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-Manager. *‘Indian Commerce

The Simla Cotton Talks.

IT is now nearly a month since the
Cotton Talks at Simla have begun and
it is a pity that no information is avail-
“able as to the trend in which they are
proceeding except through the messages
sent by enterprising press correspondents
to their newspapers which cannot be
taken at their full value in the absence of
an authoritative Government Press Com-
munique on the subject. The whole
‘country is eagerly waiting for reliable
‘news on these historic talks nobody can
‘deny. Further we do not know what
amount of status and authority our Indian
delegates, selected by the Government of
Iadia, command in .the matter of ex-
pressing their country’s needs and the
terms. on which a convention may be
“entered into on behalf of India, but on

" the other hand we know full well that the

two delegations from the West and the
Far East, fully backed up by their
own national Governments—Governments
ruled by the people and really looking
after the needs of the people-are suffi-
ciently armed with factsand figures to
support their views and make out a
strong case in their favour. DBut the
Indian delegation, if we might properly
call it so, nominated as it is by the Gov-
ernment, we understand from reports in
the Press, have to represent their views
through the medium of the Commerce
Member . to the Government of India.
When such is the case, the fact that no
authoritative news asto the course of
discussion carried on all these days is
available is naturally causing much
anxiety to the people of the country.

The recent report that the Indo-
Japanese Commercial Convention of
1904 has been extended for a period of
one month from 10th October 1933 and
that thereby, during this extended period
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the customs duties on goods imported by
either country from the other will be un-
changed, is to say the least causing grave
concern to the Indian Cotton Industry
inasmuch as the boycott of Indian cotton
has not been lifted up by Japan. Pro-
bably the reason why this extension has
been acceded to by the Indian delegation
is that they have given expression to
their goodwill towards the successful
conclusion of the talks with an amicable
settlement to the benefit of all the parties
concerned. It now therefore remains to
be seen what would be the outcome of
these historic talks and whether the
Japanese delegation will in return equally
exhibit the same amount of goodwill as
the Indian delegation has recently done,
but we hope they would certainly not lag
behind.

When delicate negotiations are pro-
ceeding; we do not want to arrive at a
conclusion of our own as to what would
be the final results of the talks, but we
consider it our duty to bring to the notice
of the Lancashire and the Japanese dele-
gations that, India, a country ‘just bud-
ding its - head and making ' an honest
attempt to become an industrial nation,
in spite of the several difficulties that she
has to meet with, deserves a ,s'ympa:the‘tic
and just treatment at their hands so that
the only industry that she could boast of,
namely the cotton industry, is allowed to
grow in size and volume without undue

18

cotFon industry in India is engaged
mainly in the manufacture of yarn below
40 counts while that of Japan and Man-
chester, the latter with her most equit-
able and favoured natural conditions, are
specialising in the manufacture of yarn
of 30 to 50 counts and above 80 counts
respectively.  So at present each one of
the parties:}o,t.he conference at Simla is
engaged in specialising a variety of its
own and difficulties come into play only
when one enters into the field of the other.
But if India wishes to specialise in higher
counts and to market her productions in
India itself, it should cause no concern
to the other two, as they cannot claim
the Indian market as their own for the
sale of their productions, This aspect of
the Indian cotton industry should point-
edly be brought to the notice of
the Japan and Lancashire delegations
by our Indian delegation and India’s
rights to_extend her cotton industry
should be secured whatever may be
the terms of the convention that may be
entered into, India should not be boup-
ded by any convention that would res-

trict the grdwth of her only industry and

ANy quota system or other arrangement
permanently fixing the counts or partica.
lar type of manufacture for each country
is‘:n‘o_t desirable. ' THe present talks are
indeed intended not for lifting the boy-
cott 'of Indian cotton alone By Japan, but
also t0 secure’ a' fair arratigemént by

K™Y, risate
N33' " ‘“"hm
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which the three nations engaged in cotton
industry may come to an arrangement to
their mutual advantage, At any rate
after the Indian cotton industry has
grown to such an extent as it is in India
to-day, Japan and Lancashire must be
fully prepared to part with a good por-
tion of the Indian market which they
have hitherto been keeping for them fo
India and to her alone and we belicve that
unless and until this cardinal principle
is accepted by them, a satisfactory agree-
ment or convention may be very difficult
to be arrived at,

We hope the Indian delegation will
bear in mind the fundamental require=
ments of the country and make out a
strong case for the just securing of the
country’s right to improve and develop
in all possible ways the cotton industry
and will not hastily commit Indiatoa
convention which will check the natural
growth and expansion of her cotton
industry, with a view to simply seeing

- that Indian raw cotton is being purcha-

sed by Japan.

—— .

The recent G. O. on Govern-

ment Technical Examinations,
We publish in another column of

this issue the full text of the G. O. Ms,
No. 1652, Education, of the Government
of Madras dated 13th September 1933,

faising the standard of general educa--

tional qualifications of candidates sitting
for the Government Technical Examina-
tions from April 1935. It will be seen
from it that a pupil of a recognized in-
stitution to appear for the Lower Grade
examination should have a completed
Secondary School Leaving Certificate or
have passed an equivalent test and a
candidate who does not wish to keep at-
tendance in a recognized school, com-
monly known as °private candidate’
should be a graduate or should have pre-
viously appeared for the examination in
that subject or should have been em-
ployed in mercantile offices for two years
and that the heads of offices should cer-
tify that their conduct and progress in
the subject in which they wish to be
examined justify their appearance. Simi-
larly for the Higher Grade, according to
the above G. O., a pupil from a recog-
nized school should be a graduate or a
S. S. L. Certificate holder declared eli-
gible or should have previously passed
the Lower grade and a ‘private candi-
date’ should have passed the Lower in
that subject or should have been em-
ployed in mercantile offices with four
years' service instead of two for the
Lower, the other conditions as to the
employcr’s. certificate being the same.
A striking feature of these new rules
which. we think  have been introduced
with over-enthusiasm to make the Gov-
ernment Technical Examinations popu-
lar is that even graduates are not allowed
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to appear as private candidates direct for
the Higher grade examination without
passing the Lower in a subject as if they
could not successfully tackle it, whereas
those who are employed in mercantile
offices, whether unpassed S.5 L, Cs,
undergraduates or graduates are permit-
ted to appear for the Higher provided
the heads of the offices certify that their
employee’s progress in the subjects in
which they wish to be examined are
sufficiently satisfactory. We are afraid
how the Commissioner for Government
Examinations who is to admit candi-
dates for the Technical Examinations
under these new rules from April 1935
will be able to see that these rules arc
easily administered and effectively
brought into force. Again we do not
know how the employers in mercantile
offices will be able to state that the pro-
gress of their employees in the particular
subjects in which they wish to be exa-
mined. are sufficiently advanced as in
most cases such employers themselves
may not have a thorough knowledge of
the subject the employee has to appear
for. Why not graduates who, we believe,
have a better general knowledge than
that of the mercantile employees who
have merely put in four years’ service
and as such can themselves certify, by
their own discretionary power, to their
own fitness to appear for the Higher
which requires an examination fee of
Rs. 12, be permitted to appear direct

without keeping attendance in schools
just like their brethren employed in firms?
Certainly this invidious distinction casts
a slur on the abilities of the graduates.
We hope this injustice will be immedi-
ately attended to and graduates will be
permitted to appear direct for the Higher
if they wish, without either passing the
Lower in that test or keeping attendance
in a recognized school. If a University
degree is not a sufficient general educa-
tion qualification for appearing for the
Higher direct, what else is needed we do
not understand.  Even for the G. D. A,
course graduates are at present being

permitted to appear direct without
attending a recognized school,

Now let us examine whether the
raising of the standard of general educa-
tion qualification as per the above G. O,
is advisable and conducive to the growth
and expansion of commercial education
in the Presidency. We believe the above
new regulations should more act as an
effective check to the growth and
expansion than of improving the present
state. of commercial education about
which we had to point out in one of our
previous issues.  What is the status of
the Madras Government Technical
Examinations? They only cater to the
needs of young men aspiring for low
paid clerical jobs. both ip Government
and Mercantile offices and ip any way
the - Technical Examinations do not
cater to the needs of professional courses

October, 1933.
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of an Accountant, Bank Manager,
Insurarnce Expert etc.  The profession
of Accountancy and Auditing is guided
and controlled by an All India Board
and Act. Viz., the Registered Account-
ants Board and Act. So the Higher
grade examination in Book-keeping is at
present sufficiently nct attractive as of
old and especilly as of days prior to 1918
when the G. D A. Doard was formed.
Again the two subjects of Danking and
Commercial Geography in the Technical
Examination scheme which were appeal-
ing to the Banking world till 1925 are
row not cared for.  Ever since the for-
mation of the Indian Institute of
Bankers, with its Head Office at
Bombay, conducting under their auspices
suitably graded examinations in subjects
useful to the profession of Banking such
as Theory and Practice of Banking,
Economics, Commercial Geography etc ,
at reasonable rates of examination fees,
the two subjects of Banking and
Commercial  Geography under the
Technical Examination scheme have
lcst their popularity and the number of
candidates appearing for them every
year will bear eloquent testimony to our
statement. So, the Government Tech-
nical Examinations, if they have to
serve any useful purpose, have to cater
to the needs of “general commerce

courses” in the Presidency in contradis-
tinction to “superior professional courses
in commerce” as Accountancy. Banking
etc., and for such purposes the high
general educational qualifications as
demanded by the above G . are not
necessary. If, in the face of these
superior professional cxaminations, the
Government Technical Examinations
are “a going concern” with some profit
to the Gevernment of Madras, it is
because the unemployed graduates,
undergraduates and the poor failed
S. S. L. Cs. who do not aspire for
superior appointments in the commercial
world have been their best and most
valued customers by frequently appear-
ing as ‘private candidates’ for Shorthand
and Typewriting, the two subjects that
add to their chances of securing clerical
jobs.  But with the introduction of the
new regulations these private candidates
would be prevented from appearing in
as large numbers as of old even for the
two subjects of Shorthand and Type-
writing and in course of time, we fear,
the Madras Government Technical
Examinations, instead of propagating
commercial education for the benefit of
the Presidency will be reduced to the
status of Special Test examinations
catering to the needs of the Govern-
ment, just as the Translation Test,
Account Test etc., which are now
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being conducted under the auspices of the
Madras Services Commission. W e
think the objects of the promoters of the
scheme of Government Technical Exa-
minations in Madras should have bzen
quite different from this. So if these rules
are allowed to come into force from
April 1935 as stated in the G.O., w2 are
afraid the last stages of commercial edu-
cation under the management of the
Government of Madcas will have to be
If the Board of

Examiners in Commerce have desired

witnessed very soon.

for a general increase in the standard of
general education of candidates appear-
ing for the Technical Examinations
because of the very low percentage of

passes, they could have suggested a
simple new rule viz, “that candidates
appearing for any of the subjects in
“commerce” in the Goot, Technical Ex-
aminations should have a good knowledge
of English” and thereby left the
candidates themselves to judge whether
they have the required standwd of
English knowledge to satisfy  the
examiners, or not. At any rate we think
that it is high time private agencies like
the Chambers of Commerce and the
professional Commercial Teachers should
seriously think of forming at an early
date an Indian Institute of Commerce

on the lines we have propased in our
April 1933 issue,

Company Law Amendment.
PROPOSALS OF CHAMBERS OF COMMERCLE IN BRITAIN.

Towards the end of last month the As-
sociation of British Chambers of Commerce
issued the report of a special committee
which has for several months studied, {in the
light of recommendations from Chambers,
and from other sources, possible amend-
ments to the Companies Acts. The object,
of course, is to protect from various abuses
the interests both of the trader and the
public.

The report has been unanimously adopt-
ed by the Executive Council of the Associ-
ation and includes, among others, the follow -
ing recommendation:—

No director should also be 4 trustee for

debenture-holders of the same company; but
that th

panies.

is s20uld not apply to private com-

The profit and loss account should show
the profit or loss for the period covered, and
that there should be stated under separate
h.eadings:—(a) The remuneration paid to
directors required to be disclosed under this
Act; (b) total income from all investments
held by the company other than those in
subsidiary companies; (c) any material cré-
dits which are abnormal or extraneous in

their nature to the ordinary transactions of

Nt
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the company, as well as any reserve from a
previous period.

Ivery balance-sheet should state how
the values of the investinents, as well as the

fixed assets, have been arrived at.

Iree reserves should disclosed en the
face of the balance-sheet and not included
with “‘sundry creditors.”  The need for such
disclosures should not extend to  provisious
made for estimated losses or expenses not
definitely ascertainable at the date of making
up the company’s accounts, but to which
losses or expenses it is sound and proper to

have regard in arriving  at  the profit or loss -

for the period.

Secured liabilities should be  shown  se-

parately from unsecured liabilities.

A new section is proposed regarding in-
vestments in  subsidiary and sub-subsidiary
companies in relation to the inclusion i the
balance-sheets of the company of profits or

losscs.

The Committee recommend that the
rcgulutions applying to subsidiary companies
should be extended to sub-subsidiary compa-
nies and that where reference is made in the
Act to “‘subsidiary companies” this expres-
sion should be interpreted to include “‘sub-

subsidiary companies.” The Committee are

of opinion that the question "of the treatment
of subsidiary and sub-subsidiary companies
in the accounts of the holding company
requires very careful consideration. While in
many cases the principle of consolidated
balance- sheets and profit and loss accounts
has been adopted with much advantage, there
must obviously be very many cases wherc
such a course would preseat cousiderable
difficulties and would not necessarily cure
defects in present practice. It would, there-
fore, not be advantageous or proper to Impose
such an obligation in the case of all holding

companies.

The total amount advanced to all direc-
tors and other officers should be shown upon
the accounts, but not necessarily the amount

due from each individual.

The resignation of a director of a puplic

company should be required to be gazetted.

In the case of voluntary liquidation, if
the directors, after inquiry, have formed the
opinion that the company will be able to pay
its debts in full within a period of twelve
months, the liquidator shall issue a statement
of the affairs of the company and call a
“The Liverpool

meeting of creditors.—

Trade Review ™
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L. A. BILL No. 41 of 1933.

The following Bill was introduced in the Legis-
lative Assembly on the 8th September 1933 :—

THE RESERVE BANK OF INDIA BILL, 1933,

Whereas it is expedient to constitute a Reserve
Bank for India to regulate the issue of bank notes
and the keeping of reserves with a view to securing
monetary stability in British India, and generally to
make provisions for matters incidental thereto;

And whereas in the present disorganisation of the
monetary systems of the world it is not possible to
determine what will be snitable as a permanent basis
for the Indian monetary system;

But whereas it is expedient to make temporary
provision on the basis of the existing monetary sys-
tem, and to leave the question of the monetary stand-
ard best suited to India to be considered when the
international monetary position has become suffi-
ciently clear and stable to make it possible to frame
permanent measures;

It is hereby enacted as follows:—

CHAPTER 1.
PRELIMINARY.

1. (7) This Act may bé called the Reserve Bank
of India Act, 1933, :

{2) 1t extends to the whole of British India, in-
cluding British Baluchistan and the Sonthal Par-
ganas.

(3} This section shall come into force at once,
and the remaining provisions of this Act shall come
into force on such date or dates as the Governor Ge-
aeral in Council may, by notification in the Gazette of
India, appoint.

(4) Chapter 1II shall remain in force for a
~period of twenty-five years and thereafter until
repealed.

2. In this Act, unless there is anything repug-
nant in the subject or context,—

(o) “tbe Bapk” means the Reserve Bank of
India constituted by this Act;
(8) “bank note” means Paper money issued by
the Bank; :

(c) “the Central Board” means the Central
Board of Directors of the Bank;

{d) “sterling standard country” means the

Usited Kingdom and any country, other than British
India, in which any person is entitied by law to ob-

tain sterling on demand from the principal currency
authority of that country, on payment at a fixed rate
in the legal tender currency of that conntry;

(e) “provincial co-operative bank” means any
society which is registered or deemed to be registered
under the Co-operative Societies Act, 1912, or any
other law for the time being in force in British India
relating to co-operative societies and the sole busi-
ness and object of which is the financing of the other
societies in a province which are or deemed to be so
registered;

(f) “rupee coin” means silver rupees which
are legal tender under the provisions of the Indian
Coinage Act, 1906; and

{g) '‘scheduled bank” means a bank included
in the Second Schedule.

CHAPTER II.

INCORPORATldN, SHARE CAPITAL, MANAGEMENT AND
BUSINESS.

3. {]) A Bank to be called the Reserve Bank of
India shall be constituted for the purposes of taking
over the management of the curreacy from the Go-
vernor General in Conuci! and of carrying on the
business ¢ f banking in accordance with the provisions.
of this Act.

(2) The Bank shall be a body corporate by the
name of the Reserve Bank of India, having perpetual
succession and a common seal, and shall by the said
name sue and be sued.

4, (1) The original share capital of the Bank
shall be five crores of rupees divided into shares of
five hundred rupees each, which shall be fully
paid up.

(2) Separate registers of shareholders shall be
maintained at Bombay, Calcutta, Delhi, Madras and
Rangoon, and a separate issue of shares shall be
made in each of the areas served by those registers,,
as defined in the First Schedule, and shares shall be
transferable from one register to another. ‘

{3) A shareholder shall be qualified to te re-
gistered as such in apny area in which he is ordinarily
resident or has his principal place of business in
India, but no person shall be registered as a share-
holder in more than one register; and no person
who is not— -

(a) domiciled in India, or

(b) a British subject ordinarily resident in
India, or
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(c) a company registered under the Indian
Companies Act, 1913, or a society registered under the
Co-operative Societies Acty 1912, or a scheduled bank,
or a corporation or company incorporated by or under
an Act of Parliament or any law for the time being
in force in any of His Majesty’s dominions and having
a branch in British India,

shall be registered as a shareholder or be entitled to
payment of any dividend on any share.,

(4) The Central Board may, at its discretion,
without giving any reasons decline to allot Shares to
any applicant or to register any transfer of shares.

(5) The nominal value of the shares originally
assigned to the various registers shall be as follows,
namely:—

(a) to the Bombay register—one hundred and
sixty-five lakhs of rupees;

(b) to the Calcutta register—one hundred and
sixty-five lakhs of rupees;

(c) to the Delhi register—eighty lakhs of
rupees,

(d) to the Madras register—fifty lakhs of rupees;

(e} to the Rangoon register—forty lakhs of
rupees;

Provided that, in the event of the shares assigned
to any register not being fully taken up at the first
allotment, the Central Board may, with the previous
sanction of the Governor General in Council, transfer
a portion of such shares from that register to another.

{6) In allotting the shares assignedto a register,
the Central Board shall, in the first instance, allot
two shares to each qualified applicant who has ap-
plied for two or more shares; and, if the number of
such applicants is greater than half the total number
of shares assigned to the register, shall determine by

lot the applicants to whom the shares shall be
allotted.

If the number of such applicants is less than half
the number of shares assigned to the register, the
Central Board shall allot the remaining shares to
applicants who have applied for more shares than
two; and if the number of extra shares so applied for
exceeds the number of shares so to be allotted, the
Central Board shall allot them among the various
applicants in such manner as it may deem fair and
equitable, having regard to the desirability of distri-
buting the shares and the voting rights attached to
them as widely as possible.

If any shares still remain nnallotted, the Central
Board shall allot them to applicants who have applied
for one share only; and if the number of shares so
applied for exceeds the number of shares to be so
allotted, the Central Board shall determine by lot the
applicants to whom the shares shall be allotted.

If, after all applications have been met in ac-
cordance with the provisions of this sub-section, any
shares remain unallotted, they shall, notwithstanding
anything contained in this section, be allotted to and
taken up by Government. and shall be sold by the
Governor General in Council,

at not less than par, as
soon as may be,

The Governor General in Council shall have no

right to exercise any vote under this Act by reason of
any shares so allotted to him.

5. (I} The share capital of the Bank may be in -
c.reﬂsed by the Central Board with the previous sanc <
tion of the Governor General in Council.

{2) Every such increase shall be fully pajd up
and the areas to which such further shares shall be
allotted and the price at which they may be issued

shall be fixed by the Central Board with the like
sanction,

{3) The Central Board may determine the

manner in which any increase of share capital shall
be effected.

(4) The share capital of the Bank may be re-
duced by the Central Board, with the previous sanc-
tion of the Governor General in Council, to such

extent and in such manner as may be determined b
the Bank in general meeting, Y

. 6. The Head Office of the Bank shall be esta-
blished in Bombay, and the Bank shall, as soon ag
may be, establish branches in Calcutta, Delhi
Madra:s a{ld Rangoon and may establish branches o;
agencies In any other place in India or, with the pre-

vious sanction of the Gov
ernor General i 5
elsewhere. » Council,

7. The general superintenden i
and business of the Bank shall be entizszfdtl:: :f(f;:;s—
tral Board of Directors which may exercise all powers
and do all acts and things which may be exercised o
done by the Bank and are not b casly
directed or required to be done b
ral meeting.

8. (1) The Central Board
. 1 shall i
following Directors, namely;— consist of the

y this Act expressly
Y the Bank in gene-

(a) a Governor apd one Deputy Governor or

two Deputy Governors, to be appointed by the Goyv—
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ernor General in Council after consideration of the
recommendations made by the Board in that behalf;

(b) four Directors to be nominated by the
Governor General in Council.

(c) eight Directors to be elected on behalf of

the shareholders on the various registers, in the

manner provided in section 9 and in the following
‘numbers, namely:—

(i) for the Bombay register—two Directors;
(ii) for the Calcutta register—two Directors;
(i) for the Delhi register—two Directors;
(iv) for the Madras register—one Director;

tv) for the Rangoon register—one Director;
and

(d) one Government official to be nominated

" by the Governor General in Council.

{2) The Governor and Deputy Governors shall
devote their whole time to the affairs of the Bank,
and shall receive such salaries and allowances as
may be determined by the Central Board, subject to
any minimum prescribed by the Governor General in
Council.

(3) A Deputy Governor and the Director nomi-
nated under clause (b) of sub-section (/) may attend

_any meeting of the Central Board and take part in its

deliberations but shall not be entitled to vote:

Provided that when the Governor is absent a
Deputy Governor authorized by him in this behalf in
writing may vote for him.

{4) The Governor and a Deputy Governor shall
hold office for such term not exceeding five years as
the Governor General in Council may fix when ap-
pointing them and shall be eligible for re-appoint-
ment.

A Director elected under clause (c) of sub-section
(1) shall hold office for five years, or thereafter until
his successor shall have been duly elected, and. sub-
ject to the provisions of section 10. shall be eligible
for re-election.

The Directors nominated under clause (b)) and
clause (d) of sub-section (/) shall hold office during
the pleasure of the Governor General in Councils

(5) No act or proceeding of the Board shall be
questioned on the ground merely of the existence of
any vacancy in, or any defect in the constitution of,

the Board.

9, (I} A Local Board shall be constituted for
each of the five areas specified in the First Schedule .
and shall consist of—

(a) five members elected from amongst them -
selves by the shareholders who are registered on the
Register for that area and are qualified to vote, and

(5) not more than three members nominated by
the Central Board, who may be nominated at any
time.

(2) At an election of members of a Local Board
for any area, any shareholder who has been registered
on the Register for that area, for a period of not less
than six months ending with the date of the meeting.
as holding two shares shall have one vote. and each
shareholder so registered as having more than two
shares shall have one vote for each two shares, but

> subject to a maximum of ten votes.

{3) The members of a Local Board shall hold
office until they vacate it under sub-section (5) and,
subject to the provisions of section 10, shall be eligi-
ble for re-election or re-nomination, as the case
may be.

(4) At any time within three months of the day
on which the Directors representing the shareholders
on any register are due to retire under the provisions
of this Act, the Central Board shall direct an election
to be held of members of the Local Board concerned,
and such election shall be held forthwith, and the
names of the persons elected shall be notified to the
Central Board.

(5) On such notifization, the Central Board
shall proceed to make any nominations permitted by
clause (b) of sub-section (1) it may then decide to
make, and shall fix the date on which the outgoing
members of the Local Board shall vacate office, and
the incoming members shall be deemed to have as-
sumed office on that date.

(6) The elected members of a Local Board
shall, as soon as may be after they have been elected,
elect from amongst themselves one or two persons, as
the case may be. to be Directors representing the
shareholders on the Register for the area for which
the Board is constituted.

(7) ALocal Board shall advise the Central
Board on such matters as may be generally or speci-
fically referred to it and shall perform such duties as
the Board may, by regulations, delegate to it.

10. (/) No person may be a member of a Local
Board who is not or has not at some time been—
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(a) engaged in the direction of agricultural,
commercial, financial or industrial activities, or

(3) a director of any company as defined in
clause (2) of section 2 of the Indian Companies Act.
1913. or of a corporation or company incorporated
by or under any law for the time being in force in any
place outside British India.

(2) No person may be a Director or a2 member
of a Local Board who—
(a) is a Government official or an official of a
State in India, or

{8) is. or at any time has been, adjudicated an
insolvent, or

(c) is an cfficer or employee of any bank, or

(d) is a director of any bank, other than a regis-
tered society as defined in clause (e) of sec-
tion 2 of the Co-operative Societies Act,
1912 :

Provided that an official of a State in India (not
being a Government official on deputation in the State)
may be nominated as a Director or as a member of a
Local Board.

{3) Nothing in this section shall apply to the
Governor, or to 2 Deputy Governor or to the Direc-
tor nominated under clause (d} of sub-section (/) of
section 8,

11. (/) The Governor General in Council may
remove from office the Governor or a Deputy Gov-
ernor or any nominated or elected Director :

Provided that in the case of an elected Director
this power shall be exercised only on a resolution
passed by the Central Board in that behalf bya
majority consisting of not less than nine Directors.

(2) A Director nominated or elected under
clause (b or clause (¢) of section 8, and any member
of a Local Board shall cease to hold office if, at any
time after six months from the date of his nominatior;
or election, or eighteen months from the commence-
ment of this Act, whichever is later, he is not regis-
tered as a holder of unencumbered shares ofthe
Bank of 2 nominal value of not less than ten thou-

sand rupees, or if he ceases to hold unencumbered
shares of that value.

' {3) The Governor General in Council may re-
wmove from office any Director, and the Central Board
may remove from office any member of a Local Board,
if such Director or member becomes subject to any

of the disqualifications specified in sub-section (2) of
section 10.

(4) The appointment, nomination or election as

Director or member of a Local Board of any persof

who is a member of the Indian Legislature or a local
Legislature shall be void, unless, within one month
of the date of his appointment, nomination or elec-
tk'm, he ceases to be such member, and, if any
Du-e'ctor or member of a Local Board is elected or
nominated asa member of any such Legislature, he
shall cease to be a Director or member of the L'oca.l.
Board as from the date of such election or nomination

as the case may be. .

(5) A Director may resign his office to the Gov-
ernor General in Council, and a member of a Local
Board may resign his office to the Central Board, and

on the acceptance of the resignation the office shall
become vacant.

. 12. (1) If the Governor or a Deputy Governor by
infirmity or otherwise is rendered incapable of exe-
cuting his duties or is absent on leave or other\\:ise
in (ifcumstances not involving the vacation of his
appm.ntment, the Governor General in Council may
appoint another person to officiate for him, and such-
person may. notwithstanding anything contained in.

clause (c) of sub.section (2) of section 10, be an offi-
cer of the Bank.

(2) If an elected Director is for any reason
unable to attend a particular meeting of the Centra)
Board, the elected members of the Local Board of the
area which he represents may elect one of their
number to take his place, and for the purposes of thag

meeting the substitute so elected shall have all the
powers of the absent Director.

(3) A casual vacancy in the office of 2 Director
other than the vacancies provided for in sub-sectior;
(1), shall be filled in the manner in which, and by the
a.u‘thority by whom, the nomination or election of the:
Director vacating office was made; and the Director
so nominated or elected shall hold office for the un-
expired portion of the term of his predecessor.

(4) Where any casual vacancy in the office of
any member of a Local Board occurs, the Central
Board may nominate thereto any qualified person re-
comr.nended by the Local Board, and the person so
nominated shall hold office for the unexpired period
of the term of his predecessor.

13. (/) Meetings of the Central B
oard shall be:
convened by the Governor at least six times in each
year and' at .least once in each quarter. Meetings
shall ordinarily be held in Bombay, but at least two

meetings of the Central Board shall be held in
cutta in each year, eld in Cal-
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(2) The Governor, or in his absence
the Deputy Governor authorised by the Gov-
ernor under the proviso to sub-section (3) of
section 8 to vote for him, shall preside at
meetings of the Contral Board, and, in the
ovent of an equality of votes, shall have a
second or casting vote.

14. (1) A general meeting (hereinafter
in this Act referred to as the annual general
meeting) shall be held annually at Bombay
within six weeks from the date on which the
annual accounts of the Bauk are closed, and
a general meeting may be convened by the
Central Board at any other time.

(2) Any shareholder shall be entitled
to attend at any general meeting, and each
shareholder who has been registered on any
Register, fer a period of not less than six
months ending with the date of the meeting,
as holding two shares shall have one vote, and
cach shareholder so registered as having more
than two shares shall have one vote for each
two shares, but subject to a maximum of
ten votes; and such votes may be exercised
by proxy.

15. (1) The following provisions shall

apply to the first constitution of the Central
Board, and, notwithstanding anything con-
tained in sections, the Central Board as
constituted in accordance therewith shall be
deemed to be duly constituted in accordance
with this Act.
' (2) The first Governor and the first
Deputy Governor or Deputy Governors shall
be appointed by the Governor General in
Council on his own initiative, and shall
receive such salaries and allowances as he
may determine.

(3) The first eight Directors repre-
senting the shareholders on the various Re-
gisters shall be nominated by the Governor
General in Council after consultation with
the Local Governments concerned. )

(4) A Director so nominated to re-
present shareholders on the Bombay or
Calcutta Register shall hold office for two

years, and a Director so nominated to re-
present shareholders on the Delhi, Madras
or Rangoon Register shall hold office for
four vears, cr thereafter until his successor
shall have been duly elected.

16. As soon as may be after the com-
mencement of this Act, the Central Board
shall direct elections to be held and may
make nominations, in order to constitute
Local Boards in accordance with the
provisions of section 9, and the members of
such Local Boards shall hold cffice up to
the date fixed under sub-section (3) of section
9, but shall not exercise any right under
sub-section {0) of that section.

