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ABSTRACT REPORT.

1. In order to facilitate an appreciation of our views by persons to whom
our Report may appear too detailed and
Olject of Abstract Report. P y app
to prepare an abstract dealing only with those points which are of larger
importance. For this reason we do not propose to enter into great detail and
our remarks in this abstract must be held to be supplemented by what we have
said in our main Report. For the same reason we shall refer to agricultural
credit societies only among primary societies, as societies of this nature form
13,715 out of the 14,566 primary societies which have come into existence since

- co-operation first obtained a footing in India in 1904.

9. A primary agricultural co-operative credit society is formed in its

first stage by a number of individuals,

The Primary Sociely. not less than ten, who, becalse they are

unable individually to obtain the credit which is necessary for their small
agricultural operations either in adequate cvluar.]\tity or at rates or on terms of
hones* dealing which enable them to work at a profit, combine together to
obtai this necessary credit on reasonable conditions. To effect this each
beco. es liable for the debts of the society to the extent of the whole of his assets.
If in this combination there is a number of well-to-do persons who have
joined, not to obtain credit facilitios they already possess, hut to assist their

poorer friends, i% is obvious that the addition they bring to the total of the assets

of the individual members provides a substantial security to a creditor for any

money lent to the society and used by the poorer members. If, on the other
hand, all the members are of the same class, too poor individually to be trusted
with any loan at a rate of interest which does not inelude a very large propor-
tion of insurance to guard against the risk of non-repayment, it is equally
obvious that the risk on theloans is in no way diminished from a purely material
point of view by the combination. It will net, we think, be found frequent
in practice in India for men of substantial position to join a .society to
support the credit of their poorer neighbours, and consequently it may be
taken that the majority of societies belong to the latter class. It is true
that even in that case the total assets of the members may, and gene-
rally do in practice, total up to a nominal saleable value, based on the rates
obtained at occasional sales, considerably in excess of the total loans granted.
Tt is, however, probable that in the event of the forced sale of a number orall of
these assets, the amount realised would be found to he very much less than that

at which they had been valued and might in mauy cases fail to cover the debts

" of the societies, the more especially if many such sales were taking place simul-
taneously within a small area. Hence it is clear that the creditors’ real security
consists not in the material assets of the members but in the ability and desire

technical, we have deemed it convenient

of the members to put the borrowed money to productive uses and to repay the -

loan out of the profits made thereby.

" Rach loan should mean so much earning capacity, so much producing power

forthein. =1 borrower. The guarantee consists in the expectation that each’

¥ @
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member of the society knowing that he stands to lase his all by the default of the

others, will exert moral pressure on his co-members to ensure that they use for a
- proper productive purpose the money which they have borrowed and duly repay it
~ at the appointed time. The security in fact lies in the use of each loan for genuine
productive purposes, the honesty and thrift of the members, the watchfulness

they exercise over each other, the moral influence which they bring to bear

upon dishonest or unthrifty co-members and the feeling of sclidarity whieh is
usually awakened by association for a common puvpose. These represent
the essential elements of co-operation in its perfected form and it is in
‘the presence of these clements that the business aspeet of co-operation also finds
its best security. The societies, as we have said in our Report, must in the first
place be co-operative and must further be business-like.! The two qualifications
are largely inter-dependent, but for the sake of clearness it will be couvenient to
deal with them separately as far as possible.

3. The society tobe fully co-operatize must fulfil many conditions. The
theory underlying co-operation is that
weak individuals are enabled to improve
their individual productive capacity and
consequently their material and moral position, by combining among themselves
and bringing into this combination a moral effort and a progressively developing
realisation of moral obligation. The movement is essentially a moral one and it
is individualistic rather than socialistic. It provides as a substitute for material
assets honesty and asense of moral obligation, and keeps in view the moral

Condit’ons necessary to make a society
cn-operative.