17. The Bank shall be authorised to
carry on and transact the several kinds of
business hereinafter specified, namely :—

(1) the accepting of money on depo-
sit without imtecrest from, and the
collection of money for, the Secre-
tary of State in Council, the Gov-
ernor General in Council, Local
Governments, States in India, banks
and any other persons;

(2) (a) the purchase, sale and re-
discount of bills of exchange
and promissory notes, drawn and
payable in India and arising out
of bona fide commercial or trade
transactions, bearing two or more
good signatures, one of which shall
be that of a scheduled bank, and
maturing within ninety days from
the date of such purchase or redis-
count, exclusive of days of grace;

(b) the purchase, sale and rediscount
of bills of exchange and promissory
notes, drawn and payable in India
and bearing two or more good
signatures, one of which shall be
that of a scheduled bank, or'a pro-
vincial co-operative bank, and
drawn or issued for the purpose of
financing seasonal agricultural ope-
rations or the marketing of crops,
and maturing within six months
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from the date of sach purchase or
rediscount, exclusive of days of
grace: provided that the total face
value of bills or notes so purchased
or rediscounted shall not at any
time exceed one-fourth of the total
face value of all bills and notes pur-
chased or rediscounted by the Bank
up to that time;

(c) the purchase, sale and rediscount
of bills of exchange and promissory
notes drawn and pavable in India
and bearing the signature of a sche-
duled bank, and issued or drawn for
the purpose of holding or trading
in securities of the Government of
India or a Local Government, or
such securities of States in India
as may be specified in this behalf
by the Governor General in Coun-
cil on the recommendation of the
Central Board, and maturing with-
in ninety days from the date of
such purchase or rediscount, exclu-
sive of days of grace ;

(3) the purchase from and sale to
scheduled banks aund persons approved by the
Central Board, in amounts of not less than
the equivalent of one lakh of rupees, of the
currencies of such sterling standard countries
as may be specified in this behalf by the
~ Governor General in Council by notification
in the Gazette of India, and of bills of
exchange (including treasury bills) drawn in
or on any place in any such country, and
maturing within ninety days from the date of
such purchase, exclusive of days of grace;
and the keeping of balances with banks in
such countries;

(4) the making of loans and advances,
repayable on demand or on the expiry of
fixed periods not exceeding ninety days,
against the security of—

i (a) stocks, funds and securities (other
than immoveable property) in which a trustee
1s authorised to invest trust money by any

Act of Parliament or by any law for the
time being in force in British India;

~ (b) gold coin or bullion or documents
of title to the same;

. (c) such bills of exchange and pro-
missory notes as are eligible for purchase or
rediscount by the bank: provided that the
total of the Joans and advances against such
securities as are referred to in sub-clause (b)
of clause (2) shall not at any time exceed
one-fourth of the total loans and advances
made by the Bank up to that time;

(d) such biils of exchange as are elj-

gible for purchase by the Bank under
clause (3);

(e) promissory notes of any scheduled
bank or a provincial co-operative bank, sup-
ported by documents evidencing title to goods
which have been transferred, assigned, hypo-
thecated or pledged to any such bank as se-
curity for a cash credit granted for bona fide
commercial or trade transactions, or for the
purpose of financing seasonal agricultural
operations or the marketing of crops: pro-
vided that no loan or advance shall be made
on the security of any promissory note such
as is referred to in this sub-clause after the
expiry of five years from the date on which
this section comes into force;

(5) the making of advances to the
Governor General in Council repayable in
each case not later than three months after
the close of the financial year in respect of
which the advance has been made;

(6) the issue of demand draf

, _ ts and
the making, issue and circulation of bank
post bills made payable on its own branches;

_ (7) ‘the purchase and sale of securi-
ties, maturing within five years from the date
of such purchase, of the Government of any
sterling standard country specified in this
behalf by the Governor ‘General in Council
by notification in the Gazette of India ;

. (8) the purchase and sale of i-
ties of the G,ove_rnrgent of India of a;;anlxna-
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turity, or. of a Local Goverumpnt or of_ a
local authority in British India maturing
within ten years from the date of purchase,
or of such securities of States in India of like
maturity as may be specified in tins behalf by
the Governor General in Council on the re-
commendation of the Central Board: pro-
vided that the amount of such securities held
at any time in the Banking Department shall
be so regulated that—

(a) the total value of such securities
shall not exceed the aggregate amount of the
share capital of the Bank, the Reserve Fund
and two-fifths of the liabilities of the Banking
Department in respect of deposits;

(b) the value of such securities ma-
turing after six months shall not exceed the
aggregate amount of the share capital of the
Bank, the Reserve Fund and one-fifth of the
liabilities of the Banking Department in res-
pect of deposits;

(c) the value of such securities matur-

ing after one year shall not exceed the aggre-
gate amount ofithe share capital of the Bank,

‘the Reserve Fund and one-tenth of the liabi-

lities of the Banking Department in respect
of deposits ; and

(d) the value of such securities matur-
ing after ten years shall not exceed the
-aggregate amount of the share capital of the
Bank and the Reserve Fnnd;

(9) the custody of monies, securities
and other articles of value, and the collec-
tion of the proceeds, whether principal, inte-
rest or dividends, of any such securities;

(10) the sale and realization of all
property, whether movable or immovable,

‘which may in any way come into the posses-

sion of the Bank in satisfaction, or part satis-
faction, of any of its claims;

(11) the acting as agent for the Secve-
tary of State in Council, the Governor Gene-
ralin Council or any Local Government or

State in India in the transaction of any of
the following kinds of business, namely:—

(a) the purchase and sale of gold or
silver;

(b) the purchase, sale, transfer and
custody of bills of exchange, securities or
shares in any company ;

(c) the collection of the proceeds,
whether principal; interest or dividends, of
any securities or shares ;

(d) the remittance of such proceeds,
at the risk of the principal, by bills of ex-
change payable either in India or elsewhere ;

(e) the management of public debt ;

(12) the purchase and sale of gold
coin and bullion ;

(13) the opening of an account with,
and the acting as agent or correspondent of,
any other bank which is the principal cur-
rency authority of a sterling standard coun-
try under the law for the time being in force
in that country ;

(14) the borrowing of money for a
period not exceeding one month for the pur-
poses of the business of the Bank, and the
giving of security for money so borrowed ;

Provided that no money shall be
borrowed under this clause from any person
in India other than a schedule bank, or from
any person outside India other than a bank
which is the principal currency authority of
any country under the law for the time being
in force in that country ;

Provided further that the total amount
of such borrowings from persons in India
shall not at any time exceed the amount of
the share capital of the Bank ; .

(15) the making and issue of bank
notes subject to the provisions of this Act;
and

(16) geunerally, the doing of all such
matters and things as may be incidental to or
consequential upon the exercise of its powers
or the discharge of its duties under this Act..
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18. When, in the opinion of the Cen-
tral Board, or, where the powers and func-
tions of the Central Board under this section
have been delegated to the Governor, i the
opinion  of the Governor, it 1S necessary or
¢xpedient that action should be taken under
this section fcr the purpose of regulating
credit in the intercsts cf Indian trade, com-
merce, industry and agriculture, tie Bank
may, nctwithstanding any limitation contai-
ned in sub-clauscs (a) and (b) f clause (2) of
cection 17, purchase, sell cr disccunt any
bhills ¢f excharge cr premissery notes drawn
and payable in India and arising out of bona
fide commercial or trade transactions, bear-
ing two cr more geed signatures and matue-
ing within nincty days frem the date of such
purchase cr discount, exclusive of days of
grace.

19. Savc as otherwise provided in sec-
ticns 17, 18 and 43, the Bank may not—

(1) erngage in trade or otherwise have
a direct interest In anv ccemmercial, indus-
trial, or other undertaking, except such intc-
rest as it may in any way acquire in the
ceurse of the satisfaction of any of its claims:
provided that all such interests shall be dis-
pesed of at the earliest possible moment ;

(2) purchase its cwn shares or the
shares of any other bank or of any company,
or grant loans upon the security of auy such
shares ) )

(3) advance money on mortgage of,
or otherwise on the security of, immovable
preperty or dccuments of title relating
thereto, or become the owner of immovable
property, except so far as is necessary for
its own business premises and residences for
its officers and servants;

(4) make unsecured loans or ad-
vances;

(5) draw or accept bills pay
otherwise than on deman d-f) payable

(6) allow interest on deposits or cur-
rent accounts.

CHAPTLER IT1.
CENTRAL BANKING FUNCTIONS.

20. .The Bank shall undertake to ac-
cept monies for account of the Sccret'xr\'( c;f
.State in chxxxcil and the Governcr Géxxéml
in Courcil and such Lecal Govcrnmm‘\t% (19
may have the custody and mana ffenu‘x{t of
thieir  own provincial revenues, an?l to ﬁ]
payments up to the amount standing to the
credit of their accounts respectively &'md tL
carry out their exchange, romi&énéc (l)
other banking operations, cluding the i
nagememnt of the public debt onb SU(‘:H on
ditions as may be agreed upm;. ‘ o

ake

' 21. (1) The Governor General in Coun-
cil and such Lecal Governments as rjnl'n'
have the custody and management of thgi}r
own provincial revenues shall undertake to
entrust the Bauk, on such conditions as may
be agreed upon, with all their monev, rem‘if-
tance, exchange and banking transactions in
India and, in particular, to deposit free of
mterest all their cash balances with the
Bank:

. Provided that nothing in this sub-sec-
tion sh_all prevent the Governor General in
Lqmcml or any Local Government from car-
Iying on money transactions at Government
t‘reasur)es or sub-treasuries at places where
the Bank has no branches or agencies, and
the Governor General in Council and ‘I’_,(()c'zl
Governments may hold at such treasuries 'm(d
sub-t'n:asunes such balances as they r(m\'
require. T

(2) The Governor Gen i i

eral in Council
and each Local Government shall undertake
to entrust the Bank, on such conditions as
may be agreed upon, with the management

of the public debt and with the i
new loans in India. € Issue of any

22. (1) The Bank shall have

_ ' the
right to issue paper money in British Inséc;ie
and may, for a period of one year from thé
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date on which this Chapter comes into force,
jssue currency notes of the Government of
India supplied to it by the Governor General
in Council, and the provisions of this Act
applicable to bank notes shall, unless a con-
trary intention appears, apply to all currency
notes of the Government of India issued
either by the Governor General i Council or
by the Bank in like manner as if such cur-
rency notes were bank notes, and references
in this Act to bank notes shall be construed
accordingly.

(2) On and from the aforesaid date
+he Governor General in Council shall not
issue any currency notes or any other kind
of paper money. .

23. (1) The issue of bank notes shall be
conducted by the Bank in an issue Depart-
ment which shall be separated and kept
wholly distinct from the Banking Depart-
ment, and the assets of the Issue Depart-
ment shall not be subject to any liability
other than the liabilities of the Issue Depart-
ment as hereinafter defined in section 34.

(2) The Issue Department shall not
issue bank notes to the Banking Department
or to any other person except in exchange
for other bank notes or for such coin, bullion
or securities as are permitted by this Act to
form part of the Reserve.

24. Bank notes shall be of the deno-
minational values of five rupees, ten rupees,
fifty rupees, one hundred rupees, five hun-
dred rupees, one thousand rupees and ten
thousand rupees, and of such other denomi-
national values, if any, as may be directed
by the Governor General in Council.

25. The design, form and material of
bank notes shall be such as may be approved
by the Governor General in Council.

26. (1) Subject to the provisions of sub-
section (2), every bank note shall be legal
tender at any place in British India in pay-
ment or on account for the amount expressed
therein, and shall be guaranteed by the Gov-
ernor General in Council.

(2) The Governor General in Council
may, by notification in the Gazette of India,
declare that, with effect from such date as
may be specified in the notification, any
series of bank notesof any denomination
shall cease to be legal tender save at an
office or agency of the Baunk.

2%.  Auy bank note re-issued from any
office of the Bank shall be sterilized and
disinfected before re-issue, and the Bank
shall not re-issue baunk notes which are torn,
defaced or excessively soiled.

28. Notwithstanding anything contai-
ned in any enactment or rule of law to the
contrary, Bo person shall of right be entitled
to recover from the Governor General in
Council or the Bank the value of any lost.
stolen, mutilated or imperfect currency note
of the Government of India or bank note :

Provided that the Bank may, with the
previocus sanction of the Governor General in
Council, prescribe the circumstances in and
the conditions and limitations subject to
which the value of such currency notes or
bank notes may be refunded as of grace.

29. The Bank shall not be liable to the
payment of any stamp duty under the Indian
Stamp Act, 1899, in respect of bank notes
issued by it.

30. If at any time the Bank fails to
comply with any provision of this Chapter or
with any other provision of this Act, the
Governor General in Council may, by notifi-
cation in the Gazette of India, declare that
the Bank has forfeited the right of note issue,
and shall thereupon take over the liabilities
of the Issue Department, together with such
portion of the assets of the Bank as is requi-
red to meet such liabilities, and thereafter
the business of the Issue Department shall be
carried on in the manner prescribed by this
Act by such agency as the Governor General
in Council may determine.

31. No person in British India cther
than the Bank or, as expressly authorized by
this Act, the Governor Gereral in Courncil.
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shall draw, accept, make or issue any bill of
exchange, hundi, promissory note or engage-
ment for the payment of money payable to
bearer on demand, or borrow, owe or take
up any sum or sums of money on the bills,
hundies or notes payable to bearer on
demand of any such person :

Provided that cheques or drafts payable
to bearer on demand or otherwise may be
drawn on a person’s account with a banker,
shroff or agent.

32. (1) Any person contravening the
provisions of section 31 shall, on conviction
by a Presidency Magistrate or a Magistrate
of the first class, be punishable with fine
equal to the amount of the bill, hundi, note
or engagement in respect whereof the offence
is committed.

(2) No prosecution under this section
shall be instituted except on complaint made
by the Bank.

33. (1) The assets of the Issue Depart-
ment shall consist of gold coin, gold bullion,
securities of sterling standard countries,
rupee coin and rupee securities to such ag-
gregate amount as is not less than the
total of the liabilities of the Issue Department
as heretnafter defined.

(2) Of the total amount of the assets,
not less than two-fifths shull consist of gold
coin, gold bullion or securities of sterling
standard countries:

Provided that the amount of gold coin
and gold bullion shall not at any time be less
than thirty-five crores of rupees in value.

{(3) The remainder of the assets shall
be held in rupee coin, Government of India
rupee securities of any maturity and such
bills of exchange and promissory notes
drawn and payable in British India as are
eligible for purchase by the Bank under
sub-clause (a) or sub-clause (b) of clause (2)
of section 17 or under section 18:

. Provided that the amount held in
overnment of India rupee securities shall
not at any time exceed one-fourth of the

total amount of the assets or fifty crores of
rupees, whichever amount is less.

(4) For the purposes of this i
gold coin and gold bullion shall be Siztﬁ;):&
at 847512 grains of fine gold per rupee
rupee coin shall be valued at its face v1rl)ue’
and securities shall be valued at the m( k t,
rate for the time being obtaining e

(5) Of the gold coin and go} i
held as assets, not less than gge(ie}:figgﬁ
twentieths shall be held in British India
and tall hg(ﬁdbcoins and gold bullion held 15;
assets shall be held in the ¢ ;
Bank or its agencies:  custody of the

Provided that gold belongi
rovided  the ging to the
Bank which is in any other bank ogr in :m;

mint or treasury or in transit may be
reckoned as part of the assets.

(6) For the purposes is secti
the_ securities of a sierlli)ng St:tfdfll:‘x(; szltl'll;’,): ;
which may be held as part of the assets %h'd)i
be securities of any of the followin k‘in‘d
payable In the currency of any of sugh t i
l_mg sﬁandard countries as may be spe §ﬁer;
in this behalf by the Governor Gerlm)erc'il ex(n

Council by notification j
s, namsely o in the Ggzette of

(a) balances at th 1
Inces e credit of th
Deipartment with a bank which is the epll’isx?c‘i(i
pal currency authority under the law for th
time being in force of such country ; ’
b

(b) bills of exch i

s ange bearin -
more good signatures and drawngotxwo iy
payabe at a place in
having a maturity not

and
any such coyatry and
- exceeding ninety days-
¢) securities maturing withj ’
hin~ fiv
gzil(rls of the Government of any sterling stg:f
Goverﬁ(())l;n(t}ry sp(lac_lﬁed in this behalf by the
( eneral in C il by ificati
in the Gasette. of Ind?;x?ml by notification
Provided that,
vears from the date op
comes into force,—

for a period of two
which this Chapter
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(i) any of such last mentioned securi-
ties may be securities maturing after five
years, and the Bank may, at auy time
before the expiry of that period, dispose of
cuch securities notwithstanding auything
contained in section 17, and

(43) sterling securities of the Govern-
ment of India may be held as part of the
assets.

34. (1) The liabilities of the Issue
Department shall be an amount equal to the
total of the amount of the currency notes of
the Government of India and bank notes for
the time being in circulation.

(2) For the purposes of this section,
any currency note of the Government of
India or bank note which has not been pre-
sented for payment within forty years from
the 1st day of April following the date of its
issue shall be deemed not to be in circulation,
and the value thereof shall, notwithstanding
anything contained in sub-section (2) of sec-
tion 23, be paid by the Issue Department to
the Governor General in Council or the
Banking Department, as the case may be
but any such note, if subsequently presented
for payment, shall be paid by the Banking
Department, and any such payment in the
case of a currency note of the Government
of India shall be debited to the Governor

General in Council.

335. On the date on which this Chap-
ter comes into force, the Issue Department
shall take over from the Governor General
in Council the liability for all the currency
notes of the Government of India for the
time being in circulation, and the Governor

.General in Council shall transfer to the lssue

Department gold coin, gold bullion, securi-
ties of sterling standard countries, rupee coin
and rupee securities to such aggregate
amount as is equal to the total of the
amount of the liability so transferred. The
coin, bullion and securities shall be trans-
ferred in such proportion as to comply with

the requirements of section 33:

Provided that the total amount of the
gold coin, gold bullion and securities of ster-
ling standard countries so transferred shall
not be less than one-half of the whole amount
transferred, and that the amount of rupee
coin so transferred shall not exceed fifty
crores of rupees.

36. (1) After the close of any financial
vear in which the minimum amount of rupec
coin held in the assets, as shown in any of
the weekly accounts of the Issue Department
for that year prescribed under sub-section (1)
of section 49, is greater than fifty crores of
rupees or one-tenth of the total amount of
the assets as shown in that account, which-
ever may be the greater, the Bank may
deliver to the Governor General in Council
rupee coin upto the amount of such excess,
but not without his consent exceeding five
crores of rupees, against payment of legal
tender value in the form" of bank notes, gold
or securities :

Provided that if the bank so desires
and if the amount of gold coin, gold bulliva
and securities of a sterling standard country
in the assets doss not at that time exceed
one-half of the total assets, a proportion not
exceeding two-fifths of such payment shall be
in gold coin, gold bullion or such securities
of a sterling standard country as'may be held
as part of the assets under sub-section (6) of
section 33.

(2) After the close of any financial
vear in which the maximum amount of rupee
coin held in the assets, as so shown, is less
than fifty crores of rupees or one-tenth of the
total amount of the assets, as so shown,
whichever may be the greater, the Governor
Geueral in Council may deliver to the Bank
rupee coin upto the amonnt of such defi-
ciency, but not without his cousent exceeding
five crores of rupees, against payment of
legal tender value.

37. (1) Notwithstanding anything con-
tained in the foregoing provisions, the Bank
may, with the previous sanction of the Gov-

" ernor General in Council, for periods not
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exceeding thirty davs in the first instance.
which mav, with the like sanction, be exten-
ded from time to time by pericds not exceed-
ing fifteen days, hold as assets gpld coin,
gold bullicn or securities ¢f a sterling stan-
dard ccuntry of less aggregate amcunt than
that requirea by sub-scetion (2) of section 33
and, whilst the Lolding is so reduced, the
proviso to that sub-section shall cease to be
operative.

{2) In respect of any period during
which the holding of gold coin, gold bullion
and securities of a sterling standard country
is reduced under sub-section’ (1), the DBank
shall pay to the Governor General i Council
a tax upon the amount by which such hold-
ing is reduced below the mmimum prescribed
by sub-section (2) of secticn 33; and such
tax shall be payvable at the bank rate for the
time being in force, with an addition of one
per cent per annum when such holding
exceeds thirty-two and a half per cent of the
total amount of the assets and of a further
one and a half per cent per annum in respect
of every further decrease of two and a half
per cent or part of such decrease :

Provided that the tax shall not in any
event be payable at a rate less than six per
cent per annum,

38. The 'Governor General in Council
shall undertake not to re-issue any rupee
coin delivered under section 36 nor to put
into circulation any new rupees, except
through the Bank and as provided in that
section; and the Bank shall undertake not
to dispose of rupee coin otherwise than for
the purposes of circulation or by delivery to
the Governor General in Council under that
section.

39. The Bank shall issue rupee coin on
demand in exchange for currency notes of
the Government of India, and shall issue
currency notes or bank notes on demand in
exchange for coin which is legal tender under
the Indian Coinage Act, 1906, and it shall, in
exchange for currency notes or bank notes of
five rupxes or upwards, supply currency

notes or bank notes of lower value or rupecs
or other coins which are legal tender under
the Indian Coinage Act, 1906, in such quan-
titics as may, in the opinjon of the Bank, be
required for circulation; and the Governor
Gencral in Council shall, subject to the pro-
visions  of section 36, supply such rupees or
other coins to the Bank on demand. If the
Governor  General in Council at any time
fails to discharge this duty, the Bank shall
be released from its obligations to supply
such coins to the public. ’

40.  The Bank shall scll, to any person
who makes a demand  in that behalf at its
cffice in Bembay, Caleutta, Delhi, Madras or
Rangoon and pays the purchase price in legal
tender currency, sterling for immediate deli-
very i London, at a rate not below one
shilling and five pence and forty-nine sixty-
fourths of a penny for a rupee: )

Provided that no person shall be cn-
titled to demand to buy an amount of sterling
less than ten thousand pounds,

41. The Bank shall huy, from any per-
son who makes a demand in that behalf at
its office in Bombay, Calcutta, Delhi, Mad-
ras or Raungoon, sterling for immediate delj-
very in London, at a rate not higher than
one shilling and six pence and three-six-
teenths of a penny for a rupee:

. Provided that no person shall be en-
titled to demand to sell an amount of sterling
less than ten theusand pounds.

42. (1) Every bank included in the
Second Schedule shall maintain a balance
with the Reserve Bank the amount of which
shall at no time be less than seven and one-
half per cent of the daily average of the
demand, and two and one-half per cent of
the daily average of the time liabilities of
such Bank in India.

(2) For the purposes of sub-section (1),
the daily average of the amounts of the
demand and time liabilities of each scheduled

(Continued on page 315)
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Unemployment Relief Measures.

(AN APPEAL TO SOUTH INDIAN ZAMINDARS).

(By a Zamin Employee).

The problem of Unemployment is al-
rea dy the master problem of the age and is
causing as days pass cn considerable anxiety
and concern. The public are no longer in-
terested in acadamical discussions about the
How and Why ef it but are eager to find
out solutions in a constructive spirit. With
the growth of civilisation and consequent
multiplication of human wants luxuries of
one decade are becoming the indispensable
pecessaries of the mext, so much sono
nation in modern times has grown rich and
powerful without industries and manufac-
tures. Besides, with the rapid growth of
population coupled with the limited scope
for expansion and comparatively the poorer
return per head in the field of agriculture,
the practice in western progressive countries
has been to limit the number of persons in
agriculture and provide more work for their
labour force in industries and subsidiary oc-
cupations. This practice has not yet been
fully recognised in India and hence the
problem of ‘Industrialising India’ mainly
for the present as a cure for unemployment
deserves closest study and scrutiny,

But no country can afford to neglect
agriculture which supplies the primary re-
quisites of human existence such as food for
population and raw material for industries.
This is especially true of India with its vast
natural resources and a teeming agricultural
population of whom most do not know what

it is not to be hungry. Hence the necessary
scientific knowledge and facilities to put it
into practice should be given them first and
thus relieve of their hunger while the plan
of making the country rich by rapidly indus-
trialising it should be worked out side by
side by those wealthy few who are better
equipped for such work than these unfortu-
nate millicns. This leads to the question of
radical reform of the system of education
now in vogue producing an educated class
in this unfortunate land of classes and creeds
with little sympathy for and incapable of
being in any way useful to the rural folk.
But this is all for the future.

The immediate present is most trying
and suggestions made can but be in the
nature of relief measures, No person who
has had anything to do with the victims of
this contagion will belittle the help however
small that may be forthcoming from sympa-
thetic quarters towards its temporary reiief.
Here then is certainly a golden opportunity
for some at least of the patriotic and pro-
gressively minded Zamindars of the South
where the problem seems to be most acute
to come to the help of these unfortunate
victims and their perplexed parents. The
interests of the generality of this conserva-
tive class bardly range beyond cock-fighting
and horse-racing but there are here and
there a few exceptional gentlemen whose
administrations of their respective Estates
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are models for others of their class to copy
and who play besides a prominent partin
all nation-building activities. Naturally to
this latter class our appeal lies.

First these zamindars can make it a
regular practice to recruit in future only
young men from the universities to serve in
the various departments of their adminis-
tration. These young men may be inexpe-
rienced with the workings of the peculiar
Zamin machinery at the outset but given
some time and most important of all a
little encouragement and gentlemanly treat-
ment these young graduates will easily
adjust themselves to the environments and
are bound to richly coatribute in the long
run towards the efficiency and purity of the
administration. Graduates are now avail-
able for Rs. 30 per month and some stability
and a graded scale of pay with a little lese
of personal equations are the bare neces-
saries to make them stick to Zamin service.
The administration of Sivaganga Zamindary
affords the nearest approach to these condi-
tions and we are glad to note thatthe
practice of taking in graduates initiated by
the Court of Wards is continued by the
present Rajah Sahib.

Again most of the Zamindars own
pannai or homefarm lands, most of which
having been acquired by and in the enjoy-
ment of their family from a long time past.
These lands are leased out for cultivation
while some of them are cultivated by Zamin
Panpai Department. Besides there are also
lots 2nd lots of Elapannai or bought-in
lands most of which are either neglected or

'who are agriculturally minded.

cultivated by the defaulting ryots them-
selves. Out of these tracts some fertile
areas may be selected and leased out for
long terms of not less than five years for
nominal sums to these educated unemployed
Natives of
the Estates may be given preference since
they are likely to have more lasting and
permanent interest in such enterprises. Agri-
cultural colonies may be started i impor-
tant Estate centres if not less than a
minimum number say five, offer to work
such a Colony. The initial expenses of
starting such colonies may be met from
Estate funds and also small loans for agri-
cultural purposes may be granted to the
members if found necessary on well-laid
conditions. House-sites may be granted
free and loans without interest to be repaid
in easy yearly instalments may also be given
for erecting houses.  The members of such
a colony should agree to work like ordinary
ryots on a co-operative basis for a minimum
period after  which they may purchase and
own lands. Till then, of course the lands
will be held by the Colony as a whole cn
terms of any ordinary lease. The details
wili naturally vary with local conditions and
with each Estate administration,

The young educated members of such
colonies may not have the necessary know-
ledge and experience to profitably conduct
the agricultural operations for the first one
or two years. Hence as anp educational
centre an agricultural demonstration farm
may be started at Egtate headquarters at

Estate cost and run op upto-date scientific-

lines. The farm should be. self-supporting

s
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and its methods within the means of the
ordinary ryot if they are to be useful. It
should besides be in close touch with its out-
posts, the agricultural colonies whose acti-

‘vities in turn should be models for the ryots

.of the locality to follow. The members of
the central farm as also those of the colonies
should be given complete freedom to take
all initiative, work out plans and make their
own experiments with littie of that red-tape
found in all administrations. The help to
be given to the colonies by the central farm

should be of an advisory and practical

character.

Such are the relief measures in  broad
outline we venture to submit for the kind
consideration of such of the South Inliam
Zamindars who possess the necessary spirit
of patriotism and adventure to initiate such
measures and thus alleviate the sufferings
of the educated youths of the land who are
ready to work and earn their livelihood if
only it could be found for them.

Fort St. George, September 13, 1933.

(G. 0. Ms No. 1652, Education).

No. 207.—In Notification No. 29 regu-
lating the Government Technical Examina-
tions published on pages 85-88 of Part I.B
of the Fort St. George Gaztte, dated the
29th January 1924, as subsequently amended
the following alterations shall be made:—

These Alterations will take effect from the
Examination of April 1935.
1, In rule 5 for the prefactory words
and clauses 1 and 2 (a), substitute the
following:—

“The educational qualifications re-
quired of candidates applying for the Go-
vernment Technical Examinations are as
follows:—

I. Subjects included under thc head ‘Commere’

(1) Lower Grade-—{(a) Candidates
for the Lower Grade examrination from
recognized achools should have obtained

completed  Secondary  School—Leaving

Certificates, or have passed the LEuropean
Middle School Eamination.

(b) Candidates—
i) who are graduates, or

(i) who bhave previously appeared
for examination in the subject, or

(ii) who have heen employed in
mercantile offices and have put
in a service of at leust two years,
provided that their applications
are submitted for exemption in
proper time through the heads of
the offices in which they are
employed, and that the heads of
the offices certify that their con-
duct and their progress in the
subject in which they wish to be
examined, justify their appearance,
shall be admitted as private can-
didates.
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(2) Higher Grade.— (a) Candidates
for the Higher Grade Examination from
recognized schools should be—

(i) Graduates, or

(i’ Secondary School-Leaving Cer-
tificate holders who have been
declared eligible for University
courses of study in the Madras
Presidency and have obtained not
less than 40 marks in English and
35 marks in each of the other
subjects. or

(iii) persons who bave passed the
European High School Examina-
tion, or

(iv) persons who have perviously
passed the Lower Grade examina-
tion in the subject,

(b) Candidates—

(1Y who have previously passed the
Lower Grade examination in the
subject or

(i) who have been employed in mer-
cantile offices and satisfy the con-
ditions mentioped in 1 (b) (iii)
above. but with four years’ service
instead of two. chall be admitted
as private conditates.

11. Subjects included under heads other
than ¢ Cominerce' .

(1) Candidates for the Lower Grade
examination in subjects under heads other
than “ Commerce” should have studied up
to the VIII standard of an elementary school
and have qualified for an Elementary School
Leaving Certificate;

(2) (a) candidates for the Higher Grade
examination in subjects under heads other

than ‘Commerce’ should have qualified for a.

Secondary School-Leaving Certificate or

have passed the Matriculation Examination:. .

the examination in the subjects under the
gronp headed ‘Co-operation’ will be open
also to persons employed in the Co-opera-
tive Department and to supervisors and other

emplcyees of mnon-official co-operative or--

ganization.

2. In rule 5—
for the sub-paragraph

“The Commissioner may accept any-

other examination which he cousi-

ders equivalent or higher, in liecu

of the general educational tests

prescribed above for admission to

the Higher and Lower Grades.”
substitute—

“The Commissioner may accept any
other examination which he consi~
ders equivalent or higher, in lieu.
of the general educational tests

prescribed above for admission to-

the Higher and Lower Grades, in
any subject under ‘Commerce’ or
any other head.”

and insert the sub-paragraph immediately
above the existing Note commen-
cing with the words ‘No person’,
3. In the concluding portion of
rule n—
for “The following persons shall also be
eligible for admission to the Gov-
ernment Technical Examination:-”
read “The following persons shall also be
eligible for admission to the Gov-
ernment Technical Examination in

subjects under heads other than-

‘Commerce’ :—”

R S
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(Continued from page 310)

bank shall be computed in respect of each
period ending on the fifteenth and on the last
day of each month.

(3) Every such bank shall send to the
Governor General in Council and to the Bank
a monthly return, signed by two responsible
officers of such bauk, showing—

(a) the amounts of its demand and
time liabilities respectively in India,

(b) the total amount held in India in
currency notes of the Government of India
and bank notes,

(c) the amounts held in India in rupee
coin and subsidiary coin respectively,

(d) the amounts of advances made
and of bills discounted in India respectively,
and

(¢) the balance held at the Bank,
at the close of the month to which the return

relates.

(4) Every such return shall be seat
not later than fourteen days after the close
of the month to which it relates, and shall
state whether the bank has during that month
maintained with the Reserve Bank the mini-
mum balance required by sub-section (1).

(5) Any bank failing to comply with
the provisions of sub-section (3) or sub-sec-
tion (4) shall be liable, on application made
by or on behalf of the Governor General in
Council to the principal Civil Court having
jurisdiction in a place where an office of the
bank is situated, to a penalty of one hundred
rupees for each day during which the failure
continues.

(6) When it appears from any such
menthly return or from a report of the Cen-
tral Board that any scheduled bank has failed
to maintain the minimum balance required
by sub-section (1), the Governor General in
Council may call for such further return, or
make such inspection of the books and
accounts of that bank, as may be necessary

to ascertain the amount of the deficiency, if
any, and the period during which it has con-
tinued; and a bank so in default shall be
liable, on application made by or on behalf
of the Governor General in Council to the
principal Civil Court having jurisdiction in a
place where an office of the bank is situated.
to a penalty at a rate per annum which shall
be three per cent above the bank rate on the
amount of the derciency for each day during
which the default has continued, and shall be
raised to five per cent above thc bank rate
after the first seven days of the deficiency.

(7) The Governor General in Council
shall, by notification in the Gazette of India,
direct the inclusion in the Second Schedule
of any company, not already so included,
which carries on the business of banking in
British India and which—

(a) is a company as defined in clause
(2) of section 2 of the Indian Companies Act,
1913, or a corporation or company incorpo-
rated by or under any law in force in any
place outside British India, and

(h) has a paid-up capital and reserves
of an aggregate value of not less than threc
lakhs of rupess;

and shall. by a like notification, direct
the exclusion from that Schedule of anv
scheduled bank the aggregate value of whose
paid-up capital and reserves at any time
becomes less than three lakhs of rupees, or
which goes into liquidation or otherwise
ceases to carry on banking business.

43. The Dank shall enter into an
agreement with the Imperial Bank of India
which shall be subject to the approval of
the Governor General in Council, and shall
be expressed to come into force on the date
on which this Chapter comes into force
and to remain in force for twenty-five vears,
and shall further contain the provisions set
forth in the Third Schedule.

(To be continued)
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Can Gold be a Fixed Price Standard ? §

BY

PROFESSOR GUSTAV CASSEL.

The present economic position through-
.out the world is so hopeless that all countries
and all classes of people are directly in-
terested in a clearing up of the position.
That is why we are to have the World Eco-
nomic Conference. At the samz time the posi-
tion is so complicated that it can be understood
only after an analysis which separates the
several principal factors of this problem, and
tries to discover their nature and importance,
and which at the same time considers mea-
sures whereby the separate bad effects
possibly could be reduced,

Practical business men, who are trying
to find a basis on which to form an opinion
on the economic situation are smothered by
an enormous volume of literature on the
subject, and it is not to be wondered at if the
many and partly contradictory opinions make
them confused. One principle must be esta-
blished from the beginning and that is that
only such research is to be taken into consi-
deration which aims at clarity and examines
the problem in its many aspects from this
point of view. All the ballast of writings on
this subject which may exist between the
separate factors should be put aside.

The most important question from a
practical point of view is thiss What influ-
ence has the international money policy had,
and is still having, on the present depression?

§ Specially contributed to the * British Trade
Review' by this eminent Swedish Economist.

This question is so important and funda-
mental that it must be treated separately.
There is no hope whatever of arriving at a
conclusion if we speak at the same time of
all the other factors which may possibly have
influenced the economic development or if
we are satisfied with finding that the deve-
lopment is the result of the combined influ-
ence of a number of badly understood fac-
tors. It is true that a totally inadequate
supply of means of paying, and the resultant
downward movement of the price level of
commodities, have had a substantial influence
of other disturbing factors, Nor do we wish
to deny the possibility that this depression
may have been caused to a certain degree by
the general and by now well-understood laws
governing the ‘general situation and its
movements. Those who are studying this
very complex question and wish to analyse
the monetary aspect of the present situation
are perfectly aware of the importance of
other contributory factors, They admit
freely that these factors are receiving their
fullest attention,

The first point which must be cleared is
that a universal falling of the prices of goods
always means an increased value of monepy
fmd that this can only be explained by ar;
inadequate supply of nioney. This inade-
quacy is, of course, relative and must be
Judged in relation to the 'contiriuously fluc-
tuating demand for. money. It should, how-
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‘ever, have been possible to discover the

means of providing a supply large enough to
prevent a general drop in the prices of goods.
If a general fall in prices occurs, then this is
proof that this task has either been neglected,
or that no means were discovered. There-
fore, all the reasons which have been advan-
ced as explanations of the depression are

sheer nonsense.

A general drop in prices is always
purely a matter of money supply. This
axiom remains true, even if we remember
difficulties which may arise when, for instance,
such great amounts of money have to be
found suddenly, as the degree of the fall
in prices make necessary. Such difficulties
are essentially and solely a question of money
policy. Every practical business man knows
that it is most important for the stability
of the economic position, if it is possible to
maintain the general level of prices, apart
from all the relative and unavoidable fluc-
tuations. It is, therefore, necessary to realise
that the maintaining of a permanent price
level is a task belonging to the money policy.
Many authors say that this programme is
to a certain extent arbitrary, inasmuch as
the general level of prices is a sta-
tistical definition which can never be

‘ascertained with precision. We may, how-

ever, leave this clever dictum to itself.
Fof it is the great practical problem to

.create money conditions which have a suffi-
.ciently satisfactory inherent stability. This

can be done by first agreeing upon adequate
prices, and then applying them as standards
for the stabilisation. According to this plan

it would evolve upon the Central Bauk to

provide sufficient money to maintain the price

level for commodities.

It is objected that this programme is
arbitrary, and that it could be advantage-
ously replaced by other methods of proce-
dure, to be adopted by the Central Bank.
Certain authors have put forward the most
subtle arguments purporting to show the ad-
vantages of replacing the stable price levels
by a level which would be lowered in relation
to increases in production. Such a scheme
can hardly be upheld, because it does not
take into consideration the fluctuations in
wages. Above all, however, such agreements
are impracticable because they can never
lead to a money policy upon which the dif-
ferent nations and the Central Bank could

agree.

A universal programme must be much
simpler, and it is not possible to find a
simpler aim than the constant level of prices.
There are other authors who propose to neg-
lect the regulating of price levels altogether,
and are satisfied to make a few general re-
marks on the aims of a Central Bank. It is,
for instance, asserted that the “Central Bank
should help commerce and industry,” or see
to it that commerce and production should"
develop in as close a relation as possible.
Such formulas have neither sense ,nor value,
or else they give us quite a wrong idea of
what a Central Bank can really do. In a
small country with gold standard, a Central
Bank can have no other task than that of
maintaining the values at the prescribed

parity in relation to gold.  This task, there—
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fore, determines the policy of the Central
Bank. No others are of importance.

In large countries there 1s the addi-
tional fact that the money policy of such
countries is bound to have a direct influence
upon the gold market, and thereby on the
price of gold. The question therefore arises
as to how this influence should be taken
into account. The answer is the one which
I gave already in May, 1928, to the Bank
Committee of the United States House of
Representatives. The Bank, in collaboration
with other Central Banks, shall usc its
influence upon the value of gold in such a
wayv that all unnecessary fluctuations in the
value of gold are avoided. Now, as the
value of gold can only be measured with
the help of the general level of prices of
commodities, this programme includes the

task of keeping this price level constant.

Whooping Cough

Don’t allow your Children to go on for
3 months helplessly struggling in the grip
of a prolonged and suffocating Cough unti]
it turns into Pneumonia and Asthma when
you can cure them within 12 days with
Dr. Pereira’s Whooping Cough Specific
Rs. 2-12-0 per bottle.

Asthma Cure

If you have failed with other medi.
cines, make a last trial and be sure to suc-
ceed, as has been the case with so many.

Rs. 4-8-0 per bottle.

[ L] o
Antidiabetin
It’s use for six mcnths will restore you
to your former condition, being free from
your long standing Diabetes. Rs. 4-12-0
per bottle’
J. F. PEREIRA & Co.,,

Chemists, No. 27, CaLIcUT, (S. India)

In view of this logical deduction all
the arguments that this programme s
arbitrary, become idle. Besides, what alter-
}mti\'e can be suggested? The gold value
itself makes the regulating of the prices a
necessity in the sense that a standard price
in gold must be established for an arbitrarily
chosen commodity—i. e., for g commoditl-
which is subject to unforeseen and arbitrary
fluctuations. We have had so many exmnpl&
of the terrible fluctuation of gl)ld values,
that the old fiction of gold as a fixed
constant standard can no longer be

accepted
as true.

: It is now a recognised truth that
if the gold standard h

' as to be maintained
m foree,

. great cfiorts will have to be made
to give gold a far greater stability than it
has hitherto had. The world must get rid
of these fluctuations of an uncontrolled gold
value system, if a greater stability of eco-
homic conditions is to be obtained.

THE
STANDARD FURNITURE Co., Ltd.,

KALLAL S. Malabar
Largest Manufacturers of
CAMP FURNITURE
in India.

Our CAMPCOTS are the BEST and
THE CHEAPEST
Branches :
Trichinopoly, 11 Promenade Road, Cantt,
Madras, 34/35, Geperal Peters Road,
Mount Road,
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Banking in England.

BY

J. S. PONNIAH,

M.A. Dip. Econ.

American College, Madura.

LONDON GOLDSMITHS.

‘Modern English Banking owes its origin
and development to the London Goldsmiths,
a class of people who are mentioned as early
as the reign of William the Conquerer. It is
recorded that one Goldsmith was Lord Mayor
of London between 1189 and 1213. About
the beginning of the 16th century, the gold-
smiths had formed themselves into companies
for transacting their business. In 1556, the
books of the goldsmiths’ companies show that
out of 107 members, no less than 76 resided
in Chepe, the remaining 31 in Lambard
Street. It was during Cromwell’s times
that the goldsmiths began to assume the
character of bankers. Inthe 17th century,
there were 70 or 80 of them as bankers.

FEATURES OF THEIR BANKING.

The contribution that made the banking
development was the attraction of deposits
from those who had savings or from mer-
chants and land-owners, at first for only safe
custody, but later by allowing a small rate of
interest. They issued ‘receipts’ for these
deposits, the forerunner of the modern pass-
book. No less significant was the practice
of allowing their depositors to draw on them

-by means of cheques. The current or run-

ning account was thus developed. It was
also found that they could circulate ‘notes’ or
promises to pay which, when presented, could
be turned into cash. These three aspects of

banking— attraction of deposits, withdrawals
by means of cheque and circulation of bank
notes—were developed by them from very
early times. They also transmitted money
from one place to another by means of Bills
of Exchange. They were also large lenders
to the Governments of Elizabeth, Charles
the I, Cromwell and Charles the II. When
Charles the second repudiated the debts he
had contracted from them in 1671, it was
rumoured that the goldsmiths who had lent
money, had become bankrupt. There was a
‘run’ on them for cash.  This shock to depo-
sit banking was so severe, but the facilities
afforded by them were so great that confi-
dence was soon re-established and many of
them started business again.

Bankers and banking firms.

In addition to individual bankers like
the goldsmiths of London and other towns,
there were also small firms or private com-
panies of bankers. The oldest Provincial
Bank of this type was Samuel Smith and
Co., of Nottingham which attracted deposits
and was carrying on a flourishing business
from 1688. There was a large expansion
of such private banks.

The advantages of the circulation of
Bank Notes by individual bankers and bank-
ing firms were so patent that a multitude of
bankers and institutions grew up. ““Shop-
keepers in the country started up like
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mushrooms and turned into bankers. They
issued notes and inundated the country with
miserable rags.”” Note issuc, in spite of its
abuse by some unscrupulous bankers, was
considered an  essential  condition for

successful banking.
Origin of the Bank of England.

At this moment was founded the Bank
of England. It is perhaps the greatest event
in the history of the 17th century. The
circumstances under which it was started,
can be briefly mentioned. The wars of
William the III resulted in a large accumu-
lation of debt. The Government could no
longer borrow from the goldsmiths, but
the need for money was very urgent. The
Whig Chancellor of the Exchequer suggested
that the Government may  coufer the
privileges of a Chartered Banking insti-
tution, to those who subscribed to a Gov-
ernment loan of £ 1,200,000 at 8 per cent
per annum with the monopoly of note issue
to that amount. The Tories regarded the
scheme with alarm, but forty Whig mer-
chants raised the amount and the bank was
started in ten days by an Act of Parliament

(1694).

The Bank of Eugland was a private
shareholders’ bank, but since it kept the
Government balances and was believed to be
having the support of the Government, it com-
manded much confidence and was therefore
the biggest banking institution in the country.
We must emphasise also that in addition to
its prestige, it had two important privileges,
(1) It was the only Chartered or Incorporated
Baunk in the country, no other banker or bank

having had this privilege. (2) It possessed
also the monopoly of note issue in London
and 65 miles radias, But there was nothing in
the Act of incorporation to suggest that there
could be no Joint Stock Bank in London and
65 miles radius. But until 1833 it was interpre-
ted that the Bank of England was given the
monopoly of having Joiat Stock Banking wit h-
in that area, for in the Charter of 1708 it was
provided that “during the continuance of the
said corporation of the Governor and the
Company of the Bank of England, it shall not
be lawful for any body politic or corporation
whatsoever created or to be created or for
any other person whatsoever, united or to be
united in coveunents or partnerships exceeding
the number of ~ix persons to borrow or owe
or take up any sum or sums of money of their
bills or notes payable on demand or at a less
time than six months from the borrowing
thereof”. What this act prohibited was the
issuc of bauk notes by banks with more than
six partners; not to the carrying on of bank-
ing business by any institution with morc
than six partners,  Any way this monopoly
of note issuc was a great privilege for the
Bank of LEngland. The London goldsmiths
and other private banks ceased to issne notes,
taough they possessed legal rights to do so
and carried on their other banking activities
in alliance with the Bank of England. The
Bauk of England has therefore
sound traditions acting as a check

promoted
as it were,
on banking in London and 65 miles radiys,
Growth of Joint Stock Banking.

When the Bank of England was found-
ed, there was no Joint Stock Bank in any

part of the country; there were only inci~
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vidual bankers aud private bauks. Though
there were other Joint Stock organizations
like the Stock Exchange (1773), the Sun
Fire Insurance Office (1710), all of which
incorporated by Act of Parliament, banking
on a Joint Stock basis was not done. Not
until 1815 was the principle of limited fiabi-
lity introduced and incorporation permitted.
But Joint Stock Companies on an uulimited
liability basis began to carry ou banking
business. But they were not allowed to set
up business in London until 1833. In 1834,
the London and Westminister Bank and the
London and the County Bank were founded.
The Charter of 1708 was thus partly res-
ponsible for the late development of Joint
Stock Banking; because it was felt that no
banking business could be carried on with-
out the right of note issue.

The Bank of England received the Joint
Stock Banks with a bad grace. The private
bankers of London joined the Bankers’
Clearing House and for a long time refused
the Joint Stock Banks admission toit. It
was largely to the determination of the

.genius of Mr. Gilbert, Manager of the

London and Westminister Bank that the
victory was ultimately won. He celebratzd
a striking triumph when he bought up the
business of their chief opponent in the past.
It is fortunate that the Bank of England

.grew under such favourable accidents; it

never faced any competition from the other
banks. The monopoly of note issue, though
mistakenly interpreted was a great check to
the indiscriminate banking habits of other in-

-stitutions.  The private banks and the Joint
‘Stock Banks grew in direct dependence of it.

Until 1844, the Banking development in
England had proceeded satisfactorily. In
1833 the notes of the Bank of England had
been made legal tender and their converti
bility to all intents and purposes guaranteed
by the nation.

Control of Note Issue.

Up to this time there was no coutrol of
note issue on any of the banks including the
Bank of England. In order to protect their
own credit, bankers had wiselv restrained
overissue. But the few Joint Siock Banks
which were established in the country exer-
cised their privileges of note issue rather
indiscriminately.  They issued five pound
notes and caused a great inflation of credit.
The Nopoleanic War and its aftermath had
“resulted in a dislocation of business and
business failures.” Several banks were ruined.
The notes of the Bank of England could not
be couverted into gold since the Government
had borrowed and used its gold resources.
There was a sense of insecurity all round;
there was a run on one of the country banks
at Newcastle in 1796. A panic spread like
wild fire. Confidence in the notes of the
Bank of England was also threatened.” Pitt,
the younger, therefore came to the rescue by
passing the Bank Restriction Act of 1797
which made the bank notes inconvertible into

gold.  The suspension of cash payments
averted the immediate crisis. But after the
restoration of specie, payments in 1821
returned to normal conditions. There was an
outburst of speculative investments and over-
trade, Factories, canals and railways cost
a large drain of money. Several banks
which had lent money to such speculative
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enterprises went down. This crisis opened
the eyes of the adminstration to the necessity
of controling the currency. There were also
collapses of several banks in 1836 and 1837,
In 1839, the Bank of England had to seek
assistance from the Bank of France for its

gold reserve. “It became evident that the

R

whole banking system of the country had-,
broken down and a radical reform was need-*i
ed.”  The cause of bank fajlures was attri-
buted to the uncontrolled note issue by all
banks.  Sir Robert Peel appointed a COmmit';f
tee to report on the situation. :

(To be continued)

Review.

The Indian Colonial Review.

Edited by Mr. T. K. SWAMINATHAN.
Annual Subscription Rs. 6/- inland;

12 sh. foreign.

We have received the first number of
“The Indian Colonial Review” an English
monthly devoted to Emigration,  Coloni-
sation, Trade, Travel and Politics. It is an

excellent magazine advocating the cause of

the Iudian Emigrants abroad. The articles*
coutained in the issue under review are varied-
and highly interesting. We belicve this Jour™
nal should greatly appeal to our countryme®’
lnterested in the welfare of our brethre™
who have settled in South Africa, Malay#
and other foreign lands where their posi'fion
Is at stake at present.  We wish the Joumal
every success. Copies can be had of the

Editor, 27 Thumby Chetty Street, Madras-

—

Government of India.

Finance Department.
RESOLUTION.
The 14th September 19335.

No. DB. /6380 F.—In their Resolution
No. 509 (Post Office), dated the 11th March
1905 the Government of India announced
their decision that the rate of interest allowed
on cash deposits (at call) in the Post Office
Savings Banks should be reduced from 3}
per cent. to 3 per cent. per annum, In
view of the general reduction in their

i
borrf)v\ring rates the Government of Iﬂdiaf
th).n51der that a further reductivn is now 5“5"?32
ified. They have accordingly decided thﬂt%

with effect from the Ist of November 1933"715

the rz‘fte of interest to be allowed on caSi}:z
deposits in the Post Office Savings Baok®:
shall be 23§ per cent, per annum, '

—————
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Manager. ‘‘ Indian Commerce ™

The Organfsation of a Bill
Market in India.

OxNE of the main advantages expect-
ed to be derived by the member or
scheduled banks which according to the
Reserve Bank Bill are required to keep a
deposit of 737 and 24/ to their demand
and time liabilities respectively in cash
with the Reserve Bank s that they may
enjoy the facilities of rediscounting com-
mercial bills with the latter in times of
need or financial stringency ~ This hope
naturally conveys an impression to one
that the scheduled banks are now a-days
hwing a good business in discounting
commercial bills, one of the main func-
tions of a modern banker, whereas the
actual state of affairs in the country in
this matter is quite the reverse. Our
banks, excepting the foreign Exchange
Banks, do a very small businessin bill
discounting in the proper sense of the
term and the expectation of a great im-
provement in this line within a short
time after the establishment of the Indian
Reserve Bank is, in our opinion, likely to

pY
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prove only a very pious hope. The
system of reducing to writing a credit
dealing on the very day it takes place is
quite uncommon in this country. Even
when a trader takes a loan from a banker
on the security of his promissory note
and some other collateral security, on the
understanding that the loan is to be re-
paid at the expiry of three months from
the date of borrowing, he executes
a demand pro note only instead of a three-
months’ period pro-note with the object of
saving the heavy stamp duty in the case
of the latter. Further, among Indian
businessmen the system of drawing bills
of exchange for collection of debts has
not become popular. So we think some
inducement must be offered to our
traders and they should be encouraged to
draw bills of exchange; otherwise a good
supply of bills may not be available to
suit the requirements of our banks

In England there is a well organised
commercial bill market and even there,
banks are not engaged in discounting
bills directly with the traders and mer-
chants who offer them for sale. Well
established firms of bill brokers who have
a thorough knowledge of the financial
position of the various manufacturers and -
others who offer bill for sale act as
middle-men between the bankers and the

merchants  selling them  These bill-
brokers whose credit in the financial

\USby gy,
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world is at its zenith, borrow from banks
ou very low rates of interest on the
understanding that the loans are to be
repaid whenever demanded or at short
notice, usually known as “at call” and do
a good business in discounting bills in
the open market, at rates, in most cases.
lower than the Bank rate, by one-half to
three-fourth per cent. Thus most of the
bills available for sale come to their
hands and whenever they need additional
loans to carry on their trade they tender
a parcel of bills they have discounted to
their banks as collateral security for their
loan or discount them outright with their
banks, when their current accounts are
credited with the proceeds. Thus Bri-
tish Bankers, though engaged in dis-
counting bills, are absolutely safe and
incur no loss, because the bills they have
purchased bear the signatures of the
wealthy bill-brokers who may be called
upon to pay,—and who do actually pay--
in case a bill is dishonoured. The bills
discounted by the British Banks in this
manner are in some cases rediscounted
with the Bank of England, the Bankers’
Bank, and thus in times of financial
stringency, the Bank of England is able
to render monetary help to the needy
banks in England and arrange for the
elasticity of currency needed at particular
seasons of the year, Bat in India where
the supply of bills available for sale is
not good, bankers have to exercise a good
deal of caution and discretion in choos-
ing suitable instruments with a view to
minimising their risk, because they are
not sure that the bills they discount will
be duly honoured, in the absence of a
guarantee of a bill-broker asin England.
So, from the point of view of the sche-
duled banks, if the bills rediscounted by
them with the Reserve Bank are not
honoured at maturity, they would be

placed in the same position as that of an
ordinary borrower and will have to pay
the Reserve Bank immediately, some

hov_v or other, with a view to maintaining
their prestige.

Thus it will be seen from the above
that there is a great difference between
the practice of bill-discounting as is in
vogue in England and in India and unless
and until the English system is brought
into force in this country anda well ot-
gamsed bill market is created. scheduled
banks will have little or no opportunity
of enjoying the facilities hoped for and
their cash deposits with the Reserve
Bank will only prove an unremunerative
item or .‘dead stock’ reducing their work-
Ing capital to the extent of their deposits.

To cur mind there seems to be two
Ways open to attain our objective  First
of all the stamp duty on period bills of

exchange which is now ad valorem should

be completely abolished or if this whole-

sale abolition is not immediately possible -
on account of the loss of revenue to the

Government, it should atleast be reduced
to that of ‘demand bills now in force
and thereby the habit of drawing bills
among the mercantile public should be
greatly encouraged. If the drawing of
bills becomes familiar, as soon as a credit
transaction takes place, the resulting debt
;S immediatly turned into a negotiable
Instrument, facilitating its conversion
into ready cash before the due date fof
payment, instead of keeping the debt
frozen as it shoulq naturally be when 2
bill of exchange is not drawn. Had it not
been for t.he heavy stamp duty, most of
the Promissory notes now executed woul
fiontam the true terms of the contract "
ebt and the existing practice of issuirf
a demand pro note to all outward appea
rance while there ig a completely diﬁé}

b
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rent oral understanding between the
borrower and the lender would have been
completely put an end to- Again, asa
result of the large use of bills, our native
indigenous bankers, shroffs and other
hundi merchants who may be expected,

" by virtue of their local knowledge, to

know the financial standing of the traders
would develop and take a special interest
in their business of bill discounting and
in course of time, they would take the
place in India of the bill-brokers in
England and form a good link and safe
medium between the joint stock banks
and the traders using bills. It is only in
this way that banks discounting bills can
be free from risk and in times cf financial

“stringency they may freely seek the help

of the Reserve Bank,

The second way that would greatly
facilitate the achievement of our ambi-
tion is the affording of facilities for the

collection of cheques and bills payable

anywhere in India, without incurring any
expenditure, through the medium of an

All-India Clearing House and Provincial
Clearing Houses as in England. If these
clearing houses are brought into existence
the use of cheques and bills will become
very popular, and the banking habits of
the people also will be fostered. We
believe these two reforms are very
urgently needed in the interest of the
trade and commerce of the country and
their postponement should no longer be
permitted. The Government of India
should immediately abolish the stamp
duty on bills and our bankers should put
their heads together and see that an All-
India Clearing House on the model of
the “Country Clearing” in England is
formed at an early date. We hope our
joint select committee members of the
Reserve Bank Bill will pouder over these
suggestions and recommend to the Gov-
ernment of India the abolition of the
stamp duty on period bills and pro-notes
with a view to organising a bill market in
India and thus see that the scheduled
banks get some benefit in return for their
compulsory deposits.

Banking in England.
BY
J. S. PONNIAH, wm. a. Dip. Econ,, American College, Madura.

(Continued from page 322)

The Bank Charter Act of 1844.

The main outcome of the deliberations of
the Committee was the idea of controlling
the issue of currency notes by centralising
note issue and vesting that responsibiliiy on
the Bank of England. For it was believed
that if note issue was controlled, speculation
would be checked.

Hence it was provided that the Bank
could increase its note circulation only when
it can increase the stock of gold and not
otherwise. The Bank had the right of

issuing currency notes up to 14 million
pounds without any gold backing, this amount
being the Government debt in the shape of
securities; over and above this amount for
every five pound note issued, it had to keep
coins or bullion as reserve. To see that the
bank discharged this responsibility faithfully
it was divided into two departments, *the
Issue Department” and ‘‘ the Banking De-
partment . The accounts of both had to be
kept separate. It was also required to pub-
lish a weekly statement of its position. These
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provisions took away from the Bank of
England its right to judge for itself the
amount of notes it could issuc and the reserve
it should keep.

In addition to these provisions rcegarding
the control of note issue, new banks that
were to be started were to have no right of
note issue, and the existing backs were to
limit their amount of note issuc to their total
average circulation during the early part of
1844, which amounted to £ 8.63 mullions.
Thus the note issued by other banks could be
issued only to this extent. If these banks
were to become insolvent or to amalgamate
themselves with other baunks, they were to
lose the right of note issue and the Dank of
England could increase its note circulation
up to two-thirds of the amount of notes thus
lapsed.

The results of the legislation.

The object of the legislation, as stated
above, was the control of note issue to pre-
vent panic, crises and drain of gold by limi-
ting the issue of notes to the total stock of
gold available in the country. But this object
was never realised. For if people exchanged
all the notes of the Bauk of England for gold,
there would be drain of all its gold.  Pauics
and criscs could be cngendered by a mere
lack of confidence in the institutions, not
necessarily always as the result of over-issue.
The Bank Charter Act was suspended three
times in the 19th century—in 1847, 1857
and 1860.

On the other hand, the mecasure greatly
curtailed the available quantity of credit
required for legitimate trading since expan-
sion of credit was made dependent upon the
available stock of gold. Fortunately, this
restriction of credit was overcome by an
entirely  unexpected development.  For,
having lost their right of note issuc and there-
fore of expanding credit, the Joint Stock
Banks and other bankers developed the
cheque system.  The Act of 1844 was thus
indirectly responsible for onc of the most
characteristic features of the Fonglish banking
svstenm.

In spite of these two defects, the legic-
lation should be regarded as the most mo-
mentous one in Iinglish banking, (1) it cen-
tralised currency control and made the Bank
of LEngland the sole controller of national
credit: (2) conscquently the Bank of England
became the central bank or the bankers’
bank the centre and the pivot of the whole of
the monctary svstem, (3) the limitation of
note issuc for the banks started before 1844
obliged many of them to amalgamate them-
selves and form stronger banks, Now banks
that were started alse found it profitable to
amalgamate since thev could not create cre-
dit by note issuc.  In 1844, there were 207
private banks and 72 Joint Stock Bauks, but
by the vear 1921 all the private banks exeept
only one have disappeared and the number of
Joint Stock Banks has fallen to 47, Iixten-
sive amalgamations were made between 1917
and 1919 also. At present five large London
Joint Stock Banks (known as the “Big Five”)
control thz whole banking business of
LEngland.

War Finance.

Since the outbreak  of the war, a revo-
tion came over the organization of the Bank
of England. (1) The first Act of the Gov-
crnment. was calling in gold and gold coins
and  centralising all gold resources in the
vaults of the Bank of England.  (2) The ex-
port of gold was prohibited under the
Defence of the Realm Act: for  Germany
was tryving  to sell securitics abroad and in-
crease her gold resources.  England  had
therefore to close the Stock Exchange on the
29th July, 1914, Lest the citizens should
withdraw  gold from the Bank of England
four days were also declared as bank  holi.
days: (3) The Government by an Act of
Parliament was empowered to issue treasury
notes for £1 and 10 shillings to an unlimited
extent. These were bonght by the banks
and added to their resources on which the;‘
could extend eredit.  There was thus o layee
nflation (_)f both currency aud credit, (r:l)
Thesc devices having failed to meet all their

(Continued on page 3571)
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Amendment of Indian Companies Act.

BY

PRINCIPAL SOHRAB R. DAVAR, BARRISTER-AT-LAW,

of Dawar’s College

The Companies Act in India was passed
in the year 1913.  This Act of 1913 was an
adaptation, with certain alterations to suit
Indian requirements, of the English Com-
pany’s Consolidation Act of 1908. It will
thas be seen to what extent this important
piece of legislation is out of date in these go-
ahead days when the company system has
made rapid progfess and developed all over
the world to an extent unheard of during the
past twenty years. In England since the
passing of the Act of 1908, they appointed
two comumissions, one presided over by Lord
Wrenbury and the other by Mr. Green.

The investigations and recommendations
of these commissions have resulted in the
passing of the English Companies’ Act of
1929. This English Act of 1929 had to be
passed rather hurriedly because the Parlia-
ment was at the time on the eve of dissolu-
tion, with the result that though many new
and wholesome amendments have been
effected, the enactment is discussed to be far
from being perfect. The British Press and
the public in common with professional
bodies, such as the Institute of Chartered
Accountants through their recognised organs
are clammering for ah early revision.

Amendation persistently Demanded.

We in India have practically done no-
thing since the old Act of 1913 in spite of
persistent public demand for the amendment

of Commerce, Bombay.

of our Indian Companies’ Act. This demand
has been voiced both by the Indian and
Anglo-Indian  Press and even the learned
judges have in their decisions frequently
commented in their judgments on the defects
of the Act. ~ Some eminent members of the
Legislative Assembly and others have called
upon, at regular intervals during past years,
the respective Commerce Members in office
to declare the intention of the government in
this direction. The replies given during
these past ten years or so have been more or
less stereotyped. In early years the excuse
was that as England was busy investigating
this question through its commission, we
might wait until the Inglish Act was
amended. In about 1929, after the English
Act was amended, a similar interpellation in
the Assembly brought out the answer that
the government were considering whether an
investigation through a committee in India
should precede the amendment of the Act;
and there the matter has been allowed to
rest during the years that follow.

Why not Move Now?

This 1s, we submit, the most appro-
priate juncture when the 'matter may be
taken in hand without delay. Our industries
were never so low as at present. They are
all worked under joint stock companies’
system. The world condition is more pro-
mising, thanks to the satisfactory results of
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the Laysanne Conference. The economic
revival seems to smilc on a tired, und sorely
tired, world through the mists of the social
and political upheavals on the horizon. The
result is that both the Presidents of the
Bombay Stock Exchange and the Indian
Merchants’ Chamber have once again thought
it necessary to devote time and attention to
this question. Both have demanded an early
amendment of our Companies Act. The
Bombay Shareholders’ Association took up
the question a couple of years ago and its
company law amendment sub-committee, of
which I had the privilege to be the chairman,
prepared and formulated the directions in
which amendment was necessary. We have
no doubt that, now that the matter is agi-
tated again, the association will try and com-
plete its investigations in this direction as
early as possible.