rather than the material sanction. Hence the first condition obviously is that

every member should have a kanowledge of the principles of co-operation, if this
co-operation is to be real and not a sham. In the formation of a society the first
essential is the careful selection as members of honest men, or at any rate of
men who have given satisfactory guarantees of their intention to lead an honest
- life in future. As regards the dealings of the society, it should leqd to its mem-
bers only, and the loans must in no ecirewmstances he for speculative purposes,
. whieh, so far from encouraging thrift and honesty, have exactly the opposite effect.
Loans should be given only for productive purposes or for necessaries which,

as essentials of daily life, can fairly be classed as productive, The borrowers

should be required to satisfy their fellows thar they are in a position to repay
 the loans from the income that they will derive from their increased productive
capacity, or that by the exercise of thrift they can effect a margin of income over
- expenditure which will suffice to mect the instalments of their loans as they fall
o due. When a loan has been given, if is essential that the committee of the
society aud the other members should exercise a vigilant watch that the money,
‘is expeuded on the purpose for which the loan was granted. If it isim-
. properly applied, it should be at once recalled. It is further advisable to add
~ to the general supervision of the society the special supervision of individual

‘members, by taking personal sureties in the case of each ioan. In the event

of any defaunlt by the borrower an irstant demand should be made on

. these sureties. In the more general matters of' the society’s business there .

..should, of course, be a committee of management with a president and a secre-
xtary, all of whom, except those who perforiz purely clerical duties and have no
»»‘volce in the management, should be members of the society and give their

‘«ﬁ‘em«;:es to it gratuitously. At the same time the ultimate authonty should .
 be delegated to the office bearers, but should be retained in the hands of

the members, who must contmue to take a practical mterest in the busmess of
the soclety With this olject the constitution should be purely republican ; each"

member should have oune vote and no more in the general meeting and all

business should be transacted with the maximum of publicity withia the soclety

For example there should be kept in some place open to the inspection of every -

member -a list showing the loans issued to every member, the names of his -
sureties and the amount of the losn still unpaid, and each member should be -
required to know generally bow this account stands : general meetings should be -
frequently held at which the accounts and affairs of the society are fully dise.
cussed and explained. 'Lhe express object of the society should be the develop- B
ment of thrift among its members, with the hope too that this idea of thrift .
will spread in the neighbourhood. To effect  this object loans must be'
given only when they are really necessary and desirable. Further the develop-
ment of thrift and of a proprietory interest in tne society should be aided by

efforts to build up as soon as possible a strong reserve fuad from profits. -
The society must also be encouraged to obtain as much as possible of its- capital -
from the savings which its teaching and example have brought about among .

- its members and their neighbours. With ali these must go the elementary busi- -

ness principles of honesty, punetuality, proper aceounts, diligene: and payment
‘when due.  To ensure all this there must be adequate control from within, in<

- oreasing vigilance and supervision by the ofﬁce bearers and a continuous eﬁort '

by members in learning the principles of co-operation, in me eting frequently, in

" watching others, in working hard and observing thrift, and in punctml repa.y— :

ment of their own loans as they fall due
4. There are three matters in this connection which we consider to bg

Thres special poinis, of special importance : —(4) the starting of

Y . new societies and the size of societies, (m)

the ponoﬁ for which loaus are granted to members, and (¢ié) the rate of mteresﬁ_’

| charged on loans

With reference to the starting of new societies we have recommended that t.hef' .
' utmost care should be exercised in permit-.

) New Societies and their size.
2 ‘ ! . ting the formation of a society and that -

the R eg1strar sbou}d only consent to register a society after he is convinced that i
its prospective members understand co-operative principles and duties and are

repared to act up to them and that there is a reasonable probablhty that they.
«+.31 do so. Any general spirit of official propagandism of primary societies would

in our opinion now be a grave mistake. The movement has spread suﬁiclently‘

to vable the villagers in most provmces to have an opportunity of seeing.
a seciety in being and to take steps to form a soeiety of their own, should they
_consider that the inducements are sufficiént. The members should be suffi-
cmnﬂy chuamted with each other to know whom to trust and whom notfi