Indian Industrial Stagnation.

We have of late passed through a period
of depression not only through world causes,
but also through local conditions. Now that
a world revival is within sight, we should try
and see in what manner we should harness,
if not abolish, the most wasteful system under
which most of our industries are at present
managed by firms of managing agents, an
institution peculiar to this unfortunate
country which has been dominating the
working and organisation of joint stock enter-
prise in this country for generations. The
textile mills industry which is a staple indus-
“try of Bombay, is suffering from stagnation
and decay and some of the best mills which
at ore time paid handsome dividends have
closed their doors and are being liquidated,

There may be other reasons such as foreign
competition, but there is not the least doubt
that this unfortunate result is in a large mea-
sure due to the inherent defects in the system
of management through agency firms.

‘There are numerous manipulations which
some of the agency firms with a number of
joint stock companies under thejr contro] have
been shown to be carrying on, which, though
undesirable and against the interests of the
shareholders and the industry, cannot be
prevented for want of adequate legislative
powers.  We no doubt hear of many com-
pany irregularities and failurcs in Great
Britain also, but in the absence of hered
vested rights such as an agency agreement
alone can provide for, the havoc is not much
greater than we hear of. If, therefore,
England with its amended Act and unbur-
dened with the setback of hereditary ma-
naging monoply is clamouring  for fllrther
amendments, there is no reasop why we in

India should be kept waiting so long for the
long overdue amendment.

itary

A Public Enquiry Necessary.

If a satisfactory amendment or r
overhauling of our Act hag to be effect
shall have to Investigate the question
from the standpoint of Indjan condit
This may only be done through 3 special
enqun‘y. committee. There are po doubt
vested interests which dread the idea of such
a public enquiry into the workin
stock componies. The
holders have made it cle
desire is a public enquir
ing of the amended Act
sations.

ather
ed we
fully
ions.

g of our joint

ar that what they
y preceding the draft.
through theijr organi-

investor and share~
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The vested interests desire no such

_inquiry but are satisfied if a bill is drafted

_and circulated for opinion in the usual way.
We submit that the latter course seems to
shirk the idea of an investigation through
witnesses who can be cross-examined by
either side, a process through which alone a
very important and controversial question

like this can be satisfactorily dealt with. The

investor is the person most interested in this
matter and unless his point of view is res-
pected, the growth of our industries is sure to
be impeded for want of capital. A nervous
investor who has suffered so much for years
through unsatisfactory company management

is not likely to come out boldly to contribute
his savings towards the capital of new enterpri-
ses. The question, therefore, is not only of local
or sectional importance and therefore cannot
belooked at from the point of view of a small
group of vested interests, but it is one of too
great a national importance to be neglected
or negligently dealt with. In other words.,
legislation with a view to amend Companies
Act after a proper inquiry is of the greatest
importance which should be taken wp in
preference to other legislation in case the
country’s economic position is to be improved
and its industrial rise and expansion brought
about within reasonable time.

The Possibilities of an important Indian Industry.

BY

C. A. KRISHNAMURTI RAO, M.A,, F.R. Econ. S. (London).

The Indian public has not sufficiently
realised the wonderful possibilities of the
Indian paper and pulp industries, the demand
for whose product is sure to be ever on the
increase with the rapid progress that India
is bound to pass through in the days that are

yet to come. An examination into the condi-

tions under which these industries work in
India would be really useful for a proper
understanding of their problems.

As early as 1924 and prior to that, a

demand had been made by the Indian paper
manufacturers for protection for the industry

from depnndence on foreign materials and

for eventually developing an export trade in

boo pulp. In 1925, the Tariff Board
M\ recommendations. The Bamboo Paper

- Industry Protection Act of 1925 imposed

protective duties on certain kinds of paper,
which expired on the 31st of March, 1932.
So the Tariff Board was again requested by
the Government to make inquiries as to how
far the Act had achieved its purpose, and
whether continuance of the protective duties
was desirable and beneficial. The report of
the Tariff Board was available in 1931.
Following are the principal findings and
recommendations,

The consumption of -paper, including
paste-board, in India increased from 111,963
tons in 1924-25 to 175,627 tons in 1929-30,
but fell to 154,277 tons in 1930-31; and, of
these quantities, the Indian mills have steadily
supplied from 22 to 25 per cent. The con-
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sumption of paper of protected classes in-
creased from 43,331 tons in 1924-25 to 53,384
tons in 1929-30, but fell to 49,046 tons in
1930-31, and of this paper the Indian mills
supplied from 53 to 71 per cent. The nine
paper mills now working in India were res-
ponsbible for an output of 40,000 tons. 1
Indian paper mills have been largely
using imported pulp, first, owing to the low
price of pulp, and secondly, owing to the
fact that the financial aid recommended by
the Tariff Board was not granted. Therc is
now an annual expenditure of Rs. 20 lakhs
on Indian materials and labour which would
otherwisc have been spent on imported paper.
The Indian mills have the prospect of cap-
turing an additional market to the extent of
20,000 tons per annum, apart from the normal

increase in consumpticn.

The amount of bamboo available in India
and Burma is sufficient to supply the needs of
the Indian paper industry, and even develop
an ample export trade. The average quality
dry bamboo which cost about Rs. 55/-per ton
in 1925 now sells at Rs. 38—4—0 a ton or
even less. Considerable improvement has
been made in the mechanical treatment of
bamboo, and furthcr experiments are still
being made. The digestion of the material
is done by the acid sulphite process at the
India Paper Pulp Co.)s mill at Nauhatj.
Other mills use the alkali process. The
bamboo paper has been found to be quite
satisfactory for most purposes. § But the
future depends on the proper exploitation
and development of the bamboo to a degree
and in a manner that the paper industry can

+ Report of the Tariff Board,
* Report of the Empire Marketing Board for 1932,
$ India in 1930—1931.

think of a time when it can entirely- dispense
with protection.  In the opinion of the Tariff
Board, grass also occupies an important,

place in the industry and should thercfore, he

subjected to the same broposals for assistance

A withdrawal of the present duty would

endanger the very existence of the industry

in India. A duty on imported pulp at Rs. 45
per ton would be directly encouraging, *

The present duty of R, 140/-per ton or

onc amna per 1b,  should he continued

according to the Tariff Board’s recommenda-
tions, for some seven vears at least. [t
siould include printing and writing papers
and newsprint and packing paper. The Indji.-
nisation of the staff with apprenticeship sche-
though not sufficient,
progress.  Sufficient effort docs
have been made in the matter of
Indians of promise and ¢

mes has made some,

ot scem to
attracting
; alent, sti]] less of
employing them, especially, in the paper-
making department, This aspect  shoyld
receive the attention of authorities suf ficient]
early. The paper pulp sections of the I oreq};
Research Institute 4t Dehra Duyp should l;e
developed especially with the object of co-

ordinating the experimenta] work carried oyt
by the mills,

It will be clear, therefore, that the
future .of the industry depends on the cq-
opf:ratlon of the Government and the public
quite as much as on that of the industry and
the brains at research work. But thig ma

be emphasised that the paper industry g onz
on vs./hich Indian capita] and enterpri;e may
profitably think of concentrating themser;}
It should OCCupy a prominent Place in ans);

case of planned or yp lanned
e p €conomy for

* Tariff Board, -
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L. A. BILL No. 41 of 1933.
RESERVE BANK oF INDIA BILL.
(Continued from page 315)
CHAPTER 1V.
GENERAL PROVISIONS.

44.  After making provision for bad and
doubtful debts, depreciation in assets, contri-
butions to staff and superannuation funds,
and such other contingencies as are usually
provided for by bankers, and after payment
out of the net annual profits of a cumulative
dividend at such rate not exceeding five per
cent per annum on the share capital as the
Governor General in Council may fix at the
time of the issue of shares, the surplus shall
be allocated as follows:—

(a) onehalf to a Reserve Fund, until
such Reserve Fund is equal to one-half of
the share capital, and the remaining one-half
to the Governor General in Council;

(b) thereafter, until the Reserve Fund
is equal to the share capital, cne-tenth to the
Reserve Fund, and the balance to the Gov-
ernor General in Conncil; and

(c) when and for so long as the Re-

“serve Fund is not less than the share capital,

a portion to an additional dividend to the
shareholders calculated on the scale set forth
in the Fourth Schedule, and the balance to
the Governor General in Council :

Provided that, so long as the Reserve
Fund is less than the share capital, not less
than fifty lakhs of rupees of the surplus, or
the whole of the surplus if less than that
amount, shall be allocated to the Reserve
Fund.

45. The Bank shall make public from
time to time the minimum rate at which it
is prepared to buy or re-discount bills of ex-
change or other commercial paper eligible for
purchase under this Act.

46. (1) Not less than two auditors shall
be elected and their remuneration fixed at
the annual general meeting. The auditors

may be shareholders, but no Director or other
officer of the Bank shall be eligible during
his continuance in office. Any auditor shall
be eligible for re-election on quitting office.

(2) The first auditors of the Bank
may be appointed by the Central Board
before the first annual general meeting and,
it so appointed, shall hold office only until
that meeting. All auditors elected under
this section shall severally be, and continue
to act as, auditors until the first annual ge-
neral meeting after their respective elcctions:

Provided that any casual vacancy in the
office of any auditor elected under this sec-
tion may be filled by the Central Board.

47. Without prejudice to anything con-
tained in section 46, the Governor General
in Council may at any time appoint such au-
ditors as he thinks fit to examine and report
upon the accounts of the Bank.

48. (1) Every auditor shall be supplied
with a copy of the annual balance sheet, and
it shall be his duty to examine the same, to-
gether with the accounts and vouchers
relating thereto; and every auditor shall
have a list delivered to him of all books kept
by the Bank, and shall at all reasonable
times have access to the books, accounts and
other documents of the Bank, and may, at
the expense of the Bank if appointed by it
or at the expense of the Governor General in
Council if appointed by him, employ ac-
countants or other persons to assist him in
investigating such accounts, and may, in re-
lation to such accounts, examine any Direc-
tor or officer of the Bank.

(2) The auditors shall make a report
to the shareholders or to the Governor Gene-
ral in Council, as the case may be, upon the
annual balance-sheet and accounts, and in
every such report they shall state whether,
in their opinion, the balance-sheet is a full
and fair balance-sheet containing all neces-
sary particulars and properly drawn up so as
to exhibit a true and correct view of the
state of the Bank’s affairs, and, in case they
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have called for any explanation or informa-
tion from the Central Board, whether it has
been given and whether it is satisfactory.
Any such report made to the shareholders
shall be read, together with the report of the
Central Board, at the annual general
meeting.

49. (1) The Bank shall prepare and
transmit to the Governor General in Council
a weekly account of the Issue Department
and of the Banking Department in the form
set out in the Fifth Schedule or in such other
form as the Governor General in Council
may, by notification in the Gazette of India,
prescribe.  The Governor General in Coun-
cil shall cause these accounts to be published
weekly in the Gazette of India.

(2) The Bank shall also, within two
months from the date on which the annual
accounts of the Bank are closed, transmit to
the Governor General in Council a copy of
the annual accounts signed by the Governor,
the Deputy Governors and the Chief Ac-
counting Officer of the Bank, and certified by
the auditors, and the Governor General in
Council shall cause such accounts to be pub-
lished in the Gazette of India.

(3) The Bank shall also, within two
months from the date on which the annual
accounts of the Bank are closed, transmit to
the Governor General in Council a state-
ment showing the name, address and occu-
pation of, and the number of shares held by,
each shareholder of the Bank.

50. (1) The Local Board of any area
may at any time require any shareholder who
1s registered on the Register for that area to
furnish to the Local Board within a specified
time, not being less than thirty days, a de-
claration, in such form as the Central Board
may by regulations prescribe, giving parti-
culars of all shares on the said Register of
which he is the owner.

. (2) If it appears from such declara-
tion that any shareholder is not the owner of
any shares which are registered in his name,

the Local Board .
accordingly. may amend the Register

(3) If any person required to m
declaration under ' sup, S quired to make a
~sect
make such declaration ection (1) fails to

. (4) Whoever makes af

m any df:claration furnished %I;E}S;itgltir:g::

S\{b-sectlon (1) shall be deemed to have com-

émt\ted the offence of giving false evidence
efined in section 191 of the Indian Penal

Code, and shall be punishable under the se-

cond paragraph of section 192 of that Code.

. 31. (1) Nothing in the Indi -
nies Act, 1913, shal% apply to th(zai;lar(l:komaﬁ;ld
the Bank shall not be placed in voluntax"y or
compulsory liquidation save with the sanction
of the Governor General in Council and in
such manner as he may direct.

(2) In such event the Reserve Fund
and surplus assets, if any, of the Bank shall
be divided between the Governor General in
Council and the shareholders in the propor-

tion of seventy-five
per cent and -
per cent, respectively, twenty-five

52. (1) The Central Board i
the previous sanction of the Goverrr:;y'G:rllg

make regulations consistent

(2) In particular and wj
. . without pre-
Judice to the generality of the foregoing g:g-
vision, such regulations may provide for all
or any of the following matters, namely;—

(a) the holding and condu
_ . ct of elec-
%ons ;ndgr this Act, including, if the geﬁt‘:‘:l
oard thinks fit, provisions for the holding of

any elections according to the principle of

November, 1933,

Indian Commerce.

Page 333

proportional representation by means of the
single transferable vote;

(b) for the final decision of doubts
or disputes regarding the qualifications of
candidates for election or regarding the
validity of elections;

(c) the maintenance -of the share
register, the manner in which and the con-
ditions subject to which shares may be held
and transferred, and, generally, all matters
relating to the rights and duties of share-

holders;

(d) the manner in which general
meetings shall be convened, the procedure to
be followed thereat and the manner in which
votes may be exercised;

(e) the manner in which notices may
be served on behalf of the Bank upon share-
holders or other persons;

. (f) the manner in which the business
of the Central Board shall be transacted, and

_the procedure to be followed at meetings

thereof;

(g) the conduct of business of Local
Boards and the delegation to such Boards of
powers and functions;

(h) the delegation of powers and
functions of the Central Board to the Gover-
nor, or to Deputy Governors, Directors or

.officers of the Bank;

(i) the formation of Committees of
the Central Board, the'delegation of powers
and functions of the Central Board to such

-Committees, and the conduct of business in

such Committees;
(j) the constitution and management
of staff and superannuation funds for the

.officers and servants of the Bank;

(k) the manner and form in which

.contracts binding on the Bank may be exe-
~cuted;

(1) the provision of an official seal

.of the Bank and the manner and effect of
-its use; .

[N

(m) the manner and form in which
balance sheet of the Bank shall be drawn up,
and in which the accounts shall be maintained;

(n) the circumstances in which, and
the conditions and limitations subject to
which, the value of any lost, stolen, mutila-
ted or imperfect currency note of the Govern-
ment of India or bank note may be refunded;
and

(o) generally, forthe efficient con-
duct of the business of the Bank.

53. In the Indian Coinage Act, 1906,
for section 11 the following section shall be
substituted, namely:—

“11. Gold coins, coined at His
Majesty’s Royal Mint in England or at any
mint established in pursuance of a proclama-
tion of His Majesty as a branch of His Ma-
jesty’s Royal Mint, shall not be legal tender
in British India in payment or on account,
but such coins shall be received by the Re-
serve Bank of India at its offices and agencies
in India at the bullion value of such coins
calculated at the rate of 8.47512 grains troy
of fine gold per rupee.”

54. The Indian Paper Currency Act,
1923, the Indian Paper Currency (Amend-
ment) Act; 1923, the Indian Paper Cur-
rency (Amendment) Act, 1925, and the
Currency Act, 1927, are hereby repealed.

THE FIRST SCHEDULE.

[See section 4.]

AREAS SERVED BY THE VARIOUS SHARE-
REGISTERS.

1. The WESTERN AREA, served by
the BOMBAY Register, shall consist of —

the Bombay Presidency including
Sind, the Central Provinces, Berar, Hydera-
bad, Baroda, Khairpur, the Western Indiag
States, the Central India States (including
Makrai but excluding Rewah and other States
of Bundelkhand and Baghelkhand), the Guje-
rat States, Kolhapur and the Deccan States,
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II. The EASTERN AREA, served by
the CALCUTTA Register, shall consist of—

the Bengal Presidency, Bihar and
Orissa, Assam, Sikkim, Manipur,Cooch-Behar,
Tripura, the Eastern States, Rewah and
other States of Bundelkhand and Baghel-
khand, and the Khasi States.

1II. The NORTHERN AREA, scrved
by the DELHI Register, shall consist of—
the United Provinces, Delhi, the Punjab. the
North-West  Frontier  Province, Ajmer-
Merwara, Baluchistan, Kashmir, the Punjab
States excluding Khairpur, the Simla Hill
States, Dujana, Pataudi, Kalsia, Rampur,
Tchri-Garhwal, Benares, the Rajputana
States including Palanpur and Danta,
Gwalior, Khaniadhana, Kalat, Las Bela,
Hunza, Nagir, Amb, Chitral, Dir, Phulcra
and Swat.

IV. The SOUTHERN ARIA, served
by the MADRAS Register, shall consist of —
the Madras Presidency, Coorg, Mysore and
the Madras States.

V. The BURMA AREA, scrved by
the RANGOON Register, shall consist of —
Burma, the Andaman and Nicobar Islands,
Bawlake, Kantarawadi, and Kyebogyi.

THE SECOND SCHEDULL.
[See section 43 and scction 2 (g).]
SCHEDULED BANKS.

Ajodhia Bank, Fyzabad.
Allahabad Bank.

American Express Compauy Incorporated.
Banco Nacional Ultramarino.
Bangalore Bank.

Bank of Baroda.

Bank of Behar.

Bank of Chettinad, Madras.
Bank of Hindustan, Madras.
Bank of India, Bombay-.
Bank of Indore.

Bank of Mysore.

Bank of Taiwan.

Bank of Upper Burma.

Bari Doal Bank, Lahore.

Benares Bank. :

Bhowanipore Banking Corporation, Calcutta.

Bhagwan Das & Co., Dehra Dun.

3yopar Sahayak Bank, Meerut.

Calicut Bank, Calicut.

Canara Bank.

Canara Banking Corporation, Udipi
(S. Kanara).

Central Bank of India.

Chartered Bank of India, Australia and
Chinn.

Chota Nagpur Banking Association.

Coimbatore Town Bank.

Comptoir National d’Escompte de Paris.

Eastern Dank,

Frouticr Bank, Dera Ismail Khan,

Grindlay and Company.

Hongkong and Shanghai  Banking Corpo-
ration.

Imperial Bank of India.

Imperial Bank of Persia,

Indian Bank, Madras,

Industrial Bank of Western India,
Ahmedabad.

Jalpaiguri Banking and Trading Corporation..

Karnan Industrial Bank.
Kumbakonam Bank, Kumbakonam.
Lloyds Bank.

Mahaluxmi Bank, Chittagong.
Mercantile Bank of India,

Mitsui Bank, Bombay.

Muffassil Bank, Gorakhpur,

Mysore Industral Bank, Bangalore.
Nadar Bank, Tuticorin.

National Bavk of India.

National City Bank of New York.
Nederlandsche Indische Handelsbank,
Nederlandsche Handel-Maatschappi je
Nedungadi Bank, Calicut.

Oudh Commercial Bank,

Pangal Nayak Bank, Udipi.

P.and O. Banking Corporation.
Punjab and Kashmir Bank, Rawalpindi.
Punjab and Sind Bank, Amritsar.
Punjab Co-operative Bank, Amritsar,
Punjab National Bank, Lahore.
Punjab Zamindars’ Bank, Lyallpur.
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Quilon Bank, Travancore.

Raikut Industrial Bank, Jalpaiguri.

Simla Banking and Industrial Company.
South India Bank, Tinnevelly.

State Aided Bauk of Travancore, Alleppey.
Thomas Cook & Sons.

Travancore Commercial Bank, Kottayam.
Travancore National Bank, Tiruvalla.
Union Bank of India, Bombay.

U. Rai Gyaw Thoo and Co., Akyab.
Yokohama Specie Bank.

THE THIRD SCHEDULE.

(Sée Section 43.)

Provisions to be contained in the agreement
petween the Reserve Bank of India and the
Imperial Bank of India.

1. The Imperial Bank of India shall be
the sole agent of the Reserve Bank of India
at all places in British India where, at the
commencement of the Reserve Bank of India
Act, 1933, there is a branch of the Imperial
Bank of India and no branch of the Banking
Department of the Reserve Bank of India.

2. In consideration of the performance
by the Imperial Bank of India on behalf of
the Reserve Bank of India of the functions
which the Imperial Bank of India was per-
forming on behalf of the Governor General
in Council at the places referred to in clause
I before the coming into force of the Re-
serve Bank of India Act, 1933, the Reserve
Bank of India shall pay to the Imperial Bank
of India a commission calculated on the total
of the receipts and disbursements dealt with
annually on account of Government by the
Imperial Bank of India on behalf of the Re-
serve Bank of India. Such commission shall
be one-sixteenth of one per cent on the first
250 crores of such total and one-thirty-second
of one per cent on the remainder.

3. Subject to the condition that the
Imperial Bank of India shall keep open
branches not less in number than those ex-
isting at the time of the coming into force of
the Reserve Bank of India Act, 1933, the

Reserve Bank of India shall allow the follow-

L}

ing balances to the Imperial Bank of India
at the interest rates hereinafter specified,
namely:—

(a) during the first five years from
that time—3 crores free of interest;

(b) during the next five years—2
crores free of interest and, at the option of
the Imperial Bank of India, an amount not
exceeding 1 crore at Z per cent per annums;

{(¢) during the next five years—1
crore free of interest and, at the option of
the Imperial Bank of India, an amount not
exceeding 2 crores at 2 per cent per annum ;
and

(d) during the next five years—at the
option of the Imperial Bank of India, an
amount not exceeding 3 crores at 2 per cent
per annum.

4. The Imperial Bank of India shall
not without the approval of the Reserve
Bank of India open any branch in substi-
tution for a branch existing at the time
this agreement comes into force.

THE FOURTH SCHEDULE.
{See section 44.)

SCALE OF ADDITIONAL DIVIDEND PAYABLE
TO SHAREHOILDERS.

A. If the maximum . rate of dividend
fixed under section 44 is five per centum and
so long as the share capital of the Bank is
five crores of rupees— :

(1) if the surplus does not exceed
four crores of rupees—Nil ;

.

(2) if the surplus exceeds four crores
of rupees—

(@) out of such excess up to the first
one and a half crores of rupees—a fraction
equal to one-sixtieth ;

(b) out of each successive additional
excess up to one and a half crores of rupees-
one-half of the fraction payable out of the
next previous one and a half crores of excess:.
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Provided that the additional dividend
shall be a multiple cf one-cighth of one per
cent on the share capital, the amount of the
surplus allocatcd thereto being rounded up or
down to the nearest onc-cighth of one per
cent on the share capital.

B. If the maximum rate of dividend
fixed under section 44 is below five per
centum, the said fraction of one-sixtieth shall
Be increased in the ratio of the difference
between six and the fixed rate to unity.

C. When the original share capital of
the Bank has been increased or reduced, the
said fraction of one-sixtieth shall be increased
or diminished in proportion to the increase or
reduction of the share capital.

THE FIFTH SCHEDULE,
{See Section 49,)
RESERVE BANK OF INDIA.

An Account pursuant to the Reserve Bank
of India Act, 1933, for the weck ending
on the day of

IssSUE DEPARTMENT.

Liabilities.
Rs.

Bank Notes held in the Banking

Department .
Bank Notes in circulation

Total Bank Notes issued
Government of India Notes in

_ circulation

Total Liabilities ...
Assets. .

A. Gold coin and bullion—
"~ (a) held in India ...
{b) held outside India
Securities of sterling standard
countries vee ees

Total of A ...

B. Rupee coin
Government of India rupee se-
curities -
Internal bills of exchange and
other commercial paper

Total Assets ...

Ratio of total of A to liabilities,

Dated the day of pcrlc‘;mt'
BANKING DEPARTMENT,
Liabilities.

Capital paid up . Rs.
Reserve Fund .
Deposits— o

(a) Government .

{b) Banks . .

(c) Others
Bills payable
Other liabilities ... -

Assets. -
Rs.

Notes
Rupee coin
Subsidiary coin
Bills discounted—
(a) Internal
(b) External .
(c) Government of India Trea-
sury Bills
Balances held abroad
Loans and advances to the Gov-
ernment
Other loans and advances
Investments
Other assets

wee

vee

.o
hd LXYY

“re .se

——nr

Dt .

Dated the day of 19
STATEMENT OF OBJECTS AND
REASONS.

The ob

ject of this Bill is to setup a
Dk for India. The Federal Struc-

|
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ture Sub-Committee of the first Round Table
Conference recommended that ‘‘with a view
to ensuring coutidence in the management of
Indian credit and currency....... efforts should
be made to establish on sure foundations and
free from any political influence, as early as

-may be found possible, a Reserve Bauk, which

will be ¢ntrusted with the management of the
currency and exchange.” The Vinancial
Safeguards Committee of the third Round
Table Conference reccommended “‘that steps
should be taken to introduce into the Indian
Legislature a Reserve Bank Bill conceived
on the above lines as soon as possible.” In

the report of that Committee it was also

Some

placed on record that “‘the Secretary of State
undertook that representative Indian opinion
would be consulted in the prepartion of
proposals for the establishment of the Reserve
Bank including those relating to the reserves.”

2. A representative Committee was
set up in order to give effect to that under-
taking and a copy of its report is attached as
an annexure. The present Bill is drafted in
accordance with the recommendations of that
Committee.

GEORGE SCHUSTER.
SIMIA,

The 4th September 1933.

Notes

ON THE

Indian Reserve Bank Bill

A. RAMAIYA, M.A,, F. R. Econ. S. (London)
(Advocate, Legal and Economic Adviser Madura-Ramnad Chamber of Commerce,
Director Bureau of Economic Research, Madura).

I propose in this Note to deal briefly
with certain important aspects of the main
provisions of the Reserve Bank Bill from the
point of view of an impartial student who
claims to know something of the subject.
Ever since I gave evidence before the Cur-
rency Commission about § vears ago, I have
been interesting myself in the subject of
money and credit, and trying to acquaint
myself with the monetary conditions of the
leading countries of the world and the nature
and scope of the problems connected there-
with both in their national and international
aspects.*

1. Reserve Bank Necessary and Desirable.

Whatever may have been the reasons
which induced the Government to introduce

* 1 think I must not inflict on the Committee some
of my own views on monetary reform which may per-
haps be considered revolutionary, They are to be
published presently in the form of a book entitled
“The Monetary System’.

£

the present Bill to set up a Reserve Bank
for India, it cannot be gainsaid that since the
Currency Commission made its Report
1926, informed public opinion in the country
has been strongly in favour of the early esta-
blishment of a Central Bank which will take
over the management of the Currency from
the Government, and serve also as a bankers’
bank. The prior attempts of Sir Basil
Blackett in 1927—28 to pass similar legisla-
tion failed, not because the people- of the
country were opposed to the establishment of
a Central Bank but because there was
genuine difference  of opinion with regard to
the constitution of the Bank, which could not
be reconciled, viz,, whether it should be
state-owned as the Members of the Legis-
lative Assembly honestly believed it should,
or whether it should be independent of the
State and managed as a private share hold-
ers’ Bank as was equally honestly contended
on the Government side. No one .in fact
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was opposed to the creation of a Central
Bank as every one recognized it to be neces-
sary for securing unity of policy in the
control of currency and credit if monetary
stability was to be achieved. But exag-
gerated importance was given by either side
to the form of the Constitution, each forget-
ting that the form could always be modified
by the Legislature in the light of experience.
The result was that the dual system of con-
trol of currency and credit which was sought
to be avoided by means of the Reserve Bank
continued to remain as before and the Gov-
ernment allowed to continue in charge of the
Currency  System, a pesitien which neither
it nor its critics wanted it to have.

In recommending their proposal of a
Central Bank, the Currency commission
stated:—“The economic history of the great
trading nations of the world during the last
half-century demonstrates, far more clearly
than any technical exposition of the workings
of the system could demonstrate, the high
efficiency of the system and its benign influ-
ence upon economic progress, wherever it
has been introduced”.  The monctary history
of the world during the past four vears has
further emphasised the necessity of a Cen-
tral Bank for the proper management of the
currency and credit situation in each country
and for effective cooperation between Cen-
tral Banks for maintaining stability of inter-
national prices and cther purposes connected
therewith. Onc of the first matters empha-
sised during the proceedings of the recent
World Monetary and Economic Conference
was the necessity for the creation of central
banking organisations where they did not
exist at present and the need for interna-
tional collaboration in the field of monetary
policy (W. E. C. Journal P. 71).

It is thus clear that there is a real need
for a central banking institution in India not
only for the better regulation of her currency
ard credit policies but to enable her to take
her proper place in the international mone-
tary system.

_ Whatever may be the form of the con-

stitution of such an institution, one thing is
undeniable—that there is a nct advantage in
taking the management of the currency out
of Government’s hands and concentrating in
the hands of a single independent  authority:
the management of Loth the currency and
credit reserves of the country instead of their
being entrusted to two  different authorities
whose policies may possibly be widely diver-
gent and sometimes even conflicting.  Of
course there must be ample safeguards for
cosuring - that the new authority recognises
itself to be the servant of the pablic an% dis;
charges its functions cfficiently and exclu-
sively in the public interest. )
. There are even now a few individuals
In the country who think that the present
tine  when, as the preamble to the prescnt
Reserve Bank Bill itself adimits, the mone-
tary systems of the world are disorganised,
15 not suitable for the setting up of a Reservc
Bank. Their doubt primarily seems to he
with regard to the wisdom of giving statutory
recognition to a monetary standard not based
on gold—which they fear will continue to
stay.  But it is universally admitted that the
present is not the time for the establishment
re-establishment or restoration of the gol(i
standerd in any form. urther the bill itself
expressly states that it leaves open  the ques-
tion of the monctary stundard best suited for
India to be considered when the international
Monetary position has  become  sufficient]y
clear and stable to make it possible to frame
bermanent measures. Though the objection
may have force as regards the adoption of a
bermanent monetary standard under present
conditions, it is no argument against the
constitution of a Central Banking Organisa-
tion which will undoubtedly ensure for the
country the benefits of a more efficient and
proper management of its system of currency
and credit than that obtaining at present,

11. 1t should not be the Imperial Bank.
f Whilfe public opinion
avour of the early establishment of a Re-
serve Bank for India, it is equally strongly
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convinced that such a Bank should not be
the Imperial Bank but a new institution
solely devoted to Central Banking functions.
‘When the Currency Commission was taking
evidence in India, every one of the witnesses
(including myself) advocated the conversion
of the Imperial Bank into a State Bank
and entrustment to it of the manage-
ment of the currency. The Currency Com-
mission itself was so impressed with this pro-
posal that the idea of a new institution was
not at all put to any witness in India. It was
only when the Commission was examining
witnesses in England, especially when listen-
ing to the suggestious of the Right Hon’ble
Montagu Norman, that the Commission re-
cognised or rather was forced to recognise the
necessity of new organisatiou, independent of
the Imperial Bank.* Anyone who reads the
evidence of the Governor of the Bank of
England cannot but be convinced of the abso-
lute soundness of the proposal for the
creation of a Central Bauk in preference to
the alluring suggestion of conferring on the
Imperial Bank itself central banking powers.
At present, in India, except a few of the
Imperial Bank shareholders who fear
depreciation in value of its shares and loss
of profits to themselves, I don’t think
anybody in the country really desires to
entrust the Imperial Bank with the functions
of a Central Bank.

The arguments in substance against
handing over the control of the currency and
right of note issue to the Imperial Bank and
empowering it to discharge central banking
functions are briefly,

1. Being a fully developed commercial
bank with more than a hundred branches all
over the country, its activities asa commer-
cial bank may on very many occasions come
i conflict with its currency and credit policy
as a Central Bank. How can it exercise un-

* It may also be noted that the Currency Com-
mission consisted of ten members of whom five were
importantly ccanected with and greatly interested in
thie Imperial Bank either as Governors or otherwise.

biassed control over the credit situation if it
itself happens to be involved in it ?

2. If it is recognised that the credit of
a Central Bank should always stand highest,
then if it should happen that at any time of
financial stringency, the Imperial Bank’s
commercial banking business is exposed to
the same kinds of risks as those to which
other commercial banks are exposed and a
panicky feeling leading to a run on the Bank
results, then a very serious situation will be
created. There will be an attack not only
on its deposits but also on its notes which, in
such circumstances may possibly be tendered
in wholesale fashion for conversion into gold
or if that is not possible, sterling.

3. As the Imperial Bank will be a com-
petitor and that, a very serious competitor
of the other commercial banks, its impar-
tiality will always be suspected and there
will be perpetual complaint, either well
grounded or baseless, that it is abusing its
right of note issue and the other banks’
reserves in its possession by giving a favoured
treatment to its own commercial department
and branches. Sir Earnest Harvey of the
Bank of Euvgland enunciates as one of the
cardinal principles of central banking that
“a Central Bank should not compete with
the trading banks for general banking busi-
ness; for such competition will be unfair,
since the Central Bank will then be working
with funds entrusted to, it by its competitors.
If the Imperial Bank is to give up its commer-
cial functions—which is impossible in view
of its numerous branches all over the country
—then, apart from any other consideration
the Bank will be depriving the country of
the commercial banking facilities it has been
giving.

Of course the Imperial Bank will, by the
setting up of an independent Central Bank,
suffer in prestige to a considerable extent.
Having regard to its past connections with
the Government and the risks it had under-
taken in branch banking in order to discharge
the statutory obligation imposed on it at the
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time of its creation, reasonable compensation
will have to be given to it without question.
What however will be reasoncble compeu-
sation and its mode of ascertainment will be
considered later, when discussing the proposed
agreement between the Reserve Bank and
the Imperial Bank contained in Clause 43 of
the Bill and Schedule ITT. Further the Bank
will have to be freed from the restrictions at
present imposed on its coustitution and made
as frec as an ordinary limited company, regis-
tered under the Indian Companics Act, with
safeguards for any balances and agency
work that may e entrusted to it by the Re-
serve Bank,

1II. It may be in form a Share Holders’ Bank,

but must be so constituted as to function
solely in the interests of India.

As the Reserve Bank is  going to be in
charge of the entire monetary system of the
country and the ultimate source of supply of
the means of payment for all transactions,
measurable in terms of money, it will be the
most potent single factor capable of affecting
the cconomic life of the country for good and
for evil. Its achicvements and blunders are
going to tell unperceived on the individual
and collective economic well-being of more
than 350 millions of people. It will be en-
trusted with the country’s currency reserves
to the oxtent of Rs. 200 crores, besides
member hank reserves and Government Dg-
lances of considerable amounts and will also
transact various kinds of business on  behalf
of the Government and the public which will
affect the volume of currency and credit
available for all purposes. 1t is necessary
thercfore that the Bank should be so consti-
tuted as to function thoroughly in the fur-
therance of the interests of the country and
as Sir Cecll Kisch rightly emphasises ‘no in-
ducement must be allowed to divert the Bank
from the pursuit of the public interest with
the object of earning increased profits.
("Central Banks,” p. 48).

Now judged from this point of view, the
question is whether the provisions of the pre-
sent Bill with regard to the constitution of
the Bank are such as to ensure its proper
working as a truly national institution. Ac-
cording to the Bill, the Bank isto be g

sﬁareholdf:r‘s’ Bank, with a capital of Rs. 5
gmrcs, divided into 1,00,000 shares of Rs.
00 each. The shares are to be allotted to

five regis‘ge.rcd areas into which the country
is to be divided as follows,

I%ombay .-« 33,000 shares.
(,alm_ltta <« 33,000 do.
]I\)elhl -« 16,000 do.
ladras -« 10,000 do.
Rangoon - 8,000 do.

The shares are in the first instance to be
allotﬁed at the rate of two each to such
applicants as hyve applied for two or 1;1()re
shares and in case of over subscription, the
allotment is to be decided by lot, ’

~ Various contingencies are provided for
In case there are not enough of eligible ap-
plicants and so on—none of which howe(vler
will hap.pen. Therecan be no doubt that
there will be a very great rush for the sharés‘
and I won’t be surprised if the shares gre
over-subscribed a hundred times, The l:e'l‘sm
f(.)r.tlus is that while from the beginuin(" o
(}}\'1dcnd of 5% is assured* every oue kn{:)wi

though Clause 44

* '11 s1y ‘assured’ becalxse
may with seeming innocence 5
may uggest that no -
;ln,i;wll be allowed and that for a few years tgzogieer
olders may not get 5 per cent dividend, it does arr“e;

reveal the real situation ic
arithmetic. » Which is 2 matter of mere

and Taking the latest figzures of the P
(er;t Go_ld‘ St:xr}flar:l Reserves we fing that as against a
assf clr(,u.]ﬁt;f)n of Ks. 179,45,20,502 which w&a l:l:ﬂl
sume, will be handed yyer to the B:mk. the (:0
e ' S ing assets in the ’

g;l;iel)u}:wn to‘ the value of not less tl})]:nfolgl;n -(3);
gores. K u;):g t(iom of the f'a.ce value of not more ('han
20¢ rupeé n ‘m\ie:it;zmnc;lxp interest yielding sterling

d rupee se. . his mean
L)iet,i;é:r:)lfnlg; tthe Bank will be getting%ntttl;:etstfgzm et}l‘le
s étWeen Rs 80 crores and 10 ‘Tnte

4 1 H 0

:/]?;);:(!;ﬁlt: fthe neighbourhood of 4 to 4} s:::;?n?t ’F}:S:
rom the assets even at the very beg"\nning

aper Curren:y

rom Government balancss,
eagic;pomts. aad central banking
few years of i Y possible that within a

ever, subject, it

2 Ct, mus
which, however, ig vt be
breaking dow
catastrophe,

admitted, to g ibili

: possibility

X onery very remote, of the Bank
account of an unescapable
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that the Bank is going to be a great power
holding under its thumb the financial destiny
of the whole country, that its shares are very
hmited, will have a scarcity value and sell at
w very high premium from the moment of
issue, that fancy prices will be paid by those
who would want to get qualified for mem-
bership of a Local Board or the Central
Board as such persons arc required to own
shares to the value of Rs. 10,000 and that
voters will be made handsome payments for
their votes by candidates who scek election
to the Local Boards.

According to the Bill the maximum
number of persons to whom shares will be
alloted will only be 50,000. As the shares
will be a precious possession very many
Maharajas and Zamindars with their accu-
mulated hoards, and merchant princes and
powerful limited companies and banks will
rush to subscribe for the shares, and try to
acquire as many as they possibly can. It is
highly probable that a hundred or a few
hundred wealthy persons in the country will
try to acquire all the shares in their own
names and the names of other members
of their families. Within a year or two
of the commencement of the Bank all
the shares in each of the five regis-
tered areas will be concentrated in a few
‘hands, with the result that a few families will
monopolise the Local Boards and the elected
portion of the Central Board. This is not a
mere possibility but almost a certainty.

There is also another and a worse pos-
sibility. If one or more aggrieved political
parties in the country become so minded,
they can make the bank unworkable, by the
richer members belonging to them acquiring
many or all of the shares available in the
various registered areas, and creating a
situation in which qualified men with shares
worth Rs. 10,000 will be unavailable outside
their own fold for memberships of Local and
Central Boards. This is no fanciful statement
but something which may likely happen
having regard to the genius of the people of
India for non-cooperation and non-action and

their attitude towards the present Govt. Un-
less the constitution of the Bank has the sup-
port of public opinion many people in the coun-
try will work for the wrecking of the Bank.
And 1t cannot be said that in a country with
a population of 350 millions, the necessary
funds will not be forthcoming for this purpose.

Again if some of the strong commercial
banks, especially the powerful exchange
banks, are so minded, they can acquire all
or most of the shares at auy price, control
the whole electorate in all the areas, scud
their own nominees to the Local Boards and
the Central Board, and make them act to
their dictation and through them direct the
conduct of the business and policies of the
Reserve Bank for their own purposes. This
is not an impossibility. Strong cooperation
of the commercial banks actually defeated
the South African Reserve Bank though in
another manner and for another purpose,

Thus the scheme as provided by the Bill,
when logically worked out, leads to unthougit
of and dangerous results. I have merely
indicated three possibilities but there are
others equally scrious and demanding the
attention of those responsible for this picce
of legislation.

For all these reasons I consider that the
scheme provided by the present Bill is not at
all satisfactory and requires to be radically
changed. The following are some of the
suggestions which I venture to offer:—

1. If the Bauk should be a share-
holders’ Bank* then the share capital

* I am personally inclined in favour of a State
bank, which will be thoroughly a national institution
while being completely protected from political pres-
sute or attack. Having regard to all the circum-
stan :es of the case, so far as India is concerned, the
best course seems to me to be one in which eight of
the Directors should be selected by the Governor-
General from out of a number of 12 or 16 chosen by
the Indian Legislature from those who are not mens-
bers either of the Indian or Provincial Legislatures,
one chosen by the Federation of Indian Chambers of
Commerce, one by the Federation of the European
Chambers, one by an AU India Federation of Agricul-
ture to be newly formel, and one by the Scheduled
Banks from outsiders.
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should be at least 10 crores, and the
shares distributed on as wide a demo-
cratic basis as pcssible.  The value of
each share should be reduce.d to Rs.100,
so that every small genutne investor may
come in.

2. In order to keep the shares in
a sufficient]y large number of hands, the
maximum number of shares that any one
may hold should be limited to 10, so that
the number of shareholders will in no

event fall short of 1,00,000.

3. The share qualification for
Directors and members of Local Board§
should not be unnecessarily high and it
must be limited to a minimum holding
of 5 shares. If it be found nccessary
that Directors entrusted with responsible
duties in the Bank should be men of
property, the deposit of a moderate
security during their period of director-
ship may be a more suitable requirement
and a better course to adopt.

4, No shareholder should have
more than one vote, whatever may be
the number of shares he may hold.

5. In view of the fact that India
is a country of distances and each

1t is a essential condition of the Bank's indepen-
dence that no members of the T:eglslnture§ should
sit in its Board of Management. For, ()ther\vl!"t?, the
Rank will be perpetually exposed to at.t:}._ks 1,n t_he
1.egislatures at the inst:%ncc of those political Parties
which for the time being are fortunate enough to
have their own representatives in the B:oard of lthe
Bank. The ways of politics are tctally mcomp.u.nple
with those of Gentral Bank management, A po‘lmcmn
is always concerned with arousing public feeling and
iis course of conduct is guided by th'e barometer of
public opinicn in relation to his party’s politics. But
a Central Bank's sole aim is the safety of the monetary
and financial system and the economic welfare
of the country as a whole. “The hlstnz:y of
other countries shows that _Central Danks of issue
often become subjects of pplitlcal controversy and of
steong political animosities, and further. thatthe
greatest single danger to Central' Benks is probably
the danger of political exploitation.” (Extract from.
memorandum submitted to the Government of,Poland
by Dr. Edwin V. Kemmerer, one of t.he world’s fore-
most authorities on Currency and Finance. who was
entrusted with the task of reorganising the Polish

Currency in 1926).

registered area  will be considerable
in extent, elections to Local Boards if
they should be efficient should be con-
ducted by means of voting through
post, as in the case of elections to
the Senate of the University of Madras
and to the Council of State.

6. The Central Board consisting
of 12 members should be constituted as.
follows:—Six members to be elected
by the shareholders, one by the Fe-
deration of Indian Chambers of Com-
merce, one by the Federation of Eu-
ropean Chambers of Commerce and
one by an All-India Federation of Agri-
culture (inclding planting) to be newly
formed and three members to be noni-
nated by the Governor-General-in-
Council so as to ensure representation
of all interests.

7. While the Governor and
Deputy Governor may have to be men
of eminence and international reputation-
and experience, in as much as the mem-
bers of the Central Board are not likely
to be all experts, I suggest that an
Expert Advisory Committee of three
should be permanently in existence in
order to advice the Board on all matters.
of currency and finance, and they should
be appointed by the Governor-General-
in-Council.

8. A Government Supervisor sh-
ould also be permanently appointed in
order to safeguard the interests of Go-
vernment and to see that the Bank is
functicning in  accordance with the
provisions of the Act as a true servant of
the public, ‘affected with a great public
interest’,

9. With a view to make the acti-
vities and policies pursued by the Bank

widely and publicly known, 1 suggest

that the Bank should publish a monthly

bulletin of its activities and a detailed
Annual Report as is done by the
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Federal Reserve Board of U. S. A., and
the Annual Report should be presented
to the Government and also placed be-
fore the Indian Legislature.

10. The Governor-General-in-
Council shculd have a power of veto,
which may be exercised on the basis of
a report made to him by the Govern-
ment Supervisor or the Expert Ad-
visory Committee.*

11, Finally, there must be a pro-
vision in the Act for a review of the
whole position, functions and activities
of the Bank by a Statutory Committee
to be appointed by tle Secretary of
State or Governor-General-in-Council
or Cabinet, consisting of monetary and
banking experts of international expe-
rience and reputation.

IV. It must extend to the whole of India
including the States.

The Bill [Clause 1 (2)] provides that
the Act shall extend to the whole of British

* Though the Bank must have freedom of action

and be protected from Government interference, its
relations with Government must necessarily be close,
as will be seen from the following extract from
Mr. C, H. Kisch’s evidence before the Currency Com-
mission *Adopting the other hypothesis that there is
a reserve bank formed without commercial functions,
what would your view be as to the relation between
the Government and the reserve bank?—I think that
in any case the relations must be close and intimate,
becanse in the last resort the excbange policy is an
act of the Indian Legislature, and the Government
are respoasible to the Indian Legislature with regard
to the execution of the acts of that body. I thinks
therefore, that whatever is done it would be essential
for the Government to keep in close touch with the
Baak on matters of high policy.” (Q. 11140. Minutes
of Evidence, Vol. V, page 30). So also Mr. Montagu
Norman, I think it s of the utmost importance that
the policy of the bank and the palicy of the Govern-
ment should as all times be in barmony—in 25 com.
plete harmony as possible. I look upon the bank as
having the unique right to offer advice and to press
such advice even to the point of ‘nagging”; but
always of course subject to the supreme authority of
Government.” (ibid Q. 14597, pp. 234-5).

India, but unless the States are also included
within the zone of its operation, the Bank
will fail of its purpose. As British Indian
money is legal tender throughcut India, the
Bank will not be in a position to maintain
stability of the monetary system unless it is
in a position to regulate the volume of cur-
rency and credit for the whole of India.
Factors leading to a greater or smaller ab-
sorption of currency or credit by the States
such as the financial operations of the States’
governments, changes in the hoarding or
banking habits of the States’ peoples and
princes, changes in the methods of private
and public economy in the states, a greater
or smaller resort to the use of local currency
in such states as Hyderabad, Travancore and
so on are likely to affect the powers of con-
trol of the Reserve Bank cver the monetary
system. Unless the banks in the States are
included among the Scheduled banks and
brought under control, and the minting and
coinage privileges of such of the Ruling
Princes as still possess them, completely
taken away from them, there will not be that
amount of unity of policy in the regulation of
currency and credit which may be necessary
for a Central Bank to secure monetary sta-
bility. In the interests of the States them-
selves which are in many respects econo-
mically more backward than British India,

their union with the latter for the purpose of
having a united system of currency and cre-
dit will be an unmixed good:. The States
have therefore to be advised or if necessary
prevailed upon by the Paramount Power in
the exercise of its sovereign right of inter-
vention for the economic good of India as a

1The Indian States Committee (1928-29) have also
emphasised the advantage of a united monetary sys-
tem and stated *‘We are strongly of opinion that the
multiplication of different currencies in India is
hostile to the best interests of the states and to the
country as a whole. We have heard of one state
where the currency has been manipulated with such
results that trade has been seriously affected,”
(Report p. 47).
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whole, || to extend the operation of the Indian
Reserve Bank Act to their territories also.

As it is, the Bill is very defective in its
references to and distinction between ‘India’
and ‘British India’ which may lead to various
legal difficulties as instanced below.

The preamble recites that the aim of the
Act is to secure monetary stability in
British India and S.1 (2) extends
the Act to the whole of British India.
S, Zl(e) confines the definition of pro-
vincial cooperative bank to  societies
in British India, thus excluding co-
operative banks in the States.

S. 4 (3) provides that only those persons
can be shareholders who have their
pr}ncipal place of business or are do-
miciled in India, thus extending the
right to hold shares, to the Princes
and peoples of the States also. But
S. 4 (3) {c) would seem uninten-
tionally to exclude companies incor-
porated or registered under an Act or
Regulation of a State.

S. 6 permits the Bank to have branches
or agencies anywhere in India thus
including places in the States. Here
it is perhaps open to question whether
the Bark whosc sphere of operation
18 by S. 1 (2) extended only to Bri-
tish India, can transact any business

outside British India by having .

branches there.

5. 17 (1) authorises the Bank to trans-

act business for the Governments of -

Indian States also.

S. 17 (2) (a) and (b) permit the Bank's
dealing in bills of exchange and pro-
missory notes drawn and payable in
India (thus including the States also).
Here again it has to be noted that

under the law of British India bills .

|| The existex}ée‘of such a power is ambiguously
, affirmed in the States Committee Report, page 30

?rav_vn or payable in the States are
oreign bills, governed by different
provisions, with regard to present-
ation, dishonour, notice of . dishonour,
protest, etc.,, and as for decrees ob-
tained in respect of them execution is
not possible as the States and British
India .tr?at one another as ‘foreign
countries’.  Unless therefore the
whole of In@ia has a unified system
of law and judicial enforcement, it is
dangerous for the Reserve Bank to
deal in bills drawn andfor payable in
the States, as the liquidity of its
assets is liable to be hampered on

32(1::;1? of legal difficulties and

S. 22 says that the Bank will have the
sole_rlght of note issue in British
India and would thus seem to ex-
clude'the States from the benefits of
such issue. The States have also not
got the power to issue currenc
notes of their own. But they m'ty
1ssue demand bills and notes (S. 315.y

S. 33 (5) requires that the Bank shall
%Ol'ctl' '>17/20t'hs of its gold assets in
_trl 151.1 India (so that any holding in
1ts branches in the States will not
count for the purpose of this Section).

. 4{2 (1) requires that for the purpose
% 1fieterm)mng the liabilities of a
N (}:1 heduled bz_mk, its liabilities in the
g ole of India (including the States)
ave to be included. While this will

Bank which have b i
n : ranch offices in
}1]3r1t.15h India, a bank in a Statle,
aving no branch office at all in Bri-
tish India will wholly escape, as S. 42

cannot operate outside  Briti i
e e British India

- Sh'g‘vlvle:ts}i:ep01nts are mentioned heré simply
Lo show ngcessxty. of a uniform system of
purren 1y ,and credit and ‘unification of the
elating to sanfe ' for the whole of India-

L

affect banks like the Mysore State
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1 have not had either the facilities or the
time required to investigate the question of
the Bank’s relation with the States in full.
But I venture to suggest the following mat-
ters for consideration :—

1. By arrangement with the major
Staies, the Bank should open branches
or agencies in important places, and
undertake to transact all tinancial
business for them. The States Gov-
ernments should agree not to carry on
their financial operations such as the
raising of loans, etc., except through
the Bank and should also keep their
balance with the Bank. This will
enable the Bank to control the mone-
tary system of the country more effi-
ciently than it otherwise could and at
the same time secure advantageous
terms to the States.

o

In the assets of note issue, securi-
ties of the States, approved by the
Governor-General-in-Council and hav-
ing a maturity of not more than five
years may also be included np to a
fixed maximum of, say, 10 crores.
As the Bank’s notes will be current
legal tender in the States this is quite
a proper asset for backing the note
issue.

3 In order to make the Bank a tho-
roughly Central Bank for the whole of
India, it is also desirable that at least
2 of the Directors of the Central
Board and two members of cach of
the Local Boards are representative
of the States.  If no one of the elec-
ted Directors is such representative,
the Governor-General-in-Council may
so exercise his power of nomination
as to bring about this result.

vV, It must aim at Securing Monetary
Stability Internally as well as Externally.
The preamble to the Bill declares that
‘the Bank Is constituted for regulating the
issue of bank notes and keeping reserves with

a view to securing monetary stability. I con-
sider that this is and ought  to be the funda-
mental aim of the monetary authority of
every country. By monetary stability I
understand and I believe the authors of the
Bill also understood such stability of the
standard of value of a country as will keep
the internal price level as well as the rate of
external exchange fairly coustant. A sound
monetary system will combine both kinds of
stability, though the degree of importance
attached to either will vary according as the
one or the other is the more vital for the
particular country in question. Of course a
fairly constant level of internal prices is im-
portant for all countries, but in the case of
some, either foreign trade is found so neces-
sary or the recurring foreign obligations so
large or both so considerable that special
attention has to be paid to stability of the
foreign exchange rate or rates.

Under her present conditions India can-
not, I should think, endeavour or aspire to
have a closed monetary system in any way
cimilar to that now attempted by U.S. A,
to the neglect or subordination of her foreign
trade. The main reason for this is that she
has a heavy recurring external obligation to
discharge, for which she has to find the
means of pavment. As almost the whole of
this obligation is due to England, she is im-
portantly concerned with maintaining a
stable rate of exchange with sterling. With-
out going into the question” whether India
should aim at returning to the gold standard
or adopt a managed standard wholly or
partly divorced from gold at 2 future stage,
when the monetary conditions in the world
become steadied, we may not disagree that
for the present, the continuance of the Ster-
ling Exchange Staudard is the best course
open for this country. Of course such a
standard has some inherent defects. Far
from helping us to preserve stability of inter-
nal prices, profits and employment, the
maintenance of such a standard may trans-

‘mit to our credit system any serious dis-

turbanccs affecting England and other
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sterling standard countries. Further it is
also possible that the pursuit of a policy by
England to suit her own interests may, un-
less it is also advantageous to India, on occa-
sions prove inconsistent with the maintenance
of stability in and the best interests of this
country, if steps are not taken in time to
counteract its effects here. But such a con-
tingency is very rare, and ‘inview of the
greater experience of London in manage-
ment of currency and exchange and of the
presence there of a market more highly orga-
nised and offering greater facilities of all
kinds than might be possible locally’, (Plar-
ned Money By Sir Basil P. Blackett, p. 146)
stabilization of the Indian currency In terms
of Sterling will in normal times no doubt
stand us in good stead. As the Dritish cur-
rency system is undoubtedly being managed
by more competant people than India can
possibly have if she were to manage her
currency without refercnce to an external
standard, we are in a position to reap the
advantages of such management, without any
cost and at less risk. It must also be re-
membered that Sterling is at present the
strongest international monetary standard,
far surpassing in importance either the gold
standard, in which not more than a fourth of
the world trade is still carried on or the
closed dollar system attempted by U.S.A.

I am therefore strongly of opinion that
for the present at any rate, the link with
sterling is the best means of achicving exter-
nal stability for the Rupee. ~ The provisions
of the Bill relating to the obligation to buy
and sell sterling are in the right direction. I
would only suggest that the profits or a por-
tion of the profits of the Issue Department
must be allowed to accumulate in sterling
securities to the extent of at least 50% of the
country’s recurring external obligations,
under a Fund to be called the Exchange
Stabilisation Fund.

While the Bill contains elaborate pro-
visions for securing external stability it is

much to be regretted that it does not ex--
pressly enjoin that the Bank should maintain
mternal stability, though the various powers
given to it under Sections 17 and 18 may,
when wisely exercised, possibly enable the
Bank to achieve a fair measure of stability of
the interpal pricc level. In this country
there is no satisfactory = statistical organisa-
tion for the preparation, and publication of
index numbers of general prices (wholesale
or retail), which can be relied on as a sure
guide by the Central Banking authority - for
reg_ulatmg Its currency and credit policy with
a view 1o secure stability of prices. While
the powers of the Bank to maintain stability
of exchange are amply provided, the facilities
for achieving internal stability are absolutely
wanting. I should think that there must be
an express provision in the Act requiring the
Bank not at its own option but as a duty to
regulate in such of the ways available under
Sections 17 and 18 as it may consider pru-
dent, the volume of currency and credit with
reference to an index number of the whole-

sale prices of all the important commoditics.

entering into the economic activities of the
nation, adequately composed and carcfully
weighed. It may be said that the experience
of other countries does not prove the ability
of Central Banks to maintain the price level
by regulating the monetary machine and its
working. ~ But that is mostly because of the
conflicting iuternational economic policies
which the countries with which they are
concerned have been pursuing.  As the Mac-
millan Committee pointed out, there can be
no question about the ability of a closed mo-
netary system to bring about a rise of prices
or maintain stability. Tt is only international
disharmony that is the real disturbing factor
in the case of countries depending partly or
wholly on international commerce, The

relations of the Bank of England with its

own monetary system do show that, if inter-
national factors contributing to instability
are eliminated or counteracted, a Central

Bank can by adequate control over the-
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amount of bank money and credit, prevent
a wide departure from stability. *

V1, Other Suggestions with regard to various
Clauses in the Bill.

(1) Duration of Central Banking Functions.

While Clause 1 (4) gives a charter for
25 years, clause 30 empowers the Governor-
General-in-Council in case of the Bank’s
failure to comply with provisions of Chapter
111, to foifeit the right of note issue, take
over charge of the Issue Department and
make other arrangements to transact the
business of that Department. It would ap-
pear that these two Clauses are not quite
fully reconcilable. Further, in case the
right of forfeiture should be exercised what
is to become cf the obligaticns and transac-
tions of the Bank under Clauses 20, 21, 40,
41, 42, and 43? They are not statedly con-
nected with the Issue Department. A per-
tinent question will be whether the far-
reaching national responsibilities involved in
these provisions can be safely continued to be
cntrusted to a ‘defaulter’.  Clause 30 must
clearly provide for the surrender by the
Bank of all its rights and responsibilities

* 1 have not in this Note considered the question
whether the Reserve Bank of India as soon as it is
set up should in its efforts to maintain stability. re-
concile itself to the present level of prices, or attempt
to raise it to the level of 1928 and then maintain that
level. It is now universally recognised that the fall
of prices being an world fall, all countries of the
world should co-operate in their efforts to raise prices
by adopting reflationary processes, Though as the
Macmillan Committee Report emphatically stated
“our objective should be, so far as it lies within the *
power of this country to influence the international
price level, first of all to raise prices a long way
above the present level and then to maintain them
at the level thus reached with as much stability as
can be managed,” (page I17, para 275) the problem is
an essentially international problem and so far as the
Indian Reserve Bank is concerned, the safest course
for her will be to act in close conjunction with the
Bank of England in this connection.

under Chapter III. It must also provide for
the forfeiture, wholly or in part of the reserve
fund and surplus assets accumulated as per
Clause 44 and made divisible under cl. 51.

(2) Business which the Bank is authorised
to transact.

‘While the Bill contains in this connec-
tion the usual provisions relating to the
business of a Central Bank, as evidenced by
the working of such institutions in other
countries, there are two important matters in
respect of which there must be a modification
of the provisions of the Bill, in order to adapt
the functioning of the Bank to the conditions
of the country and habits of its people. As
Mr. Leon Fisher, President of the Bank for
International Settlements pointed out the
Monetary and Financial Sub Commission II
of the World Economic Conference there can
be no rigid rules for the operations of Cen-
tral Banks because they have continuously to
adapt themselves to particular conditions and
circumstances.