“to trust and to be able to exercise genuine supervision over each other’s deahngsu
3 (}onsequently large societies are to be depresated. Undoubtedly large societied’

-do exist. and prosper up to a point, but it will be found in practice that these‘

. &epend for their existence on the efforts of the president or a small commlttee,
- and that the ordinary member takes little interast and has practically nd voice"“
" vin the: mana,aement or affairs of his society. The co-operatwe safeguards. &rg;c

'S

. therefore, absent and everything depends upon the honesty and business qua-_
(,tles of the eommlttee. We have noticed moreover that it is from socigbiba
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of this nature that the majority of complaints have come that members who are

perfectly well: able to repay are contumaciously refusing to do so. This is
only to be expected when there is an absence of the co-operative elements of
~mutual watchfulness and supervision and of the exercise of moral pressure.
1t is impossible to avoid the conclusion that large societies of this nature must
inevitably lose their co-operative character and degenerate into village money
lending concerns.

5. The fixation of the period of loans is a point which deserves special con-
sideration. To take a common instance, a man, who has mortgaged hisland and is
working as a daily labourer, applies for a loan of (say) Rs. 100 to redeem that
land and his fellow members come to the
conclusion that, put in the possession of the

land, he can by the exercise of due thrift save Rs. 150 a year. If a loan of
" Rs. 400 is granted on condition of repayment by two instalments within two
years, the result must be to drive the borrower again into debt by forcing him
to raise elsewhere the balance required to meet these instalments when they fall
due. If instalments have been fixed to which there is admittedly no in-
tention of adhering, the arrangements of the society for repaying its own
borrowings must necessarily be stultified, while other horrowing members
who may very well be in a position to pay, are encouraged to resort
to procrastination and evasion. On the cther hand a well-to-do man, though
he might reasonably be granted a loan to replace plough cattle which had died,
would probably be in a position to repay that loan sooner than another man
" whose income and nccessary expenditure afforded a smaller margin. Conversely,
by allowing thrce years for the repayment of a loan granted for seed grain, which
should properly be repaid after the harvest, direct inducements to extravagance
and unthriftiness are placed in the way of the borrower. It is, therefore,
necessary that each society before granting its loans chould consider carefully
the time within which, having regard to the purpose of the loan arnd the
circumstances of the borrower actual repayment can be properly expected.
When the period has been fixed, it should be rigorously enforced except in
the event of harvest or domestic calamities. Tiie system of extending loans as
a matter of routine is one of the greatest dangers that exists in the co-operative
movement, in that it paves an easy way for procrastination and eventoal default.
It is moreover facilitated by the fact that, if a loan is formally extended by
the society, even for the sole reason that the borrower refuses to pay, it does not
appear in the returns as an overdue loan. It is consequently possible for the
nominal assets to include loans which should really have been written off
long before as bad debts. It is difficult to devise any system of returns
. which would differentiate extensions, and the fact of improper extensions
. having been given can best be elicited by a careful inspection of the
society. When the practice comes to light prompt action must be taken,
but the rcal remedy lies in the prevention of the growth of the practice by
the society’s seeing that no loans are granted on conditions of repayment
_ within a period, inside which no reasonable person could expect the borrower
' 'to repay. In this connection attention should be paid to the fact that
" agricultural finance must be based on the agricultural eyele, and this cycle,
’ though usually of the duration of one year, may occasionally be a matter of
*"‘months, but is frequently a matter of from two to five years. Where climatic
conditions are such that in a one-crop area failure of the harvest is practically

{1i) Length of loans and their repayment.

xiil

unknown, agricultural finance is of course based on repayments at harvest with~
in the fwelve months. Where however the climatic or other factors render har-
vests precarious, the agricultural class must be financed with regard to a period -
of years which will cover the average eycle comprising good, bad, and indifferent
seasons. Thus in an area, wheve one good, one bad, and two indifferent years
form the ordinary cycle of seasons, the agency financing the cultivator does so
o the assumption that the loans will be repaid in full after the first good harvest,
‘hich may of course not accur until the fourth year. This has been from time
\memorial the ordinary practice of the mouey lender, and it seems advisable ’5
_enter’this caveat, as there is 2 tendency to imagire that agricultural finance
lways worked on a twelve months’ basis.