(a) Financing Agricultural Business:—

As India is and will for centuries to
come be a predominantly agricultural or
partly agricultural and partly industrial
country, special attention has to be paid to
her agricultural needs and the firancing of
agricultural procucts. It appears to me that
in framing S. 17 (2) (b) [which also affects
S.17 (4) (c) and S.18] and in fixing the
period of maturity at six months due consi-
deration has not been given to the time-lag
involved in the processes of agriculture. This
question with regard to the special measures
needed to be taken by Central Banks in ag-
ricultural countries specifically came up
before the World Economic Conference,
when Mr. Madgearu, the Roumanian dele-
gate, suggested among other things, the ad-
missibility of discounts of agricultural bills
with a usance of nine months, the purchase
by Central Banks in the open market of ag-
ricultural mortgage bonds, and the seasonal
relaxation in the ratio of legal cover. The
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onference was however of opinion thqt %n my view, take ful aer
tchese were matters that required to l?g deci- in which most of thi af:g;x:}i loft :'111(6136 rr(l;; o
ded with reference to tae local conditions of  country has baen cartied on for ‘QnerationS;
each country, such as the banking habits of  namely, accommodation through %ash credi
its people, the extent of banking facxhtxgs accounts. The authorg of B S e t0
available, and methods of transacting busi-  think that within g period of 5 years aftef
ness. As India is backward in all these t}}e Reserve Bank iS st o c)onqi‘d orable
matters, and the cheque system has not much  bill market will develop in tg'e c?mntr .. 1 don’
developed, T am of opinion that the period of - however agree that the hankin miihods o
maturity for agricultual bills must be fixed at  the people will so l'ep;dl h ;, gn ne o0 ve
nine months instead of six, and thp total face  with me an extract from tg f; a gvl et
value of such bills extended to i instead of }  of the Londog Statist of 613 \tcl)rml; it
of the total face value of all bills discounted reference tq the Avstral; -(5 o dwealf
by the Rescrve Bank. I find thatin Bul- Bank, which reads th(u:'m ! :‘Y;?‘[;)nmarket
garia the period of maturity is nine months  cannot be created at wil] T{r h il .
and } of the total value of holdings; andin  be made 1o change from o im; ftil‘n e
Yugoslavia nine months and } of the total or even from one day to a

) : » one ir tra*
holdings cn condition that such bills are pre-  ditional hab; Y€ar to another, their U

. . ts of obtaini dation
sented through a privileged Agricultural Bank from their banks, It ;}1‘1;1 l:genac-(z:;?:t habi

or Cooperative Union. (See World Ecopo- 1S ingrained it will he difficult to replace it by
mic Conference Journal p. 188). In USA. the mechanism  of accept o rsp ‘credits'”
also there has been an amendment of the Fe- Though I will not g0 so far 51 att;‘qc I questio?
deral Reserve Act by means of the Emer- the soundness of fixing a 9‘15 t lS;@riéd of
gency Relief and Construction Act) of 1932 years for the teplacement ;)Lfo‘:he lcqeh credi
by which the F ederal Reserve Loard was  or overdraft system by an ade u'nt‘élv deve-
permitted to authorise t.he Federal Res‘erve loped hil} market, And [ th q)f‘ oY azge
Banks to discount agricultural paper witha  a period of tep Years provisi ercuo' e\’&hizh’ p
maturity of 9 months. :xleedR be may have to be furft?eac )e'“cnded, i
ne Rese : ; e
N.B.—S.17 :12) (b) and (4) (C) con”  end of 1;:'(ep§-?;111( should so suggest at t
tain two independent restrictons which are ’
unnecessay and severe. While the former pro- (3) The Issue Department, irs right of not
vides that face value of the agricultural bills tssue, and ascets gng liabilities: —
purchased or rediscounted should not exceed

1/4 of the face value of all kinds of bills partment shall he separated and kept wholly

urchased or-discounted, subclause (4) (c) distinet fy : e
Ir)equires that loans and advances (as distinct R; om the Bankmg Department th

. 3.5 1]

from purchase and ' re-discounting) made Bapy Actsuggly18¢f&”0w§'d'd'Peel sh fag::;
against agricultural bills should not exceed of England into 't “B m'g taets \he
1/4 of the total loans and advances. Itisob- ope ¢ oncerned  so ;No .e};lmrthm\.n Lty
vious that the two separate restrictions while of issuing  notes e ydWl; 1 eh -
being unnecessary and perhaps not intended the Bank’s seneral b:nkint elz) ‘ (');e:: o
will limit the freedom of the Bank more than today consists main} r:;f i%s fils(tctions e
if they are treated together. l"gglulator of credit an)crl as the ‘banker’s bank’-

tions by means of the cash ¢ utility of this separation has long bee?
®) Transaccregit sjystem. / Questioned and though officials of the Tres:

o ) sury and of the B nded
S. 17 (4) (e) prohibits such transactions  the system, the I\;:: “i)iglal;‘;ngclaét::mai:

after a period of five years. This does not also seen no advantage in keeping the

In requiring that the Bank’s Issue D€
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departments separate (Report pp. 143-144). Central Board acting as ‘the Bank’ puts one
It is not clear why the authors of the present of its hands into the Banking Department
Bill should have thought fit to adopt what and the other into the Issue Department and
even in the only country of the world where effects all the necessary exchanges between
such separation exists, has come to be the two Departments.  In which case, a
regarded as obsolete and useless. The Report perpetl'ml exchange will have to go on bet-
of the Committee on Indian Reserve Bank Ween the one and tI?e other, the two Depart-
Legislation, on the recommendation of which ments being required to be carefully kept
the Bill has now been introduced in the Wwuolly distinct all the time in all the nume-
Legislature says in para 15 that the provision Ious trausactious; (2) It is not cl_ea‘r which of
regarding separation of the Departments has the two Departments is to discharge the
met with general approval in India. Buat Obll/gatu‘m to buy and sell sterltmg as required
I find no basis for this statement. It will Dby Sections 40 and 41.  Section 30 imposcs
be more correct to say that there is neither @ peunalty for .f{tllure of the Bank to comply
support nor opposition to the proposal, as with the provisions of Chapter II'I, _mcludmg
there has been no understanding yet of the these sections, and seems to indicate that
subject in India. these furctions are part of the business of
the Issue Department to be discharged for
There is an obvious objection (though 2and on account of that Departmen:. If so,
not serious) tothe keeping of a separate the obligations m'volved herein may exposz
Issue Department, wholly distinct from the‘ assets of that Department to the most
the Banking Department. As the assets S°erous rlS_k§ to t‘:le limit of exhausting. If it
legal requirements of the Issue Department 18 at thz risk of the Banking Department and
have to be tested by constant reference @S part of its business _that they are
to the securities and other assets heldin tO be dls?harged, then, in the event of
or exchanged with the Banking Depart- the Bank s defaplt, S. 30 doss not
ment, the position of the Bank is made Provide for the maintenance of the sterling
unnecessarily complicated and difficult of €XChange standard as contemplated by Sec-
understanding by  the public, besides tions 40 and 41. It may also be noted that
giving unnecessarily additional work to th.e_ Bank has authprxty gnder S. ;7, 3)
the two Departments for the purpose of Which may be exercised at its own option, to
effecting their mutual transactions and deal in sterling exchange with scheduled

adjusting accounts day to day. k});t)nksd and persons appointed by the Central
ard.

Further, there is no clear definition of
the functions of the Issue Department some (#) Member Bank Cash Reserves.
of which are left vague. For example, (1) *“ The first necessity of a Central Bank
While the Issue Department is given the charged with responsibility for the manage-
power to issue notes in exchange for coin, ment of the monetary system asa whole, is
bullion, securities, etc., there is no provision to make sure that it has an unchallengeable
in the Act (unless we take it by implication) control over the total volume of bank-money

. under which it can part with the gold or the created by its member banks.” (J. M. Keynes,
_securities when once they get into its re- A Treatise on Money, Vol. II, p. 225).
-serve. In case the Banking Department Clause 42 of the Reserve Bank Bill is in-

requires sterling securities in exchange for tended to help and achieve this end. There is
notes, and/or internal rupee securities or vice however an erroneous mpression among busi-
versa, the Issue Department is not obliged nessmen, and others in India that the main
or required to part with the securities or ex- purpose of such legal reserve

X < ! requirements
change securities for securities, unlessthe as contained

in this Clause is simply to
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ensure liquidity of the individual member
banks; and taking their stand cn this basis,
thev argue that the meagre cash reserves of
74% and 23% of the demand and time liabi-
lities of the scheduled banks, requiredto be
kept with the Reserve Bank are not goirg to
save them frcm insolvency if the banks are
not otherwise prudent in their lendirg policy
ae regards the remaining 923% and 973% of
their liabilities, and that therefore the reserve
requirements are useless and may misguide
depositors into thinking that their pesition is
secure when it is not, and not secure when
it really is secure.

Tre primary function of legal rescrve
rcquirements of the kinds provided by Clause
42 is nct to assure or preserve the liquidity
of the member banks, the maintcpance of
which depends on their own prudent manage-
ment but to operate in the direction of sound
credit conditicns by exerting an intluence cn
changes in the volume of bank credit and
enable the Central Bank to purcue an  effec-
tive banking and credit policy. The whole
subject of member bank reserves has been
thoroughly investigated recently by an au-
thoritative committee of experts of the
United States Federal Reserve System and
they point out in their Recport * in an un-
questionably convincieg manner that the
present system of legal reserve which re-
quires fixed percentages of demand and time
Liabilities has never functioned cffectively,
that it has not operated to relate the expan-
«ion of member bank credit to the needs of
trade and industry nor helped the Federal
Reserve Banks to regulate the volume and
activity of member bank ciedit. They sug-
gest that ‘since the volume of member bank
credit needed to meet the legitimate needs
of trade and industry depends on the rate
at which credit is being used as well as on
its aggregate amount, it is essential for the
exercise of a sound control that legal re-
quirements differentiate in operation between
highly active deposits and deposits of a less

® Report of the Committee on Bank Keserv
the Federal Reserve System, 1931. es of

active charagter.’ The committee’s main
recommerdation may be stated in their own
words.  “All member banks and all deposits
be treated alike for reserve purposes and ﬂA]e
formula vsed in calculating reserve require-
ments take into account directly, inste'?d of
indirectly as in the existing law, the El;ti\'it g
as well as the volume of the deposits held b}
each individual member bank, without re "erfl
to the location of the bank or the tcrn%q‘ of
withdrawal on which the deposits arc tech-
nically held. To accomplish this, (the con:-
mittce  proposes  that each member bank be
required to hold a reserve equivalent‘ t(; (a)
5 per cent of its total pet deposits, plus (i))
50 per cent cf the average daily withdra als
actually made from all of its deposit '1 .
counts, _These y\'ithdrawals, which are ;11015

by dehit entries on the books of mémbe?
banks, are the only real test of the activity
of a deposit  account and furnish the onlv
basis by which that activity can be equitﬂ:l.\'
and efrectively reflected in rcquirement; flo)
reserves. Under this proposal, therefor ‘r
eagh depqsi_t will carry a total reserve b'lseQ(i
cn its activity as well as on its amount( A
totally inactive depesit will carry a .tOt'l]
reserve of' only 5 per cent, while a de 10:' v
balarce which is checked out on the av [r lt
once a week will carry a total reserv(e eudlg'(‘
valent to 12 per cent of its amount }l‘gr-
the average member bank the total r.eserv >
under the proposed formula will be enuimlb-
ent to abopt 8 per cent of its deposits. 'i‘

prevent this formula from imposing too r (z
a burden in extreme cases, the 1recomm§ngfl

tions of the committee also provide 1hat 111—1

no case shall the aggrega .
< ate reserve
of a bank ¢xceed 15 p{;r rve required

deposits.”  (Report p2.)

It will be seen from thi
' this the i
portant function of member {)lt e

requirements being the exercise
control of credit in the interests
Industry, it is essential that such
quirements reflect both the vol
activity of credit outstanding;
credit conditions can develop ei;h

(Continued on page 325)
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(Continued from page 320)
war requirements the Government borrowed
very . large sums in the United States of
America.

The heavy purchases of food stuffs and
war materials from America and the counse-
quent transfers of money turned the foreign
exchange against England and caused wide
fluctuations in the rate of the dollar-sterling
exchange. Therefore exchange was ‘pegged’
at certain rates with the currencies of all the

leading countries. The pound was pegged -

at 47640 dollars rather below the parity of
exchange to prevent any profit on the export
of gold. Similar arrangements were made
with the framc and the lire. After 1919
pegging ceased and exchange was allowed to
find its own level. Thus, during the period
of war, government finances overbalanced
the entire money market. The abandonment
by Parliament of all control of currency and
credit or the legal establishment of an abso-
lute financial dictatorship by the Govern-
ment was a unique experiment.

Foreign Exchange Banking.

With the unpegging of the world’s ex-
changes in March 1919, there started one of
the largest businesses for the English bauks,
namely foreign exchange banking. Until
the Great War business in foreign exchange
was done largely by foreign banks and their
branches. The Directors of the Joint Stock
Banks feared foreign banking, because they
did not understand it. But during the war
period these foreign banks had to,leave
England and the English banks absorbed
their business. The Naticnal Provincial
Bank and the Lloyd’s Bank formed a subsi-
diary bank in France. Similar subsidiary
banks were started by other banks in other
countries. A group of smaller English banks
established the British Overseas Bank which
acts as their agents abroad. The English
Joint Stock Banks have now created a chain
of Banks working in all parts of the British
Empire and its Dependencies.

The extension of such banking activity
was made feasible by the improvements in

communications. London and Berlin were
connected by telephone on December 9,
1924. On the same day Rome and Vienna
were put into communication. In 1926, New
York and Sidney were connected. In 1933
Madras and Bombay have been connected
with London.  All these changes have made
London the centre for all fore’gn exchange
business. London is to-day the world’s
financial pulse.

Currency and Banking.

In early times the currency of England
was based on silver, the coins being all of
one denomination, the pennies. Each penny -
weighed 24 good wheat grains and 240 such
pennies weighed one Saxon pound (Ib).
These coins varied in size, weight and also in
fineness partly because of the crude moulds
used and partly because of deliberate frauds
committed by clever coiners by clipping the
coins. Such debased coins caused much

. inconvenience to traders and the State.

Hence, these coins had to be called in
from time to time and recoined at a great
cost. Fraudulent debasement was also indul-
ged in by the monarchs to augment their
revenues. It was Elizabeth who was respon-
sible for a thorough reissue of the coins with
the help of her famous Master of the Mint,
Sir Thomas Gresham but the large influx of
silver from America brought about a violent
change in the value of the metal. Conse-
quently there was a great disparity between
the face value of the minted coin and the
market value of the silver bullion. It was
profitable to melt down the coin and sell it
as bullion. The Government should have
had to reissue the coins so as to make the
face value and the bullion value equal.

"But a new step was taken in the reign
of Charles II. Coinage was made free; that
is to say, anybody could take bullion to the
mint and have it turned into coins, or get
bullion in exchange for coins. This new
principle of “free coinage” together with the
removal of all restrictions on the export and
import of bullion automatically adjusted the
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disparities between the face value and the
bullion value of the coins.

But it was found that at times gold or
silver was produced abundantly and the ex-
change value between these metals was
fluctuating. When gold appreciated in value,
gold coins tended to disappear, and when
silver appreciated, the silver coins tended to
disappear. To prevent the export or hoard-
ing of one or the other of the coins, England
forbade by law the use of silver coins tempo-
rarily in 1798 and permanently in 1860. Gold
was thus made the final single standard.
» Silver coin bccame mere ‘‘change” or “‘sub-
sidiary”. Such was the origin of the Gold

Standard.

Since Gresham’s time England’s cur-
rency record has been creditable. There
was no longer any debasement of the coins
and there was no resort either to incon-

vertible paper money. The Bank of England .

bad to maintain the convertibility of its notes,
The Bank was able to do so until (he out-
break of the French Revolution. But owing
to the abnormal political situation created by
that event, the Government authorised the
Bank to suspend the payment of cash for its
notes in 1796 and cash payment was not
resumed till 1821.  Gold coin was therefore
at a premium during this era of inconvertible
paper pound.

This was the reason for Ricardo’s pam-
phlet entitled the High Price of Bullion: A
Proof of the Depreciation of Bank Notes
and for the appointment of the Bullion Com-
mittee in 1810. The recommendation of
this Committee for the resumption of cash
payments was rejected at first, but an act of
1819 ordered the Bank of England to redeem

Its notes within four years. The Bank was
able to do so within two years. Thus by
1821 England returned to a free gold stan-
dard. Free trade in gold was the prelude
to free trade in commodities.

The gold standard endured until the out-
break of the war in August 1914, From
that day Englishmen are using only cheques
for all purposes. Even after the peace, the
country found itself in pOSSESSiOIl only of

. baper pounds depreciated in terms of gold.

Instincti\_/ely the banking and the mercantile
community set itself to the re-establishment
of financial stability which mecant the gold
standard with a free market for gold. This
was accomplished by the Gold Standard Act
of 1925. In April 1928 the Government
legalised the export of gold and the Bank of
England was authorised to sell gold in bars
of 400 ounces, following the precedent after
the Nepoleonic War when the lower limit of
sale was fixed at 60 ounces of bullion. Gra-
dually with the redemption of the treasury
notes and the recovery of sterling exchange a
free market for gold was established,

This restored gold standard was different
from the pre-War one, for the Bank of
England was not under obligations to pay
coin_for its notes; in other words there was
not free convertibility except when the notes
were tendered for purchase of gold for a
minimum of 400 ounces. This new gold
standard called the Bullion Standard was
functioning effectively till September 1931
when it was also suspended owing to the
heavy drain of the gold resources of the
Bank of England, caysed by withdrawals of "

large amounts of short term funds deposited
by foreign banks.

"
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excessive volume of bank credit or an exces-
sive use of a given amount of credit or both.
It is therefore my considered opinion that
the provisions as they are, of Clause 42 of
the Bill requiring the scheduled banks to
maintain fixed percentages of their demand
and time liabilities, with the Reserve Bank,
are what the experience of U. S. A. has
proved to be illogical and unsound and must
not therefore be adopted; and in their place
I commend for cousideration by the Indian
Legislature, the following clauses of the
proposed amendment to S. 19 of the Federal
Reserve  Act, which the committee above
named has suggested to Congress.

Bank Reserves.

“Sec. 19.( a) Each member bank shall
establish and maintain reserves equal to 5
per centum of the amount of its average
daily debits to deposit accounts; but, in no
event, shall the aggregate reserves required
to be maintained by any member bank exceed
15 per centum of its gross deposits.

“(b) Each member bank located in
‘the vicinity of a Federal Reserve Bank or
branch thereof shall maintain not less than
four-fifths of its total required reserves in
the form of reserve balances on deposit with
the Federal Reserve Bank, and every other

~member bank shall maintain not less than

~itwo-fiths of its total required reserves in the
form of a reserve balance on deposit with
. the Federal reserve bank.

- *of the total required reserves of each mem-

The remainder

‘-ber bank, over and above the amount re-

quired to be maintained in the form of a
reserve balance on deposit with the Federal
reserve bank, may, at the option of such
member bank, consist of a reserve balance
on deposit with the Federal' reserve bank,
or of cash owned by such member bank either

- in its actual possession or in transit between
_ such member bank and the Federal reserve
" bank.” Provisions similar to the above, with
" necessary modifications to suit Indian condi-

tions may with advantage be adopted in the
place of existing Clause 42 of Bill.

(5) Agreement with Impertal Bank.

Clause 43 and Schedule III of the Bill
simply reproduce the provisions of the pre-
vious Bills of 1927 and 1928. One important
intervening circumstance which must be given
due weight in considering the terms of the
Agreement is that the period of Charter of
the Imperial Bank has already expired with
27-1-1931, That Bank is no longer required
to surrender its valuable privileges earlier
than before the expiry of its full term when
it could hope to make large profits. The
only legitimate compensation therefore that
it will now be entitled to is in connection
with the unremunerative branches (if any)
which it may have established in order to
fulfil the conditions imposed onit by the
Charter under which it came into exist-
ence. The Joint Committee which con-
sidered the Bill of 1927 was itself agreed
that the period of concession by way
of balances free of interest or at a
nominal rate of interest should be reduced
from 25 to 20 years. But now the Imperial
Bank is not surrendering any privileges at all;
on the other hand it is to act as the sole agent
of the Reserve Bank in all places where it
has its branches at present. Thisis a very
important and lucrative office as even on a
very moderate estimate, the commission it
will get from agency work is expected to
amount to 15 lakhs per year This will be
more than compensation for the unremunera-
tive branch banking it had been obliged to
undertake under its now-expired Charter.
Public opinion in the country is dead against
showing any further concessions to the Impe-
rial Bank, in particular those contained in
para 3 of the Agreement. For my part, con-
sidering the matter without excitement and
without prejudice I am unable to satisfy my-
self that either the extent or duration of the
concession is justified from whatever stand-
point and in whatever aspect it may be

considered. :

(To be continued)
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The Rupee Ratio Controversy.

At a time when the country is in
the horns of a dielemma as to how to
regain the past privileged position of
having a favourable balance of trade,
with a sure chance of obtaining the two
precious metals, gold and silver, in final
settlement of the international indebted-
ness, the rupee ratio controversy is indeed
rightly engaging the attention of the
public, not to speak of the Chambers of
Commerce and others interested in the
country’s finance, With the formation
of the All-India Currency League at
Bombay and branches in the provincial
rities recently, this subject has received
ﬁdé attention both in the platform and
Eﬁ,e‘press and, as we gather, at present,
x» majority of the public seems to be in
avour of devaluation of the rupee to the
Jld level of 16 pence. The supporters
wre of the firm conviction that the coun-
ry's economic depression can be easily
wercome by this devaluation process
one and with the resulting higher prices
or the agricultural products the total
ralue of the country’s cxports will be

T
ASrr n13ae

increased. The second reason advanced
by the supporters is that imports from
foreign countries will diminish and as
such national industries will have an
opportunity of obtaining an indirect pro-
tection. They further hope that with the
increased prices for agricultural products,
the purchasing power of the people of the
country will be sufficiently increased and
that the export of gold from the country
to the extent of more than 150 crores of
rupees during the last 27 months since
England went off the gold standard will
be checked. We think these are indeed
good “expectations and the country -will
greatly welcome such a proposal if the
above-mentioned benefits are sure to be
secured; but we doubt whether the pro-
posed devaluation of the rupee will
actually result in securing our ambitions.

- What will be the consequences of
fixing the rupee at 16 pence? First the
demand for our raw materials, from
fqreign countries on account of their in-
creased prices, will be, to some extent,

luSby &
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checked. The country is fully aware of
the recent plight of the Indian cotton
growers, of the several deputations
arranged by them to represent their grie-
vances at Simla and also of the slow
progress the country had to face with in
the Indo-Japanese cotton talks. Every
country in the world, as a result of the
unprecedented and severe economic
depression as the one experienced during
the last three years has made up her
mind to import less and export much.
“Buy British”, “Spend Now”, etc., have
become the slogans of the day. The
general slump in the price of agricultural
products the world over is another factor
that has to be taken into consideration
by us for the reduced prices now prevail-
ing in India for our agricultural products.
So the devaluation of the rupee alone, in
our opinion, will not fetch better prices
for our raw products, unless foreign coun-
tries come forward with large demands
for them.

Secondly the present Indian civiliza-
tion has become, rightly or wrongly, a
slavish imitation of the West. At pre-
sent very few families in India can pass
a day without using at least one manu-
factured article of either England,
America or Japan, or other foreign coun-
tries. Even in the matter of feeding our
babies, not to speak of machineries for
our industrial purposes, the poor man's
kerosene, articles of luxury, toilets, oil
man stores and several other numerous
articles of foreign manufacture, we have
to depend on foreign manufactured

glaxces, condensed milks etc. So by a
change in the ratio, from the poor to the
rich alike, every one will be affected by
having to provide for a 12} per cent
increase in some of the items of the
family monthly budget. Thus the gain
expected, but not certain, in the shape of
increased prices for our agricultural pro-
ducts is likely to be carried away by the
increased prices the country will have to
pay for the imported articles, which we
may characterise as urgent necessaries of
life. Further, for the industrial expan-
sion of the country, we need a good lot
of machineries manufactured abroad and
the increased prices for them, as a result
of the reduction of the ratio to 16 pence,
will surely affect the country’s industrial
progress- The recent orders for machi-
neries for equipping the newly started
sugar mills in India will speak for them-
selves. Perhaps if India can effectively
put a stop to the imports of foreign
made articles, our hopes for some 'bene-
fit from increased agricultural prices
would be justified.

Thirdly we have
account the position of
Government.

to take into
our Indian
India, ruled by a foreign

nation, her legislators without any power .

worth speaking and her Government in
no case democratic, looking after the
needs of the people, as in the case of
America, England and Japan, cannot
hope to do full justice to her national
needs at a moment’s notice as experience
dictates. Again the India Government

as a result of the past 150 years of |
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British rule is so closely connected with
England that she has to pay the latter
a large sum in sterling every year on
account of Home charges, guaranteed
interest on British loans, pensions for
the retired civil and military officials etc.,
and the proposed reduction of the rupee
ratio to 16 pence will immediately raise
the Home charges by 1247 in the next
year’s budget. Already the country is
‘taxed at the highest level and it is the
conviction of the Indian economists that
the Jaw of diminishing returns in Indian
taxation has come into play. In spite
of it, the budget has a tendency to show
only a deficit- If a 12147 increase on
account of Home charges is also added
to the already deficit budget, the Govern-
ment  will certainly have to resort to
taxing the public still more heavily and
we hope the public will find any form of
extra taxation a heavy burden and as
“such will rightly graudge to pay.

Fourthly we have to note that
India cannot take the same dose of
medicine that England, Japan and
recently America took for their malady,
viz,, devaluation of their currencies with
a view to increasing their exports, Fur-
ther there is a great difference between

iIndia’s commodities for trade and those
‘of other countries. India is only an
exporter of raw materials whereas the
other countries are industrial natiens of
first rate importance vieing with one
another as to how to capture the world
market, including the Indian market. for
the sale of their manufactured articles.

We may even go to the extent of saying
that they have specially adopted the
policy of devaluation of their currencies
simply with a view to securing the maxi-
mum overseas trade in severe open com-
petition with their rivals. If India to day
can take a seat along with these
industrial nations as an equal, having a
large export trade in manufactured
articles, instead of raw materials, which
can be grown in their countries also,
then the plan adopted by them, viz.,
devaluation of the rupee, our Indian
currency, may be tried with advantage
and the markets of America, England,
Japan and other foreign countries may be
flooded with Indian products at compe-
titive prices; but this is simply a dream.
We say tried because, we do not know
how far these countries that have
devaluated their currencies have been
actually benefited and their results have
still to be proved, perhaps excepting the
case of Japan.

So we consider that it is of no use
merely saying that reduction of the ratio
of the rupee to 16 pence will be a good
panacea for all the evils the country is
suffering from. Both sides of the con-
troversy have truths of their own. Merely
hoping that the reduction of the ratio will
secure some benefit, which is not certain,
we do not wish the country should has-
tily commit itself to a great loss, a loss
that is quite patent and has to be incur-
red in the very near future. The best way
to decide the controversy is to immedia-

tely arrange for a committee of enquiry,
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composed of leading Indian economists,
businessmen and others, to deal with
this vital problem affecting the country
and discuss, with facts and figures,
threadbare the pros and cons in all pos-
sible points of view and arrive at a
scientific conclusion which will be readily

acceptable to the public. Ina question
of this kind, only the recommendations
of the committee, formed on the lines
we have indicated, are worthy of being
accepted and not the view of the majority

as expressed in the platform and in the
press.

A Request.

With this number, our readers will
be glad to note that we are completing
the first volume of the ‘Indian Com-
merce’, We are greatly indebted to our
subscribers and contributors, who have
supported us in our difficult task in keep-
ing the journal going all these months.
Difficult task we say because thatina
country like ours, to run a Monthly
devoted to commerce, the importance of
which is not known to the public, 1s very
difficult in the absence of more support.
The merchants who have to support us
are mostly not educated in English and
of those who can really help us, we have
to say from our practical experience
there are only more lip sympathiseré
than true ones. The hoped for support,
. both in the shape of subscriptions and
contributions, from men who are interest-
ed in the commerce of the country as
evidenced by their walk of life and
professional commercial knowledge has
proved false. In spite of this we have
not decided to go back an inch from our
determination in the fulfilment of the
task we have set before ourselves; but to
proceed further we need the co-operation
of our subscribers at least, as equally in
future as in the past. So we shall

estcem it a great favour if such of our
subscribers whose subscriptions expire
with this issue would kindly register
themselves as regular subscribers and
remit their subscriptions for the next
year at an early date It would be an
advantage to us, if in addition to com-
plying with our request as above, they
would also kindly bring to the notice of
their friends interested in commerce our
Monthly and induce them to become
subscribers, thus each subscriber enroll-
ing a new one We think there would
hardly be any who, considering the diffi-
culties in which we have been currying
on our task all these months, may wish
to stop subscribing to this Journal any
fqrther, and if there be any, they may
kindty inform us on or before the 10th
January, 1934 to that effect. In the
absence of such a stop order, we would
conclude that our existing subscribers
wish to continue their subscription for
the year 1934 also, and on this assump-

tion copies of the New Year issue will be’

desp:;tched to them. Annual subscrip-
tion is Rs. 3/, payable in advance. If
by V.P.P. Rs.3/4/- so sending a

money order for Rs. 3 is cheaper b
4 annas. per >
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The Need for Simpler Economics.’
' By Pror. EDWIN CANNAN.

1t is rash for one of my generation to
pass any judgment on the elaborate economic
theory which is now being taught to the
young, for we do not understand it. Without
too trustfully accepting the ¢gnotum pro
magnifico, we must hope for the best. But
we may perhaps be permitted to point out
and deplore the fact that the almost complete
absorption of the younger teachers in making
what they rightly or wrongly Dbelieve to be
important advances in the higher branches of
theory is leaving the public at the mercy of
quacks. Surely out of the large accessions
to the ranks of professional economists which
have taken place in recent years, a substan-
tial force might be spared fo assist common
sense to grasp the bare elements of economic
science, without a knowledge of which demo~
cracies and dictators alike are bound to make
the most grotesque blunders.

It is no use to say that the bare ele-
ments are so simple and obvious that there is
little to be said about them, and that this
little has been said so well and so many times
that it can do no good to say it over again.
In fact, most of the simplest things in econo-
mics have never been put in sach a way as to
carry conviction to the mind of the sort of
person who is in the great majority of every
public, and the blame is not altogether to be
put on his feeble mind, but in large measure
on the unnecessarily complicated expositions
offered by the economists.

I propose to-day to discuss only two of
the innumerable examples of the mischief
caused by the failure of the economists to
explain simple things so that they can be
understood by the people. One is the mis-
chief caused by the worship or undue glorifi-
cation of agriculture, and the other that
caused by the similar worship or undue
glorification of exports.

One of the simplest generalisations of
elementary economics is that the greater
command over natural forces which marks
economic progress is necessarily coincident
with a decline in the proportion of our time
which we are obliged to devote to the pro-
duction of the necessaries of life. As we
progress, we can give more and more time to
the satisfaction of our more refined wants,
which are very elastic, because we need give
less and less to the satisfaction of the more
elementary and coarse wauts which we share
with the beasts of the field, the birds of the
air and even the worms which drag down
rotten leaves to their larder, and the maggots
which enjoy putrid flesh. * The desire of
food,” as Adam Smith said, ‘ is limited in
every man by the narrow capacity of the
human stomach; but the desire of the conve-
niencies and ornaments of building, dress,
equipage, and household furniture, seem to
have no certain boundary.” In the hundred
and sixty years since his time we have dis-
covered many wants which are even more

# An adiress delivered at the 43rd annual meeting of the Royal E:onomi: Soziety, London,
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elastic than those which he thought of, and
the human stomach is no wider, though the
tongue may be a little more dainty.

Just now there is more need than there
has been in recent centuries for attention to
this generalisation, because the increase of
population in the civilised world is slackening,
sc that the number of stomachs threatens to
become as stationary as their individual
capacity, while at the same time the appli-
cation of machinery and science to agricul-
ture has been increasing its productiveness
faster than usual.

Eighteenth-century thinkers like Paiey,
believing in the desirability of indefinite
multiplication of the human species, might
well have deplored this state of things, and
have said that we were neglecting our oppor-
tunities by not producing as many persons as
could be given what they called a ‘““healthy
subsistence,” but we, who rightly or wrongly,
believe that homo sapiens with bathroom
h. & c., wireless and aeroplane, is something
better than the healthiest gorilla, have no
reason to complain. Yet what do we find?
All over the civilised world more talk than
ever of the “decay ” and impending “ ruin
of agriculture, not because agriculture is
failing in its task of providing food and many
materials for manufacture, but because it is
succeeding so well that the price of its pro-
ducts does not suffice to pay agriculturists as
much as other producers are able to earn.
This is a state of things which certainly calls
for a remedy, and the true remedy clearly
is to allow the relative poorness of remune-
ration to work out its own cure by the
repressing influence which it will exert on

the number of agriculturists, After all, it is
by this kind of pressure all round that people
are driven to produce what is wanted in
something approximating to the right propor-
tions. If people could produce as many golf-
balls as they liked without reducing the
price, we should be snowed under by golf-
balls. By the fall of price as more is pro-
duced, the production of each thing is res-
trained to a reasonable amount. But instead
of allowing agriculture to come under this
very salutary regulation, all civilised coun-
tries, or at any rate all those about which
I know anything, are engaged in strenuous
efforts to “ do something for agriculture.”

In our own and in other “old” countries
the * something >’ takes the form of subsidies
and exemptions from taxes, while in some of
the “new” countries it appears in the restric-
tion of cultivation and the burning of crops
already harvested. To grow crops and then
burn themis idiotic, to restrict production
by law is cumbrous and ineffective compared
with allowing it to be restricted by low price,
but neither of these plansis stupider than
the subsidisation policy, which only tends to
put more of the product on the market and
thereby to cheapen it still further.

Economists have no right to wash their
hands of the matter and say it is not their
fault that the mind of the public is an
Augean stable. It is their job to cleanse it,
and they have had two hundred years to do
it in. By this time "they ought to have con-
vinced the public that the fact that an indus-
try produces a necessary of life, and is there-
fore in one sense an ““important ” industry,
does not mean that expansion of its produce
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beyond a very definite limit is desirable.
It may be urged, indeed, that, so far from
cleansing the stable, the economists have
really brought more dirt into it by giving the
public the impression that agriculture is
particularly liable to what they call the “law
of diminishing returns.” What exactly they
mean differs from author to author, and is
not of much importance to our present pur-
pose, but whatever it is has certainly helped
to prevent the public from properly appreci-
ating the fact that enormous improvements
have taken place in the productiveness of
agricultural industry, are still taking place,
and are likely to take place at an even more
rapid rate in the future. Failure to appreci-
ate this fact has had much to do with the
persistence of incapacity to realise that a
decline in the relative or even in the absolute
number of agriculturists is a sign of progress
rather than of economic decay.