6. As regards the interest at which loans are granted to the members of
societies it has sometimes been urged that .
in order to stimulate the movement and give
its full benefits to members of society, the rates of interest should be made
as low as possible. This point of view ignores the dangers of unthriftiness
and extravagance incidental to too facile eredit. It is sound policy for a_
society to start by lending to members at rates which are still substantial,
though very much lower than those at which, with their pre.arious credit,
they could borrow from the local money lender. Such rates we have found
in many places to be as much as 36, 48 or 60 per cent per annum, and in these
places a society may very well begin by charging 15 or 18 per cent. We have,
on the other hand, been told in some places that ample money can be borrowed
there from local money lenders at 8 or 9 per cent per annum or even lower .
rates. We cannot however help thinking that money at this rate ié; available only
for those who have ample realisable material assets to offer as security, and not for
those agriculfurists whose emancipation from their present depressed condition

- (i) Rafe of interest on loans.

'is the objeet and justification of Government's expenditure on co-operation.

Tn the charge of a high rite of interest on loans to them there is no hardship

imposed on members, inasmuch as every penny of profit made on that rate
' s retained for their use and benefit in the shape of a reserve fund, which

¢an be later employed to enable loans to be made at very much reduced
rates, when a substantial reserve has been acoumulated and the members have

" thoroughly learnt the use and value of money. The matter is one which we

think should be under the very careful supervision of the Registrar who should
have full powers as regards controlling the rates at which money is lent to

. members.

7. Turning to the more purely business aspect position of primary societies,
: o v we may note that they rely for their
Business aspeet.  Sources of Capital- — gonqq partly on external and partly on

" internal sources. In the former may be included deposits from members and

‘n

on-members and leans from central financing institutions. In the latter the »

reserve fund and (in some Provinces) the share capital.

SR 1‘: ’T‘hé amount. of capital hitherto obtained in the way of deposits has on the

SR (i)'fxmm ! Capital. whole been dicappointing. As long as the.
7 7 Deposits. deposits received ave of a truly local

. character ‘and are made from confidence in the working of the society, every
- effort should be made to secure them, both from members and. from non-mem-:

s

" bers, We look to a considerable increase in deposits as an essential to real progress

2
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in the future. For the present, however, the main source of outside capital in «
Loans to socioties,—how delermyaed. primary socleties consists not in del)os.its
Use of Unzons, but in loans from central co-operative
financing agencies, to which we shall allude further below. To such agencies '\p
‘plications by primary societies for loans are gencrally made, and such an agency
on receivinga request foraloan hasto consider its treatment. Ip some cases
the request is received through the office of the Registrar who has already, after
receiving the reports of his subordinates, satisfied himself as to whether the loan
© may safely be given and has endorsed his sanction for that amount on the appli-
cation. In some cases the orders on the loan arc passed by the central ﬁnancing
institution itself. In such cases it must arrive at a decision based upon the
reports of the stal which it keeps for that purpose or on the opinion of members
of its directorate with local knowledge. Ta other cases, but not generally, a
society beforc obtaining a loan has to he aditted to membership of a Unjon.
Such a Union 1s a body of which the only members are the primary socicties
within a circle of a radius averaging generally about 8 miles and at the deli-
berations of which each member of the society has a number of votes propor-
tionate to the number of its own members.  The duties of the Union are to advise
on the grant of loans to ifs constituent socicties and to supervise the work-
ing of these socielies. Being ceomposed of societies all drawn from the Same
limited area who ave or should be also shareliolders in the central §ngne-
ing institution, a body of this kind may safely be presumed o have g fairly
intimate knowledge of the affuirs of its constituent socicties and of thefr ip.
dividual members, and is thevefore in a position to give a most useful opinion as
to the proprieiy of any loan asked for by a society, and is also in a position to -
supervise the use of the money borrawed and the general working of the
'society, while its member socicties’ Interests in the central ﬁnancing institution
should ensure a due regard for the lattexr’s welfare by the refusal® to recommeng
any loan regarding which there was any doubt. It is moreover customary to
introduce a further element of caution into a Union’s recommendations ang to
give cach member society a direct interestin keeping ‘other societies up to the
mark by making it liable to a certain limited extent to malke good to the
central ﬁnancing' institution any loss which such institution may have incurred
from the delault of a society to repay a loan recommended by the Union.
In a province in which a Union system oltains any application for a loap
by a society must first be submitted to the Union whic
upon it a scrutiny, based upon pevsonal knowledge
responsibility, as to the necessity and productiveness of the loan, the character
and position of the members of the society, if new, it past history and b
haviour, if of some years’ standing. If the resalt of this seeuting is4 urylsat. : e-
tory, the loan is not recommended or a loan s recommended of a ver » acl-
diminished amouunt. The contral financing institution, pmvided(it h;z 1;111(:i 1
available with due regard to the elaim of other Uuions, would in “euerai l‘umls
refuse to make a loan to the full extent recommended by a Unim: arely