Of course recognition of the fact that
there is a limit to the desirable expansion of
the production in every industry is inherent
in the theory of marginal utility, but that
theory has never made much way among the
general public, simple as it is, because
instead of being expressed in plain language
understood by the people, it has been treated
as a classroom playing to be illustrated by
lines and curves on a blackboard, which, like
the stone and wooden idols of the more
degraded religions, come to be revered for
themselves rather than for the things they
were originally intended only to represent.

Some one may object that there is no

worship of agriculture as a whole, and say
the trouble is that each country wants to get

more agriculture by diminishing the amount
of agriculture in other countries rather than
by increasing the whole amount. That is
not however, the whole truth and nothing
but the truth, since it is quite certain that
even if there were only one *‘country” in the
world, that single country would still, in the
present state of thought—or of whatever is
mistaken for thought—be quite unduly soli-
citious about its agriculture.  But even if it
were true that anxiety about agriculture is
not anxiety about agriculture in general, but

“only anxiety of particular countries lest their

domestic agriculture should be reduced or
extinguished by imports from abroad, that
would make it a special case under my
second heading, ‘the worship of exports, to
which I now proceed. :

I scarcely suppose that anyone here will
be inclined to deny that exportation of com-
modities is generally regarded by the popu-
lace as good, and importation as evil. The
public realises in an obscure fashion that
when individuals are trading with one an-
other, each of them wants to get as much as
possible for his products; his object is to get
as much as possible with as little as possible
expenditure of time and labour. But when
they consider themselves as a whole, trading
with persons outside their boundary, the in-
dividuals in each country seem to lose sight
of this entirely, and to imagine that the
object of bargaining is to give, and not to
get.  They groan dismally if it appears that
they are paying an unusually low price for
what they buy from abroad and getting an
unusually high price for what they sell to
persons abroad, and if some exceptionally
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sane person ventures to point out that this
means that they are receiving a larger
volume of imports, in exchange for a smaller
volume of exports, they are reduced to utter
despair. And if some foreign country suffer-
ing from the same strange delusion as them-
selves, that a good bargain cousists in giving
much and getting little, proposes to tax
itself in order to give them something at a
lower price, they regard thisas a most un-
friendly action, and take immediate steps to
prevent the intention being carried out.

In their view the perfection of economic
happiness would be attained by a country
which exported large quantities of all kinds
of commodities and received nothing what-
ever in return.  Some approximation to this
state is reached by countries which have got
to pay huge amounts of reparations, since
though they may be bound to pay gold, they
buy the gold with the sweat of their brow
translated into exports, and it is true that
these countries do not seem to enjoy their
position, and it is also true that the countries
which have reparations and interest on war-
debts to receive, do not seem very anxious
to give them up, but this is not the result of
reasoning, but only of healthy instinct.  The
sub-intelligentsia which tries to do the rea-
soning of the nations, holds that it is only
the stupidity of ‘Kansas farmers” and the
perverted self-interest of Ministers of Fi-
nance which stand in the way of a general
recognition of the doctrine that if it is not
exactly blessed to pay reparations, it is at
any rate blank ruin to receive them.

Probably in modern times the principal
support of this love of exports and hatred of
imports lies in the popular belief that ex-

ports “give employment” to and imports
take it away from the people of the country.
The belief is not confined to the case of
countries politically separated by having
different governments and fiscal systems. It
isheld by the populace just as strongly in
regard to towns and all other local divisions;
the only reason we hear so little of it except
in regard to countries is that inside the same
country the taking away of employment
from one area and giving it to another is
seento be at work in both directions. If
Lancashire cotton goods are imported into
Yorkshire, and that deprives Yorkshire of the
employment of producing cotton goods for
Yorkshire consumption, nobody deplores the
sad case of Yorkshire, because everyone
seces that Lancashire is getting the employ-
ment of which Yorkshire is deprived, and
most people can see that if Yorkshire com-
plained of loss of employment in cotton
manufacture, Lancashire could equally
complain of loss of employm 'nt in woollen
manufacture, so that, from the point of view
of the whole country, the complaints would
cancel out. But if Lancashire and York-
shire were two different countries, this can-
celling out would not take place, because
Lancashire would treat the loss of employ-
ment in Yorkshire with complete indifference
if not with some satisfaction, and Yorkshire
would feel the same about the loss of em-
ployment in Lancashire. Each country,
looking on the question from its own point
of view, aund believing that exports give
employment and imports take it away, tries
greedily to export and not to import, regard-

less of the influence of its policy upon other
countries.
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1f we are to wait for a time when inter-
national feeling will be altruistic enough to
make loss of employment abroad weighas
much as gain of employment at home, the
youngest of us will be dead. What is re-
q\iired is a much more simple, vigorous, and
convincing exposition of the fact that em-
ployment is only a means to the attainment
of an end, which is the acquisition of goods
and services, and that we trade with fo-
reigners, as we trade with those whom we
serve and those who serve us at home, not
to give ourselves employment, but in order to
get the things and services which we want
more easily—cheaper, if you like—than if we
produced them for ourselves.

Of late the love of exports and hatred
of imports have found new support in the
modern Balance of Trade theory, which
would wilt away very quickly under the sun-
shine of simpler economics. This theory is
sometimes spoken of as a revival of the
Mercantile System, but that is a libel on the
Mercantile System, The mercantile scheme
was directed towards getting a net import-
ation of gold and silver, and however absurd
the ideal of an indefinite accumulation of
those metals in a country may be, the fact
remains that a store of them had some uti-
lity, and also a permanent value which could
on occasion be turned to account in pur-
chasing anything really wanted from abroad.
But what the degenerate imitators of the
old balance-of-trade theorists want, is nothing
so sensible as a net importation of gold or
anything else, but a continuous net export-
ation of capital. Whether interest and
dividends on the capital so lent or invested

abroad are paid or not they do not greatly
care, since if they are not paid, it will be all
the easier to keep the imports below the
exports. If there is a net exportation of
capital, the balance of trade or payments is
said to be ‘“favourable”, and if there is a
net importation it is said to be “unfavour-
able” or “adverse”, and in the “old”
countries at least there is no pretence that
these terms are to be understood in a Pick-
wickian sense; the “favourable” balance is
distinctly held up as something to aim at and
Tejoice over when attained, and the “ad-
verse” balance as something to be avoided
and to be deplored when it occurs.

The old and the new theories of good
and bad balances in foreign transactions
have much in common. They both have
their fetishes and their bogies. The fetish
of the old is 2 net importation of precious
metal, and its bogey a net exportation of
such metal; the fetish of the new theory is
a net exportation of capital and its bogey 2
net importation of capital. They are alike
in proposing to satisfy their fetish and avoid
their bogey in a way which shows that their
exponents have been induced by the word
“palance” to fall into a confusion between
equation and causation.

The fetish of an indefinite accumulation
of gold and silver was ridiculed by Hume
and Adam Smith a century and 2 half ago;
and the bogey of “losing” a good national
currency or having it “drained away” was
properly dealt with by the monetary writers
of rather more than a century ago. But the
countries which remain on the gold standard
still fear that their hoarded gold is being
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lost or drained away if they see it being
exchanged in any large quantity for other
goods, or even used for the repayment of
their debts, and so on every emergency they
sit tight on it like 'the fraudulent bankrupts
they are. Such weakening as is actually
manifest in the position of the old fetish and
the old bogey is due not so much io the ar-
guments of the economists, which have never
really penetrated the public mind, as to the
abandonments of the gold standard which
have been caused by the superstition of gold-
worshippers. When a country is once on a
paper standard, it becomes very difficult to
be afraid of foreigners robbing it of its cur-
rency. Almost anyone can see that a paper
currency does not get taken out of a country
in large quantities to be held ‘abroad, except
on the rare occasions when the foreigners
have a stronger belief than the people of the
country that the value of the currency will
rise, and almost anyone can also see that
when this does happen the foreigners are
usually wrong, so that the people of the
country eventually profit by the transaction.
The Germans certainly had no need to
grudge the foreign speculators the milliards
of marks which those misguided persons ac-
quired in the years before 1924 under the
impression that “‘the mark was so low that it
was sure to go up” |

Moribund from whatever causes, the old
fetish and bogey are being replaced by the
new, which are no better in themselves, and
are perhaps more difficult to exorcise because
they are less clearly conceived. They have
worshippers all over the world, and no doubt
have had different origins in different coun-

tries. I am a little afraid that if Rhada-
manthine Justice is ever executed on us
economists, I may get a stripe or two for
having been a passive spectator at their birth
in this country, instead of promptly endea-
vouring to smother them before they got
into their cradle. Some 20 years ago, in
temporary buildings on this very site, I was
official supervisor of Mr. C. K. Hobson when
he was writing his doctoral thesis on the
Export of Capital, and—1I say it with all
the shame that is due—I failed to see and
warn him that he was quite innocently and
unconsciously conjuring up a new ‘“‘balance”
as misleading as the old. Not from any
misapprehension, but simply because data
for estimating the export of capital were even
more meagre than those for estimating most
of the other items in the account between
people in the United Kingdom and people
outside it, he reckoned up all the other items
first, and got at the probable amount of the
net export of capital as the difference bet-
ween the two sides of the account as added
up before the inclusion of import and export
of capital. This, of course, was a purely
statistical device of apparently the most
harmless kind, If you know all but one of
theitems in an account of which the two
sides are known to be equal, what more
natural than to discover the amount of the
missing item by the easy arithmetical process
called subtraction? How was Mr. Hobson
or I to know that the Board of Trade’s
adoption of the method a few years later
would lead to the amount in question being
generally regarded a; a ‘“balance” which
must be either “in favour” of the country or

‘“‘unfavouable” or “adverse” to it, like a cus- -
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tomer’s balance at hisbank, and that, too,
when the customer is not a business man
who may borrow to make a profit, but an
old woman who is living on her income from
investments and to whom an overdrawn bank
account is a sign of over-spending? Yet
that is what actually happened, culminating
—at least, I hope it culminated, but one
never knows what heights of absurdity may
be reached—culminating, I say provisionally,
during the panic of the summer of 1931,
when statesmen of the highest reputation for
sobriety of thought went about declaring that
the net importation of a few millions of
capital must indicate that we were “spending
beyond our means,” “living on our capital,”
and “rushing inevitably towards national
bankruptcy.”

" 1In the old countries the more benighted
of the alarmists, talking in this way, com-
pletely overlook the fact that capital can 'be
and is accumulated at home as wellas -
vested abroad, and therefore imagine that if
no net foreign investment is being made, ac-
cumulation has ceased, and that if foreign
investments are being realised and the pro-
ceeds brought home, this shows that the
pational capital is being consumed. The
Jess besotted, without going so far as that,
think of the decline of foreign investment
and its conversion into a minus quantity as
a sign of at any rate diminished a.ccufnul'f\-
tion. They therefore have o hesitation in
applying the old terms, “favourable"’, at}:;l
vunfavourable”, “‘adverse”, or *against’,
not in a conventional sense, but in the sense
in which they are equivalent to desirable and
undesirable, just as the adherents of the

older balance-of-trade theory used to apply
them. In the new countries, more familiar
with the importation of capital than with its
exportation, the terms “fayourable” and
s«unfavourable” seem to alarmists appro-
priate in this natural sense, because tf}ey
regard importation of capital as “‘running
into debt” (a thing of which most people have
a horror) rather than as “raising capital”
(which s highly respectable). In both classes
of country the alarmists fail to see that
whether it is desirable that the movement of
capital should be inwards or outwards fie-
pends on the relation of home to foreign
conditions. The so-called ““fayourable” ba-
lance may perfectly well be a sign of disas-
trous prospects at home and bright prospects
abroad, and the so-called “‘unfavourable”
balance a sign of expected disaster abroad
and prosperity at home.

But this is not the worst of the muddle.
The term “balance” itself, though it looks so
respectable, applied to this item in the inter-
national trade account, is wickedly mis-
Jeading. We are accustomed to think of t}.xe
balance—that is, the balancing amount—in
an account as not an independent jtem with
its own special causes of increase and de-
crease, but as, soto speak, the passive result
of the other items. The other items when
put together produce it. For example, we
compare our expenditure with our income,
and if the income isthe greater, we regard
the difference as a balance which is the con-
sequence of our having spent more or less
than our income; we never dream of saying
that the bigness of the balance has caused us
to spend less. According to the old balance-
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of-trade theory, the net importation of
precious metal was a balance of this kind.
Its magnitude was not settled by the amount
which the inhabitants of the country were
willing to give goods and services for at a
rate satisfactory to the people outside who
had gold and silver to dispose of, but was
settled quite incidentally by the other items.
The disastrous result of this mistake was
that the. politicians became persuaded that in
order to get a net importation of precious
metal they must undertake the regulation of
all the other imports, and exports so as to
make the exports exceed the imports, and
moye than two centuries of absurd attempts
to secure this end by fostering exports and
discouraging imports followed.

Under the influence of the new balance-
of-trade theory, just the same blunder has
been made. Because the new balance was
called a balance, the politicians of each coun-
try have been persuaded that it is not an
independent item, but the mere arithmetical
consequence of the other items, so that in
order to get it they must do just what the
adherents of the old theory did—that is,
foster exports and discourage imports.

After long experience of the old dis-
pensation, the more intelligent part of the
world seemed to have learnt that if a country
wanted precious metal, and was willing and
able to pay for it, its ability and willingness
to pay would immediately alter the other
items in the trade account, so that the re-
quired balance would appear. Apparently
every country, as represented by its govern-
ment, has yet to learn, what is equally true,
and one would think even more obvious, that

how much a country invests abroad or
borrows from abroad is not the passive result
of the comparative magnitude of the other
items in the international account, and that
if there are reasons for change in it, that
will cause the necessary changes in the other
items. To give the simplest possible exam-
ple, which is, or used to be, well known to
the most elementary students, any wave of
optimism about foreign investment compared
with home investment will cause a rise of
exports as compared with imports.

I admit that the world’s present blind-
ness is due in part to the dislike of repara-
tions and repayment of war debts which not
only exists all over the countries which are
asked to pay, but is also felt elsewhere by
all humane and sensible people, who recog-
nise that international goodwill is worth
more than tons of gold.  Dislike of the pay-
ments has led to groundless asseverations
of inability to pay, and these have often
been founded on the childish proposition that
there was no surplus of exports over im-
ports out of which to pay. Childish, I call it be-
cause it ought to be perfectly obvious to any
grown-up person that if there is at the
moment no such surplus, the payment will
make one. When the Romans wanted the
Egyptians to send them a tribute of corn
for their dole, they did not ask whether
the Egyptians had an export surplus or
not; they made them have one. If they had
demanded not corn, but enough Egyptian
paper money to buy that amount of corn,
the export surplus would have appeared
just as well, since to be of any use the
Egyptian paper would have to be sent back
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to buy something from Egypt. And if the
Romans had demanded the tribute in gold,
of which the Egyptians had little or none,
the demand would still have produced an
export surplus, because the Egyptians
would not have been able to get the re-
quired gold without offering exports for it
Moreover, if the Egyptians, when paying
a half-year’s tribute in gold, had alleged that
they would not be able to pay any more
such amounts because the Romans locked up
the gold, and then in the next six months the
Egyptian Government and their bank accu-
mulated enough gold to pay a whole year's
tribute, 1 think the Romans would have
rightly regarded the Egyptians as very poor
diplomatists and bigger liars than the Cretans.

But though dislike of tribute may have
(prejudiced millions against sound thef)ry, and
may also account for some of the silence of
reputable contemporary economists, it must
be a much weaker force in the long run than
the prime mistake of the e?onomists, from
Ricardo downwards, in trying to makea
special theory of international trade sepa’raife
and different from the theory of trade within
a single country. We want not excuses for,
but an entire abandonment of Ricardo’s
monstrous assertion in his text that “the
labour of one hundred Englishmen cannot be
given for that of eighty Englishme.n,” and a
frank acceptance of his better advised foot-
note in which what was afterwards christened
t#the law of comparative cost” is applied to
the division of employments inside a country
as well as between countries. We want an
entire abandonment of the stupid insistence
on international trade being  virtually

barter”; of course, all trade is “virtually
barter” when you drop the intervening money
out of the picture and think only of persons
producing one set of goods and services for
other people and receiving another set from
them in exchange. It is the intervention of
money which turns barter into selling and
buying, and far from eliminating money, in-
ternational trade usually involves the inter-
vention of not only one money, but two
different moneys. Aund, above all, we want
to get rid of the confusing assumption that
the inhabitants of a country, continually
changed by deaths and births and by migra-
tion, are just like a perpetual corporation.

1t is not for me, born in 1861, to tell
the present generation how further to sim-
plify the subject. If Ihad known how to
popularise sound economics, I should have
done it long ago in the time which I have had-:
It is now the job for some of you, and a job
of enormous importance. All countries are
trying, with considerable success, to reduce
their imports by tariffs, and when they do not
succeed as quickly as they would like, they
resort to quotas and prohibitions. Many of
them subsidise some of their exports, often
doing it by indirect and concealed methods
not for fear that their own people may
object to giving gifts to the foreigners, but
because they fear that the foreigner will
destroy the effect of their subsidies by im-
posing import duties or embargoes. When
by these operations they have reduced im-
ports and exports alike without making much
difference to what they call the balance of
trade, each of them tries to effect its purpose
by depreciating its own currency, not with
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the laudable object of reversing a tendency
of that currency to appreciate in purchasing
power, but in order to win an imaginary ad-
vantage over its competitors. Having by
these means thrown international trade into
dire confusion and greatly reduced its
amount, they waste the capital of their tax-
payers by spending scores of millions of
borrowed money in buying foreign exchange
and gold, in order, as their Finance Ministers
explain, to counteract the wicked specu-
lators whom they believe to cause violent
fluctuations by buying their currency when
it is low and selling it when it is high!

You may say you know all this, and
that I ought to apologise for drawing your
attention once more to the putrid, stinking
mass. I do apologise to those who are really

helpless in the matter, if any such are here.
But I do not apologise to the others, but
appeal to them to do more than they are
doing to make economic organisation under-
stood by the people. I appeal especially to
the younger teachers to consider what sort of
future they can look forward to if the popu-
lar English newspapers continue to get their
readers to believe that at one and the same
time the pound sterling may be worth
twenty-twentieths of its:lf in London and
Lisbon, thirtyone twentieths in Madrid, and
only fourteen twentieths in Paris. Do not
let them simply hold their noses and avert
their eyes from the disgusting mess and run
back to find peace and contentment in neat
equations and elegant equilibria.

Epwin CANNAN.

———————

Principles of Business Conduct,

The Nation’s Business quotes the
following principles of business conduct,
which have been formulated by the United
States Chamber of Commerce.

The function of business is to provide
for the material needs of mankind, and to
increase the wealth of the world and the
value and happiness of life. In order to
perform its function it must offer a sufficient
opportunity for gain to compensate indivi-
duals who assume its risks, but the motives
which lead individuals to engage in business
are not to be confused with the function of
business itself. When. business enterprise

cfficient endeavour to reduce the costs of
production and distribution, to improve the
quality of its products, and to give fair treat-
ment to customers, capital, management and
labour, it renders public service of the highest
value.

We believe the expression of principles
drawn from these fundamental truths will
furnish practical guides for the conduct of
business and for each individual enterprise.

1. The foundation of business i
confidence, which springs from integrity>
fair dealing, efficient service, and mutual

is successfully carried on with constant and benefit.
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2. The reward of business for service
ered is a fair profit, plus a safe reserve,
nensurate with risk involved and foresight

ised.

" 3. Equitable consideration is due in
business alike to capital, management,
employees, and the public.

4. Knowledge—thorough and specific
—and unceasing study of the facts and forces
affecting a business enterprise are essential
to a lasting individual success and to efficient
service to the public.

5. Permaneucy and continuity of
service are basic aims of business that
knowledge gained may be fully utilized,
confidence and efficiency increased.

6. Obligations to itself and society
prompt business unceasingly to strive toward
continuity of operation, bettering conditions
of employment and increasing the efficiency
and opportunities of individual employees.

7. Contracts and undertakings, writ-
ten or oral, are to be performed in letter
and in spirit. Changed conditions do not
justify their cancellation without mutual
consent.

8. Representation of goods and
services should be truthfully made and
scrupalously fulfilled.

9. Waste in any from—of capital,
labour, services, materials, or natural re-

sources—is intolerate, and constant effort
will be made toward its elimination.

10. Excess of every nature~—in-
flation of credit, over-expansion, overbuying,
over-stimulation of sales—which create
artificial conditions and produce crises and
depressions, are condemned.

11. Unfair competition, embracing
all acts characterised by bad faith, deception,
fraud, or oppression, including commercial
bribery, is wasteful, despicable and a public
wrong. Business will rely for its success
on the excellence of its own service.

12. Controversies will, where
possible, be adjusted by voluntary agreement
or impartial arbitration.

13. Corporate firms do not absolve
from or alter the moral obligations of
individuals.  Responsibilities will be as
courageously and conscientiously discharged

by those acting in representative capacities
as when acting for themselves,

14, Lawful co-operation among
business organisations in support of these
principles is commended.

15. Business should render restrictive
legislation unnecessary through so conducting
itself as to deserve and inspire: pablic confi-
dence.
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Wages: Marginal-Productivity Theory.

BY

J. W. WESTON, M. A,, B. Sc,
Barrister-at-Law; Author of ‘“Economics for Business Men,”
“Dictionary of Economic and Banking Terms,” etc.

‘When two things—let us say capital and
labour—are jointly demaunded, there isa
difficulty in attributing to each its relative
importance in the joint product. ~ When one
is helpless without the other we may call
both indispensable. The price we are called
upon to pay does not alter that fact. A gra-
mophone costs some pounds, the gramophone
needle less than a penny. But the absence
of either prevents our using a gramophone
record. Both gramophone and needle are
indispensable. The total desirability of the
factor being no guide, we are therefore
obliged to look at the margin for a means to
determine how much goes to capital, how
much to labour. For this amount will de-
pend upon the marginal desirability of the
joint factors.

WAGES AND SUBSISTENCES.

If one of the factors were so abundant
that no price had to be paid for it, then the
total product would be for the remaining
factor or factors. And if merely the neces-
sary upkeep wére all that a factor required,
then the remaining factor would be able
to appropriate all the surplus. The
“subsistence theory” of wages did in
fact assume that this was all the labour
required, any excess being, rightly and
naturally, taken by the employer as his
profit. Provided that the necessary upkeep

was available there would always be an
inexhaustible supply of labour. Improviug
conditions for labour could be no other than
transitory. For thev would simply bring
into being a greater population that would
again depress wages. This “iron law” of
wages is not, either in theory or practice,
obsolete even in our days. The modification
of wages in accordance with the Ministry
of labour’s ““Cost of Living" figures is a
recognition of the close connexion that exists
between wages and subsistence.

Possibly the theory had a relation to
fact when it was cnunciated; it is probably
even now realized in many densely populated
areas of China and India. Where this
condition does not apply—and we may take it
that in countries like our own it does not
apply—both labour and capital look for more
than maintenance from the product of labour,
Labour looks for more than “mere subsis~
tence,” more than will just suffice to keep
the worker alive, and enable him to bring
up a family. Capital looks for more thau
will constitute a sufficient depreciation fund.
There is in the joint product a surplus,
forming the subject-matter of bargaining.
The marginal desirability of each factor will,
if the bargaining of the factors is equally
effective, determine the reward of each
factor. Not “cost to produce” but ‘“‘power
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to produce” will determine the reward of
services. To the extent that the bargaining
on the part of the buyer of services or of
the seller of services is the more effective,
one factor will obtain more than its
marginal desirability, the other less.

As to this bargaining we may perhaps
assume that, under modern conditions of
collective bargaining, it is sufficiently
effective on both sides to make the marginal
desirability (the margipal productiveness of
each factor) an approximate measure of the
price of that factor. When this is so wages
are a money measure of the marginal
utility of labour.

UNEQUAL BARGAINING.

Certainly an isolated worker in his
bargainings with a prospective employer is
at a grievous disadvantage. The bargaining
is not one between equal competitors but,
as it is expressed, between a money bag
that feels no pangs of hunger and a stomach
that does. The worker has no knowledge
of the conditions of the market in which he
sells his services. He cannot have, even
if his leisure and inclination enabled him to
study those conditions. Moreover, if he
does not now sell his labour he cannot sell
it after a very short time; for labour is more
perishable than any commodity, more
perishable than fresh fish or cut flowers.
True, if capital is unemployed for a long
time, it likewise perishes without return,
It is kept in existence, it is continually
replaced with an increment, only by per-
petual renovation in being used by labour.
The immediate need of the capitalist is much

less clear, however, than that of the worker.
The individual transaction is to the employer-
who is a “combination in himself"—of slight
importance; he is in this respect like the
wholesale dealer who makes a big income
by a tiny profit on a large turnover. To the
worker the striking of a bargain is of su-
preme importance; for on it depends his live-
lihood. The difference in the eagerness
favours the employer. There can be no free-
dom of bargaining unless each party is able,
if he thinks the other’s terms unfair, to with-
draw from the market; and the worker has
this ability only through his organization.
The chief function of the trade unions is to
correct this inequality of bargaining power
by handing over the bargaining in relation to
wages to trade union officials who know the
conditions of the market and should be able
to obtain the best available terms for the
worker, Through the “collective bargaining”
conducted by his union the worker gets as
wage the money that measures his marginal
desirability, he relinquishes the rather re-
mote chance of getting more through indi-
vidual bargaining in order to be sure of
the “standard rate”.

THE ENTREPRENEUR.

We may elucidate this reasoning by
looking at a concrete instance’ of the entre-
preneur—who at present is the paymaster of
society—in his attitude towards the payment
for services. The stevedore is the entre-
preneur that, under our system of sepa-
ration of employment, does the packing of
cargoes and the clearing of them. What he
will obtain from tae shipper is his earning.
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He has an astonishing knowledge—based
perhaps on an intuition rather than on logi-
- cal judgment—of the earning capacity of a
“docker” co-operating with his own orga-
nizing skill and the use of the appliances he
provides. This earning capacity will be the
upper limit of the wage paid to the docker.
That it will rarely be the actual wageis
clear; for then nothing would remain for ca-
pital or for organization, much less a surplus
that the entrepreneur appropriates as “‘pro-
fits”. Now, speed in turning the ship round
is highly prized. Moreover, with many
workers more effective organization is possi-
ble; to have ten working at a cargo would
probably be much more satisfactory than t0
have five. There comes a point, however,
where another docker would simply impede
the others; even if he would work “for his
keep he would be an unprofitable servant.
Before this point is reached the ‘‘returns”
from each additicnal docker diminish. Where
the stevedore will cease to take on men is
where the rate he must pay is no more than
the “‘earning” of the marginal docker. Rough
and approximate only the measure is, no
doubt. But possibly—his intuition and his

practical experience serving him well—it is
as accurate as will be obtained by elaborate
systems of cost accounting. Marginal earn-
ing capacity measures the wage the employer
will pay. Not the value of the indispensable
workers who must be employed but the value
of the worker whom it is “just worth while”
to employ governs the pay of all-—assuming

something like homogeneity among the
workers

The counterpart of marginal cost of
production, as determining the price of com-
modities, is for services the marginal supply
price. Is the rate enough to persuadea
number of sufficient of those able and willing
to work for it? Wil it give them what they
think a tolerable standard of living? To put
the matter concretely, is the rate materially
above what the worker can get from unem-
ployment pay, or will it g've him a more
desirable life than one in the workhouse?
The fact that there is a constant reservoir
of labour at the docks seems to show that
the rate is higher than this marginal supply
price.

Pitman’s Journal of Commercial Education

et —

An Outline of Cost Accountancy.”
CYRIL G. HALL, A.CC.S,, F.R.T.Com,

Section 1. — The Need for cost Accounting.
It is perhaps general knowledge that the
_average manufacturer is generally apathetic
as to his actual costs, so long as his business
is showing a profit as a whole; whereas the
true facts as shown by an efficient system of

costing probably bring out the information
that, whilst he is making a handsome profit
on some lines, others are making an equally
substantial loss, and the profit as shown by the
financial books of the concern only give the
mean between these profits and losses. The

* A Paper read to the Yorkshire Branch of the Corporation of Certified Secretaries, Ltd,
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more detailed analysis of costing tbereby
enables him to develop his paying lines, and
to bring into play economy, or even total
elimination of his losing products.

The bugbear of certifying Auditors is in
the elusive stock figure which, in the majority
of cases, is taken at a rough valuation, from
an equally rough inventory compiled by the
works staff, and must, without a further check
be always a source of probable mistake,
either of omission or commission. The ideal
check would be provided by an installed cost
system with its compulsory correct stock and
stere accounting, by which it provides compa-
rative book stock balances, to set against a
physical stocktaking. This must result in a
much more accurate sales profit being
ascertained. 4

Leakages of material and labour are
definitely traced to their sources, in much the
same way as the monetary transactions of
the firm, by the financial accounts.

The common practice of comparing the
physical stock in percentage terms with gross
profit can never be thought satisfactory on
account of the previously mentioned unsatis-
factory means of ascertaining stocks and, of
course, is po treal index to economical
working.

The Government practice during the
war of paying coutractors a percentage -on
their costs, created stimulus in this branch of
accounting, but it is significant, however,
that a post-war pamphlet issued by the
Ministry of Reconstruction showed that only
about five per cent. of manufacturers knew
their costs.

The intense competition of present-day
industry call for more scientific and correct
costings, in order to reduce to a minimum the
cost of production, for obvious reasons.

Cost accounts should interlock with the
financial accounts, but should not be part of
them—the financial accounts record the
monetary aspect of the concern only, whilst
cost accounts record the material and labour,
which from the financial point is regarded as
spent immediately the expense is incurred;
the average business man would be appalled
if his monetary transactions were viewed from
such an angle. Both these factors (material
and labour) have an important bearing upon
profits earned, because profit is selling price
less total cost. An effécient cost system
provides for equitable distribution of over-
heads, further, because it accounts for
material consumed, preventible leakages and
wastage of material can be traced, whilst with
labour similar remarks may apply to
productive work and the so-called non-
productive labour. :

It also means an efficient factory, amj
gives the following benefits:— '
Lower costs,
Lower selling price.
Increased business.
The management moves in the

light of definite knowledge. .

‘Whilst not claiming to be a panacea for
all evils, an efficient costing system may be
regarded as a running X-ray of all the
activities of stores and production.
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Section 2,—The Elements of Cost.

Cost = the difference between net
profit and selling price. This difference may
be segregated into three main classes:—

1. Material.
2. Labour.
3. Establishment Expenses.

These are only a broad classification and
are usually sub-divided into the following:—

Material.

(a) DIRECT RAw MATERIAL.—
That which is part of the products obtained,
and which can be charged direct to a job.

(b) INDIRECT RAW MATERIAL.—
Sometimes called consumable stores, that
which is consumed during process of manu-
facture, and is usally treated as an expense.

(¢) SERVICE MATERIAL.— That
which is used for running a factory, such as
oils and greases and engineering material:
often referred to as repairs and maintenance
stores.

(d) PACKING MATERIAL such as
cases, crates and containers of all kinds,
usually treated as a factory expense, but the
actual cost of packing should be regarded as
a selling expense.

Labour,

(a) Direct.—That which can be
charged to a definite production order.

(b) INDIRECT.— Sometimes known
as unproductive labour, and includes all
_supervision charges, repairs and maintenance,
warehousing and general works services.

Establishment Bxpenses,

This is a comprehensive term and is to
embrace the following:—

FacTOoRY EXPEN ES.—All expenses
applicable to production and includes super-
vision, indirect materials and labour, service
materials and labour, factory rents and rates,
taxes, insurance, depreciation, repairs to
buildings, plant, power, lighting, heating,
steam, fuel, wages of works, clerical staff and
foremen.

SELLING ExXpPeENSES.—All expenses
incurred in selling; including advertising,
travellers’ salaries and commissions, sales
office expenses, finished stock and showroom
expenses.

ADMINISTRATIVE EXPENSES.— The
cost of running the financial side of the busi-
ness and includes directors’ fees, office salaries
and expenses, legal and accountancy fees,
telephones and postages, etc.

It will be seen from the foregoing, all the
items that form the manufacturing and profit
and loss account have been classified, and the
aim of the costing system should be to be
able to balance these items of expenses at
stated periods,

The items shown as direct raw mateorial,
direct labour, are usually known as direct
charges, plus any item of direct expense that
can be charged direct to a production order.

It should be borne in mind, however,
that some types of expenses may be regard-
ed as direct from a departmental point of
view, but when costing the actual product
they must be classified as indirect expense.
Rent may be taken as an ordinary example
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of this type of expense, which, whilst charged
to a department on some pre-determined
basis, such as area of floor space occupied,
for a stated period, must be included in the
overhead when spread on the actual output
of the product.

Administrative Expenses  are  partly
chargeable to factory expenses and partly
to selling expenses, and should be divided
on some equitable basis, say the amount of
service rendered to each,

Factory Expesse .is chargeable directly
to the goods manufactured whilst

Selllag Expenses are ‘only applied to
goods charged to customers To sum up,
the cost of production equals the following:~

Direct Materials.
Direct Labour.
Direct Expenses.

The total of these three equals prime
cost.

Prime cost plus an agreed proportion
of factory expense = factory cost. Factory
cost plus selling expense = total cost; and
selling price less total cost = net profit.

Section 3.—Types of Costiag,

Job Costs, where every job or orderis
allotted a definite order number, are costed
separately. They are eminently suitable
where the work done can be definitely traced
and recorded throughout the whole chain of
production. Without making an exhaustive
survey of this type of costing, it must be said
at once, that the type of business, and the
product manufactured, must be the deciding
factor, as to whether this principle of costing
should be adopted. It most certainly entails

an expert knowlédge of the product made on
the part of cost accountant.
Process Costs.

This type of costing is peculiarly
adaptable where the raw material loses its
identity entirely in the continuous process of
manufacture, under such conditions it is
practically impossible to cost each job
separately as a complete unit. Material
and labour can only be charged to
each stage of manufacture, the costs ac-
cumulating in the different stages or processes
additional material being probably introduced
during successive operations.

For managerial purposes, production
reports may be prepared periodically, showing
the unit cost per process, which is arrived at
from the sum of material, labour and process
expenses divided by the total output per
process, :

A simple outline of a process cost system
may be regarded as a series of small manu-
facturing accounts, with materials, labour and

. expenses as the debits, and the value of output

to next process, also any by-products as the
credits, These are carried on the final
repository the finished goods account.

This principle of costing is very suitable
to businesses of the chemical manufacturing
type, coal mines, foodstuff factories, and in
most cases where the cost per ton, yard, ot

gallon has to be found as distinct from the
cost of each job.

Other types of costs are departmental,
multiple, single and operating. These are,
I think, mostly self-explanatory.
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Section 4.—The Determination of Cost.

When planning a cost system, one must
have a clear conception of the results to be
achieved. A good planis to view the final
results by looking, as it were, backwards
through the various records bailding up that
result. ’

In all probability there may have to be
some drastic alterations in existing routine in
order to promote a correct sequence of events.

" The treatment  of stock and stores plays a
" prominent part in an efficient costing system,
- the physical inventories checking the cost
accounts and the cost accounts checking the
- physical inventories. It follows, then, that an
~ exhaustive investigation into the existing
method of ordering, receiving, storing and
issuing of stores of all descriptions is necessary.
. Without an efficient system of store accoun-
ting and control, a cost system is hopeless,
although it may not always be obligatory to
have stores management under control of the
- cost department.

It is absolutely essential that work of
every description should be subject to a
factory or works order, as work for stock,
customers’ work or service, or goods for use
within the business itself. The object, of
course, being that all work, materials and
expenses may be charged to their correct
order. This would also facilitate the tracing
of work, and materially assist in the compi-
lation of a work in progress account.

The factory should be divided into
production and service departments, In the
- majority of cases this, I think, will be o
comparatively easy matter. An important

point in planning is to observe the correct
sequence of productions. This factory plan-
ning into  departments very materially
faciltates the allocation of overhead expense,
always bearing well in mind that some
expense items will not be applicable to all
departments; e.g., the' charging of power to a
department that does not use motive power.

It is highly essential that all stores
should be controlled from some fixed centre,

and the ideal plan is the delegation of this

‘very important duty to a responsible store-

keeper, \those gole duty should be the issuing
of material and the requisitioning of fresh

.supplies when stocks have run down to an

agreed minimum. In no circumstances what-
ever should stores be issued without an order

signed by some responsible works official,
these orders should always definitely quote

the job, process or department to which the
material 1s to be charged. These orders and
requisition indents form the basis of the keep-
ing of the stock and stores ledgers referred to
previously. With regard to labour, there must
be prepared an abstract of the wages book
classifying the men into the various
production and service departments arranged.

The production wages fall naturally into line

for direct posting to the cost ledger, but with
regard to the service departments, the
procedure will have to be much more ela-
borate. The men in the service departments,
such as the engineering departments, should
have issued to them some form of time sheet
or card, daily or weekly, upon which they can

¥

record their time spent on repairs and

maintenance, to the various departmentsy™

whether production or otherwise,
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These cards or sheets are analysed, and
the total service wages paid are distributed
at the rate per hour paid, on the number of
hours spent on the job, process or depart-
ment. It is desirable, also, that the service
department expenses should always be reco-
vered on the wages indicated by this analysis.
This can be done by a percentage calculated
on the ratio of expenses to wages paid over
a given period; these, of course, will need
amending from time to time.

Moving on to what is usually the chief
difficulty to the cost accountant, i.e., the

allocation of factory expenses, or oncost as '

it is sometimes called, I purpose briefly to
deal with the method of allocation of some of
the items forming it.

REeNT, RATES AND TAXES.
On the basis of floor space occupied.
FIRE INSURANCE. . '

On the capital value of the buildings and
plant covered.

DEPRECIATION.
The method of depreciating the asget in

the plant register should indicate the amount

per annum.

. REPAIRS TO PLANT AND BUILDINGS,

These are charged by the service de-
partment, time sheets and cards, and mate-
rial from stores orders.

ELECTRIC POWER.
The ideal method is the fixing of circuit

- meters per department or process. The total

readings of these should about balance the
total main meter reading. - Failing this

method, the total horse power consumed
multiplied by hours worked gives H.P. hours,
which then can be distributed on the machine
hour basis. A third method which can be
used more accurately is the taking of tem-
porary readings per machine by the electrical
engineer, which give the average consump-
tion per hour per machine, which multiplied
out by the machine hours gives fairly accu-
rate results.

ELECTRIC LIGHTING,

The formulaLa@ps x Waltt‘:oz Hours used.= B.T.U.

gives a very accurate result in practice. = **

STEAM POWER,

This should be the total of all boiler and
steam service expenses, and can be most ac-
curately ascertained by the use of steam
nleters installed in the service of steam-using
departments, although there will always be a
small percentage margin of stéam losses.
STEAM HEATING. '

On basis of floor space supplied.

WAGES OF WORKS CLERICAL STAFF AND
FOREMEN.

To be charged in proportion of service

. rendered to deparments,

SELLING EXPENSE.

This recovered by a percentage on
factory cost, in a ratio to be decided by the
comparative totals of the two classes of
expense.

Section 5.—Modern Tendencles in Costing.

There is a decided tendency at present
very much in vogue, to make the costing
system not merely a matter of recording
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comparative history but to be a guide and
director of production at the actual times of
manufacture. As an example, we have what
is known as budgetory control, which means,
briefly, that a factory manufacturing standard
products can from their previous costing
history, build up a definite programme of
work with pre-determined costs, and the work
can be kept well in view and strictly confined

means that the management of a business
have a very good jdea as the result of 8
year’s trading, without having to wait for the
results as shown by the financial accounts.

It has also the further advantage of bring-
ing together the managerial side with the cost t
department, for the mutual benefit of each-
and in addition proving a very material
advance in the status of the cost accountant.

within the limits prescribed. Any serious
deviation is then immediately subject to
managerial and the whole
productive machinery being keyed up to
standard the whole time. This type of control

supervision,

I'had to deal very perfunctorily with

many of the aspects of this very important
subject, and trust on some future occasion t0
be able with them in much greater detail.

mama

Britain’s Overseas Commerce,

BY

J. S. PONNIAH, M. A, Dip. (Econ.),
American College, Madura.

To no other people is foreign commerce
of such vital significance as for the British,
“a nation of shop-keepers,” It is their very
life blood. Relatively to their resources and
to the size of their population, foreign trade

" has been of enormous dimensions, and abso-
lutely, Britain still claims the biggest per-
centage of world trade.

Trade of each country as percentage of

World Trade.
1875 1913 1924
United Kingdom 20.8 155 165
France 116 78 82
Germany 117 131 7.2
U. S. A 8.3 112 156
Japan 03 18

+ British Dominions

The British rule the world not by virtue -

of some divinely ordained mission in life, but
by their supremacy in the making, carrying
and vending of goods in all the four corners
of the world,

EARLY BEGINNINGS,

The beginnings of the mercantile domi-
nation can be traced far back to the 16th
and the 17th centuries, when the sea-faring
sense was kindled by a new zest for the
discovery of ocean routes to the East. This
at once broke her medieval isolation. Fa-
vourably situated on the fringe of the Atlan-
tic, she jumped within a century from

3.3 isolation to empire, In 1588 the Protestant
89 119 138

islanders sank the Armada of Catholic Spain,
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started the East India Company in 1600 and
founded the first American colony of Virginia
in 1607, Such was the beginning of Bri-
tain’s colonial trading empire.

How did England suddenly succeed in be-
coming a mercantile country? For several cen-
turies, she was content to leave the foreigners
to finance her trade and carry their goods
(metals, corn, and wool); but with the deve-
lopment of her woollen industry she was
anxious to find new markets for the surplus
goods that her men were putting out. In 1700
woollens conprised nearly half of English ex-

, ports. Further her bountyfed agriculture made

her a regular exporter of wheat to Europe.
The Birmingham smiths were working in iron
and copper, making swords, guns, buckles,
buttons, locks and all kinds of small goods in
copper and brass. Again capital accumulation
aided by the establishment of Joint Stock
Compariies contrasted significantly with the
early poverty of capital. The *planter’,
‘nabob’, and the trader in ‘black ivory’ (slaves)
were also enriching the country and the met-
ropolis (London) was fast developing as the
starting point of foreign venture with its
numerous industries, specialised merchants,
bankers, and brokers and a rich congregation
of consumers. Finally the Navigation Acts
had been a powerful stimulent to the deve-
lopment of their mercantile marine.  These
courses enabled her to become a great mer-
cantile country.
TRADE RIVALS.

But at the opening of the 17th century,
when England emerged as a trading nation
she had many. powerful competitors in the
field; Spain and Portugal with the monopoly

of the new world, the Dutch with their
powerful fleet and large volume of carrying
trade, and France with her manufactures
equal to England. Before the close of the
19th century, however, these rivals were all
out-distanced and England became the un-
questioned leader of European Commerce
with empires in the East and the West.

AN ExpPoRT POLICY.

Having thus established her commercial
and colonial supremacy, England aimed at
developing her exports by fostering the
ancient industries of the country especially
the premier woollen industry. The emphasis
was changed from colonisation and shipping
to productive development at home, utilising
resources and markets furnished by her em-
pire. But she did not at the same time, aim
at national self-sufficiency. She sought to
grow rich by exporting the products of her
own land, and re-exporting those of her
overseas possessions.

Walpole was the prominent exponent of
this policy. He was in power from 1721 to
1742 and down to the end of his term of
office he kept England at peace with the
nations of Europe. He strengthened and
increased the navy. Under its protection
commerce and shipping flourished.  The
native industries were assisted by export
bounties and the drawback of import duties
on re-export. Certain raw materials such as
indigo and flax were allowed to be imported
with greater freedom. In 1721 he removed
the export restrictions on over one hundred
articles of manufacture. His skilful handling
of the South Sea Crisis restored the com-
mercial prosperity of the nation with South
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America. His other financial measures re-
garding taxation were equally favourable
for the development of the exports of

Britain.

A generation after Walpole came the
great Industrial Revolution. Britain then
used her naval superiority to ficod Europe
with her manufactured goods. Manchester
goods were beating out even the most ele-
gant hand-made French goods in France,
Coal formed als¢ an important article of
export now. It found employment on the
outward voyage for the British ships. The
prosperity of the country was advancing by
leaps and bounds.

NAPOLEON's GREAT GHALLENGE.

Then came the great French Revolution.
On its tide rose Napoleon whose object “was
to crush England’s commerce and her
By his famous Berlin
Decree of November 1806 prohibiting trade
with or from Great Britain, he aimed at des.
troying English commerce. To this challenge
Britain replied by her Orders-in-Council of
November 1807 to the effect that all
neutrals should call at a British port before
reaching their

powerful Empire,

destination. In retaliation
Napoleon decreed from Milan (December
1807) that any vessels submitting to British
regulations were lawful prizes of war. After
his great victory at Jena and Tilsit, the
chain of exclusion was completed. But
Napoleon's allies were unwilling partners.
The decrees were difficult to enforce and th:
chief ports became the head-quarters of a
large volume of illicit trade. By the decree of

Fontainebleu, 1810, Napoleon made a final and the U.S. A. were in keen maritime
effort to impose his will on his allies. He rivalry, But dwring and atter the Civil War

confiscated colonial vessels that touched at
British ports, and resold the cargo to the
profit of his treasury. British-made goods
were burned to the accompaniment of mili-
tary music. French manufacturers welcomed
the elimination of British competition, but in
spite of the tightening of the blockade, Great
Britain’s export trade was unimpaired. She
found also new markets in South America,
Sweden, and in the Levant. When Russia
broke loose from the alliance the Continental
System collapsed like a pack of cards. By
1814 Napoleon’s challenge was ro more.

AMERICAN PROTECTIONISM. e

Napoleon’s challenge ended in a complete
triumph for the British. No sooner than that
menace was ended Britain had to face the
opposition of the U. S. A. in a different form.
By her Navigation Act of 1817 America
sowed the first sceds of European protec-
tionism.  That Act rescrved her coastwise
shipping for American nationals. She impos-
ed discriminating duties for protecting her do-
mestic industries also. From protection to her
manufacturing industries she passed on to
protecting her agriculture, when competitizn
was threatened from the newer lands of
Canada., This opposition was off-set to a

great extent by what Great Britain gained -

by way of trade privileges in Brazil and the
South American Colonies and in Portugal.
By the treaty of 1816 Britain secured the
commerce of South America open to all
nations upon moderate duties with a rea-
sonable preference to Spain,

Between 1800 and 1860 Great Rritain
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the American mercantile marine was crippled
and her fiercest competttion was at an end.
Thenceforward she found a more attractive
outlet for her capital and energies in the de-
velopment of her interior. She bagan ex-
porting her wheat, meat and cotton to Eng-
land and the rest of the world.

THE FiscaL ReEvVOLT OF GERMANY,

Throughout the 17th and the 18th cen-
turies Germany was one of England’s best
customers, There was a large body of
English merchants in Hamburg, and, even
during the French wars and despite them,
the financial link with London was success-
fully maintained. After the peace of 1815
there was a rush of British goods with Ger-
many, Austria and the Baltic Countries. And
in 1841 the German Zollverein concluded a
favourable commercial treaty with Britain.

But io the very same year, 1841, Fre-
derick Lisb raised the standard of fiscal
revolt in Germany with his challenging book,
‘““The National System of Political Eco-
pomy”’, whose cardinal emphasis was on
‘power’ and ‘productive efficiency’ as con-
trasted with plenty. When  Germany

triumphed over Austria in 1866 and over
France in 1870, she came out asa full-
fledged protectionist.

“In the period from 1870 te 1914 Ger-
many was learning hatd of others, who were
ahead of her in 1870. She bought steam-
ships from Glasgow aund then built her own.
She applied the chemical discoveries of ar
Englishman to the ores of Alsace Lorraine
and erected on coal and iron an industrial
empire. She sent her young men to London
to learn banking and English. She travelled
South America to find out from South Ame-
ricans in their own language what they
really desired. She used her meighbourhood
to Russia and South-Eastern Europe to
direct the technical developments of thewr
resources and to ship their surphs popu-
lation to America. In her laboratories she
joined university research to the practice of
the workshop. But for those who ruled her

this was not enough. They must have colo-
pies and a great navy as well as the hege-
mony of Europe, and therefore they had

L34

war.,
(C. R. Fay)
(To be continued)

Stenographers Organise.
By. M. NATARAJAN.

A healthy spirit of constructive co-ope-
ration is pervading the Indian atmosphere
now, and in nothing is this more apparent
than in the recent effort of the St?n(}-
graphers to organise themselves 1uto
qan All-India Institute of Stenographers
with its Headquarters at 139/3, Russa
Road, Kalighat, Calcutta. Usually when

labour tries to organise itself, it does so on
combative trade union lines and looks upon
its interests as always opposed to those of
the employers representing Capital. But

‘thanks to the fact thie raaks of stenographers

ate recruited from the intelligent middle
classes of India, they have been quick to
perceive which side of their bread is buttered,



Page 382

Indian Commerce.

December, 1933

and have accordingly mentioned in their aims
and objects of the Institute ‘‘to act as inter-
preters to employers of the needs, aspira-
tions and ambitions of Stenographers asa
class; to help employers in choosing steno-
graphers suited to their requirements and in
general to bring employers and stenogra-
phers closer together in a mutual appre-
ciation of each other’s problems and diffi-
culties,” Would that the same sense of
sweet reasonableness and co-operation per-
vaded many other corporate activities in
India at the moment!

The Institute proposes to do for Steno-
graphers what the Institute of Chartered
Accountants does for Accountants, and the
Institute of Engineers for the Engineers.
The immediate platforms on which the Ins-
titute proposes to work are recruitmeat of
members on restricted basis of graded quali-
fications, holding of examinations on revised
syllabuses with a view to bringing the train.
ing of student-stenographers more into line
with the actual work that they will be called
upon to do when starting their career as
Stenographers, conferment of degrees, which,
coming as they do from a responsible body of
professionals, will help the employers very
much in their harrassing task of choosing
stenographers, publication of a journal in
which to discuss the various problems of the
profession, and insisting on the candidates
for the Fellowship of the Institute to submit
theses on subjects of general interest to ste-
nographers, thus helping to develop profes-

sional literature,

From the beginning the Organizers who
include such well-known persons as Mr. P.

D’Abrew, Secretary to the Chief Justice of
Bengal, Mr. S. K. Ghosh, B. A., F. S. D. S,
Local Secretary to the London Chamber
of Commerce Examinations, Mr. M. Ver-
tannes, the experienced principal of the
Rogers Shorthand Schools and Ms. N. Ga-
napathy Iyer who learned his lessons cf
useful service to the profession in his capa-
city as the Secretary of the Calcutta Short-
hand Writers’ Association for some yeurs,
and is now carrying that cxperience to a
wider field of activity, have worked on very
liberal principles of consultation with the
leading members of the profession in India,
Even now they appeal to every experienced
stenographer in India to become a Found-
ation Member, which will confer on him
the privilege of being one of the original
founders of the Imstitute and will give him
the opportunity of contributing his construc-
tive ideas on the working of the Institute
at a time when the Ingtitute is still in its
formative period. The Foundation Member,
the number of whom will be restricted to
those who join before the 31st December
1933, will have a voting voice on the propo-
sals of the various Sub-committees which will
be submitted to a meeting of the Foundation
Members during the early part of 1934,

A stenographer asks me way he saould
becomne a Foundation Member now instead
of waiting to become a member later on, and
my reply is (a) Admission to the member-
ship Grade later on will be on a stricter
qualification  basis  than it is now for
Foundation Member; (b) A Foundation
Momber automatically becomes a Member
later on without having to pay further any
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entrance fee, (c) He will be one of a small
body of special Foundation Member-degree
holders, the value of whose degrees will
increase with the passage of time, (d) He

will have the honour of having helped to

found the Institute and to contribute his
constructive ideas on the organization of
the Institute, (€) the Foundation Members
will have an effective voice in the future
running of the Institute by means of special
representation on  the Council, and (f) a
Foundation Member will have easier facili-
ties of becoming a Life Member, should he
desire to do so, than those who join later
on. I appeal toevery experienced stenogra-
pher in India to become a 'Foundation Mem-
ber and help the formation of the All India
Institute of Stenographers. ~
Some stenographers ask me what tangi-

ble benefits membership of the Institute will
confer on ‘its constitueats. To the student-
stenographer, I say that a certificate of the
Institute in due course of time will enable
him to obtain an employment sooner than
any other certificate will do for this reason

“that employers will come to recognise sooner

or later that a member of the Institute comes

“better prepared to fall into the routine of his

office than any stray stenographer and that
he is more amenable to discipline than others.

~ Therefore, ask your Professor, if he has not

yet become a Foundation Member, to do so
immediately and to coach you in lessons so
that you can appear for the Institute’s

_ Examinations. The Principals of Commer-
“¢ial Colleges will have the satisfaction of

knowing that the course of instructions that
they impart in coaching their students to

enter for the Institute’s Examinations is
more approximate to what they will be
called upon to do in actual practice than the
merely academical course that is now being
imparted to them in commercial schools and
colleges. It will be only too evident that the
co-operation of teachers and principals is
highly essential for the success of the Insti-
tute, and, insofar as this is an effort to orga-
nize the profession, to which they have devo-
ted their lifetime, I believe they will not be
slow in taking advantage of this opportunity
of joining the Institute and giving it the
benefit of their mature experience and
wisdom. Let me take this opportunity of
assuring the teachers and prineipals of
commercial schools and colleges that the
Institute is most definitely under a promise
not to run a coaching or training centre in
competition with their schools, and that its
efforts will be confined to prescribing sylla-
bus and text-books and arranging for
examinations and looking to the co-opetation
of the teaching body to send their students
to the Institute’s Examinations. I am now
in a position to say that the Institute has
the blessings of Mr. K. S. Aiyar, B. A,
Reporter to the Legislative Assembly, whose
contributions to the Pitman’s system have
been acknowledged by the Headquarters and
who has also kindly consented to be on the
panel of the Board of Examiners.

The Institute will, however, be of very
great assistance to the average commercial
stenographer in seeking employment and in
retaining it when he has obtained one, “The
possession of the Institute’s certificate or
degree, the knowledge that he will derive
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from the pamphlets, the journals and other
publications of the Institute, the facts, figures
and professional information that will be
available to him in later years—which are
not now so available—will all contribute
towards securing for him a better hearing
from his employers than it has been in all
the years past. The peculiar problems with
which the Government stenographers are
faced, as evidenced by the proceedings of
the last Provincial Conference of Stenogra-
phers held at Trichinopoly in Dccember last,
as also by the very unfavourable scales of
pay fixed for new entrants, vide recent
newspaper reports, will also have the atten-
tion of the Institute, and I have no doubt
that in a short while, representations made
through an authoritative body of the nature
of the Institute will decidedly carry more
weight with the authorities concerned than if

they were made haphazard by individuals.

A word to the lady-stenographers who
might read this article. You have so far
kept aloof from this movement. No doubt
racial and npatural shyness have a lot to do
with it, but I firmly believe that the needs
and problems of the common profession to
which you belong side by side with thc male-
stenographer will induce you to take your
proper share in the Institute. In the social
life of the office the lady-stenograpaers have
always maintained friendly and amicable
relations with the male-stenographers. Will
it be too much to ask of you to similarly
take your active part as a corporate body in
the corporate functions of the Institute which
can help to improve the position of the lady-
stenographer as much as that of the male-

stenographer.

———

Economy.
BY
MUHAMMAD L. R. NABBOO,
Certified Economist, of Demerara, British Guiana.

Economy is the parent of integrity, of
liberty, and of ease, and the beauteous sister
of temperance, of cheerfulness, and health;
and profuseness is a cruel and crazy demon
that gradually involves her followers in de-
pendence and debts; thatis, fetters them
“with irons that enter into their souls.”

A sound economy is a sound under-
standing brought into action, It is calcula-
tion realized, it is the doctrine of proportion

educed to practice. It is foreseeing contin-

gencies and providing against them. FEco-
nomy is one of threc sisters of whom the
other and less reputable two are avarice and
prodigality. She alone keeps the straight

and safe path, while avarice sneers at her as

profuse, and prodigality scorns at her as pe-
nurious.  To the poor she is indispensablc;

to those of moderate means she is found the
repfesentutive of wisdom. The loose change
which many young men throw away use-
lessly, and sometimes even worse, would often

)
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form the basis of fortune and independence,
but when it is so recklessly squandered, it
becomes the worst enemy to the young man.
He will soon find that he has bought nothing
but expensive habits, and perhaps a ruined
character. Economy, joined to industry and
sobriety is a better outfit to business than a

dowery.

The progress of civilization has incurred

a necessity of barter and exchange as t'he
means of subsistence,  Thus wealth, as tae
medium of acquiring all the comforts and all
luxuries of life, has obtained high considera-
tion among mankind, Philcsophers may
therefore scoff as much as they pleasg at the
value placed upoun riches, but they will never
succeed in lessening the desire for their
possession. When considered as the means
of enjoying existence in comfort, it must be
seen that it is only by the judicious expendi-
ture of wealth, that this end can be
obtained. Pass a few years and the
prodigal is penniless How few, under such
circumstances, but, directly or indirectly,
are guilty of injustice and _cruelty. szbts
unpaid, friends deceived, kindred deprived
of a rightful inhen_tancc—-such are th‘e
consequences of profasion and are not suci
os.tive acts of injustice and cruelty? Let

those, therefore, who indignantly stigmatize
the miser as a pest tosociety, and in a
fancied honourable'horror miserly meanness
are for showing their nobler spirit by run-
ning into an opposite extreme, reflect, that

thongh different the means, how similar the
results of profusion, how exactly conducting
to the same crimes and miseries. The taste
of the age is so much more friendly to prodi-
gality; the lavish expenditure of wealth, by
conducing to the gratification of society is so
often unduly applauded, that it is an extreme
much more likely to be rushed upon. But
when the real consequences of its indulgence
are fairly and dispassionately surveyed, its
true deformity will be quickly perceived.

In short, economy appears to induce the
exertion of almost every laudable emotion;
a strict regard to honesty; a laudable spirit
of independence; a judicious prudence in
providing for the wants; a steady bene-
volence in preparing for the claims of the
future. Really we seem to have run the
circle of the virtues; justice and disinte-
restedness honesty, independence, prudence,
and benevolence.

The Institute of Book-keepers’ Journal.

A Cheque for 3d. Mru. Charles Emmot,
Couservative M.P. for Springburn, Glasgow,
yesterday received from the Treasurer of
the United States a cheque for one cent
(about 3d.) as a refund of tax illegally col-
lected on dividend due to Mr, Emmot. With
the cheque was a lengthy explanation.

Daily Despatch, 18th May, 1933.

Review.

Book-Keeping Self-Taught
BY

Framroz. R. MERCHANT, F.S. a. 4.
(Lond.)
Coleman & Co. Ltd.. Bombay.

Price Rs. 2—8—0

This small book on the Elements of

. oK O ree s (Di€D-
- ing, as its title indicates, 1s 1
Bock e e ho are desirous of

d for the laymen Wi .
;ieeaming the subject without the aid of a

Bennett,
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teacher and with this object in view the
author has begun from the very A. B. C. of
the subject. The treatment of the subject
is very good and the definitions of the
various terms that are commonly come
across in a study of this science are very
concise and clear. We think this book
should be a little more explanatory, and
especially the lesson on Bills of B
which is a bugbear to the majoy %
students of Book-keeping, to #u®
interests of the self-taught,
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TheIdeal Tonic Food Backed by 20 years’ Reputation
Builds up Brain and Body and imparts New Life
and energy-Best Panacea for all Diseases-Nourishing,
Sustaining and Revitalizing-Found Best by Every Test
to Acquire Robust, Radiant and Rebounding Health,

Firmly Refuse All Later [miltations. Testimonials Open for Inspection.

THE MADRAS AYURVEDIC PHARMACY, LTD.,

Complete Literature, Free on Application.

P. 0. BOX 151,
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Whooping Cough STANDARD FURNITURE Co., Ltd.
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Don’t allow your Children to go on for

Nl . KALLAL. S. Malabar

8 months helplessly struggling in the grip _

of a prolonged and suffocating Cough until Lm:gest Manufacturers of
it turns into Pneumonia and Asthma when CAMP FURNITURE

you can cure them within 12 days with
Dr Pereira’s Whooping Cough Specific
Rs. 2-12-0 per bottle.

Asthma Cure

If you have failed with other medi. ]

cines, make a last trial and be sure to syc-

ceed, as has been the case with so many.,
Rs. 4-8-0 per bottle.

in India.
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Anhdlabehn Our CAMPCOTS are the BEST and
It’s use for six months will restore you THE CHEAPEST
to your former condition, being free from -hes :
your long standing Diabetes Rs. 4-12-0 Brar.uh‘es .
ber bottle | Trichinopoly, 11 Promenade Road, Cantt :
. J. F. PEREIRA & Co, Madras 34/35, General Peters Road, g
Chemists, No. 27, CALICUT. S, India Mount Road
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Question Papers of Previous Years’
Government Technical Examinations

.

TYPEWRITING

LOWER GRADE—Speed & Statements
and
HIGHER GRADE—Speed only
FROM

APRIL, 1923 TO0 JANUARY, 1933,
WITH THE SYLLABUS.

Price 10 annas a copy, Postage & V. P. charges As, 4 extira.

12} per cent discount will be allowed if Six or more copies are ordered for at a time,

Apply immediately for your requirements to save disappointment.

Copies can be had from :—

o M“*

The Manager,
“ Indian Commerce Book Depot”,
267, West Masi Street, MADURA. (S. lndia).

INDISPENSABLE TO EVERY STUDENT OF TYPEWRITING.
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Head Office: MADRAS. Established in 1906 %

e & @ ¢ ¢ &

—— e
B S oo

Trustee: OFFICIAL TRUSTEE OF MADRAS,

Policies in force exceed Rupees Two Crores,
Total Assets exceed Rupces Fifty-five Lalkhs.
Annual Income exceeds Rupees Twelve Lakhs,

Among the distinguishing features of the Company are: -
Complete and absolute safety of Investments.
Prompt and equitable scttlement of claims.
L.conomical Management.
Moderate premiums, combined with substantial honuses.
Fifhcient, sympathetic aud prompt service to Po'icy holders,

Assurances on the lives of females are also accepted,
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Applications are invited from respectable and influential gentlemen ¥

to represent the Company in all important centres in Madura, Trichy andx
Ramnad Districts. ;(

. Branch Manager,
United India Assurance Buildings”’,

31, North Chitrai Strect,
MADURA
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