1 .y 1
a will bring to bear
aad sharpened by financial

’

under conditions
Inces as to repay-
yment of interegt,
or half year, hyt the
3 In some cages it is repaye
rom one o tep years: in othere

8. The loan, when sanctioned, is issued to the society
varying in different pr(;v
. . ment of principal ang pa
»K’;[n most cases the interest has to be paid regularly each year at
ira ctice differs widely as to repayment of prineipal.
X “b le by instalments spread over periods varying

~ Repayments of loans made lo socielies.
Sare . .

%
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it s repayable in one lump sum after a term of years. It would probably be

safe to say that on an average most loans from central financiyg institutions
to 'societies are repaid within three to four years, whether by yearly instalments
or in one sum, and that the usual rate of interest eharged to the primary society
is 7 to O per cent perannum. It is usually left to the society after it has received
the loan, to distribute it among ils members in such proportions and on
such terms as regards the period of repayment by them as it thinks fit; and it
is expected that the central finaneing institutions should recover repayments
from the society corresponding to the repayments made to the society itseif hy -

the members.

We have heard it urged on several occasions that the real test of

- efﬁciéncy in a socicty is punctual repayment and that if a society is making re-

payment punctieally it may safely be presumed to be in a satisfactory state. It
is certainly true that a good society witl always be punctual in its repayments, but

" the converse proposition cannot be admitted. To begin with, a society may be

- have to be refused.

making repayments to the central financing institution from deposits entrusted
toit from time to time and may be makiag no recoveries at all from its members.
Or again its members may be misapplying ov squandering their loa‘ns, ‘while re-
paying punctually to the society with money temporarily provided by a friend
or money-lender whom they recoup from the balancs of a fresh loan, obtained
from the society for some ostensibly productive object. Asa consequence a
society which is negligent in supervision over its members may be receiving re-
gular repayments from them and repaying regularly to the central financing
institution, while its members may be sinking further into debt to the extent of
money which they have borrowed and wasted. 'This state of affairs can only be
‘ascertuained by a close examination of the society’s books, esupled wim.a careﬁ ul
enquiry on the spot as to the affairs of each member and the manuer in which
e has utilised hisloans. [n the supervision of a society the greatest care shiould

‘he taken o sce that the repayments are genuine, and there is grave danger in

7 H ’1‘ Xy ~
vlacing undue reilance oii the mere statement of a society’s repayments to
the central financing institution.

0. It is part of the business of the Central Financing Institution to see that
the credit of the society should be duly as-
sessed, that is to say that the total external
horrowingsof a society whether as deposits or as loans should !ue t.ixed annually
at a certain sum. Without a systematic arrangement of this ln'nd' no proper
relation can be maintained between the credit-worthiness. of the societies and the
: ﬁabmﬁes they incur, asd we censider the point of suc}} importance that., for the
present at least we regard it as essential that the Registrar should maintain a
control over the total amount that a sooiety may borrow.from every source,
and that a maximum limit should be fixed fo‘r such . borrow’mss, to be varied
from iime to time as the society shows 1ts growmg; strcngﬂ; or the‘: reverse.
When the limits for borrowing have then. been fixed any c‘lep.o.q‘ts which
would cause n society’s borrowings to be in excess of that limit wgu]d /
‘ Deposits within that maximum should only be 'gaken_'f
on conditjon that the society itself xetaine'd sufficient liquid assets to meet .
the ©laims of depositors or, asis more suitable, made an arrangement for
' with a central financing institution.- The maximum .
d, as above noted, include borrowings from a cent;'a}}”‘;

Assessmend of credit.

the necessary. cover
borrowing limit woul
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finaucing institution as well as from outside depositors and members, while Joans -
from one society direet to another should be precluded altogether. If a society’s
temporary requirements arve substantially less than the borrowing limit
“assigned to it and happen to leave it with surplus funds, it should place these
'with the central financing institution.

10. The internal sources of capital in societies are, as above stated, the share
() Owned capital. Skares and surplus capifal and the reserve. The bulk of the
assets. societies, at present, have little or no

~ share capital, and shares constitute a substantial part of the capital in four Prov-
inces only. It is hard to expect poor peasants to subscribe anything large io the
way of share capital, but when this can be obtained, as it usually is, in instal-
ments, it forms an excellent means both of inculeating thrift and of provid-
ing a form of capital owned by the society. For the bulk of the ‘owned’ eapital
. however, the society must look to its reserve fund, that is to the surplus assets

~which it accumulates from its annual profits. The ambount of these surplus
assets depends mainly on the difference between the rate at which the society

borrows and that at which it lends, and until the amount has reached a sub-

 stantial figure it is a mistake to reduce unnecessarily the rates at which money is

lent to memhers. If arrangements are made, for maintaining a resource avail-
able for meeting deposits, the surplus assets of a society can most suitably be
employed in the business of the society.

-

11. It will be seen that in order to be fully co-operative and thoroughly
busipess-like, a society must live up to a
high standard. Cousidering the class of
people who compose the bulk of the agricultural societies it is useless to expecs
the maintenance of such a standard without frequent audit and unceasing
supervision from without. It is difficult to exaggerate the importance of such
audit and supervision. Withont them a good society may soon degenerate and & bad
society may soon come to ruin. The work of audit and supervision should in the
first instance be vested in the higher co-operative institutions, Unisns and
Central Banks, but the ultimate responsibility for these duties must rest with the
Government as represented by the Registrar, There is indeed no reason in our
opinion why the whole of such supervision and aundit should fall on the Gov-
ernment staff and be met at Government expense. A full audit by a Government
staff of the accounts of each society is essential, but this might take place once
‘in two or three years, the audit in the meanwhile being conducted either by the
Unions, where these exist, or by the central financing institutions. Constant
supervision, is ‘part of the duty of a Union, and where there is no Union it
should be incumbent on the central financing institutions to carry out the duties
of supervision and ‘o maintain an efficient staff fm the purpose, The cost of
- this can fairly be met by the societies either by a direct contribution or by the
central financing institution’s charging on loans to them a rate of interest
which will coveér the expenditure. At the same time we hold that the Registrap
cannot abrogate his responsibility in the watter of directing and supervising
this co-operative audit and supervision, and that he must see that the infl uence

Audit and superrision of socielies.

~ of central financing institutions is not misdirected or applied in wrong, lmprope .

. or mischievous ways, and mast maintain an efficient direction anq control

ffto ersure that the movement is kept on co-operative lines and is conﬁned to-
“these lines, Tle exercise of due care before formation and the ensuring of full |
saxid proper supervision after formation we consider indeed the most i Important
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- yart of the Registrar’s duty. = If ’ehe Pmmary Societies are sound, and solvent
the whole provincial edifice must be sound unless there js instapility in the -
- higher finance. 1f the Primary Societies are unsound, if they are based on mere

" money lending and not on co-operative principles, no matter how sound the higher'

finance may apparently be, its assets will be locked up in indifferent or bad
securities and sooner or later serious trouble, if not failure, is bound to resuls.

12, The figures below show the rate of growth of primary societies of all-

‘kinds in the last eight years :—

T

No one reading thpee figures can fail to be struck by the maormtude whxch

h 1 , y
Nee @ of increased eontral. -the growth has already atiained or fo

o ) ' be convinced that the movement has
taken firm root. Societies are now’ so spread over all parts of India and the .
~ advantages which thew members are obtaining are so patent, that it is impossible =~

o doubt that the movement will eventually attain dimensions compared to

which its present size will appear negligible. As & consequence there
will undoubtedly arise through the medium of co-operation a- powerful organis. -
ation formed of these agricultural classes who are at present- inarticulate -

through want of education and cohesion. The potentialities of such an organis-

ation, its advantages and dangers, and the possibility of its: perversion to wrong
- ends, if it is'aljowed to develop without adequate supervxszon and proper control
. ‘must be apparent to all. Further there will be in use in these societies a very.
large sum of money, amountmo to many millions of pounds, mainly the property <
-~ of thnfty agrlcultumsts, tmdesmen and men of the professional classeson whom
| the loss of this money would mﬁmt an irreparable blow coupled with far-rea,chmo' .
_gonsequences. This money will be lent to individuals of whom many do not;',' i
* own the material assets to provide the requisite secuuty, and to sell up whom on
any large scale would necessarily involve serious comsequences. It must be
ohvmus then ‘that, if loans are not applied to productive or necessary abjects -
“and’ reyald promptly from the profits so earned, if there is not in each member
the desire and intention so to use his loans and so to repay them and to see’
- that each of his fellow members does likewise, there is a grave danger of the
creatmn of 8 oxgantxc oredit fabric which, having no real ssundness w1thm,‘

may eventually ooﬂapse. On the other hand W1th a sound co-0perat1ve system

-

X"ear. No. of societies. No. of members. | Working capital.

} | Rs.
190607 832 88,582

1907-08 .- 1,350 1,48,698 41,75,211
190809 ol 1,8 1,79,144 72,25,119
190930 e e 3,397 2,20,676E 1,01,25,232
C2IY e e 5282 | 99918 ? 1,53,31,702
©.1911.12 e 8,057 391,957 | 2,35,88,358
S | 1,58 5,13,851 £ 3,33,01.603
191814 " . ol 14p86 | 6,61,859 ‘ 4,64,27,342
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carefully restricted to its legitimate objects, there are mnumerable potentialities
for increase<of wealth and prosperity to the country from a peasantry freed
from the crushing load of debt, obtaining on reasonable terms the money which
it requires from time to time for its agricultural operations, and using for these
operations improved and more scientific methods.

We do not wish to pose either as alarmists or Utopians, buat we think that
the importance of the movement, its potentialities for good or evil, sheuld be
recognised to the full. Of the first danger,—perversion of the co-operative move-
ment to other objects,—we have as yet seen little or no signs, but we think that
this possibility should always be borne in mind and carefully guarded against.
The second danger, the lack of a true spirit of co-operation, is at the present
moment much the more real. We regret to have to say that the conclusion has
been forced upon us that in the majority of cases primary societies in India fall
sshort of the co-operative ideal. Speaking generally, even allowing for the back-
wardness of the population, there has been found a lack of true co-operation.
The necessity for developing a truly co-operative system rather than cheap money

lending and the danger involved in inviting deposits from the public for pseudo- -

co-operative institutions are matters that have been to a serious extent over-
looked. Rapid extenmsion has resulted in the growth of primary societies to

an extent with which the Registrar and Lis staff were unable to cope, and

faults have grown up which were inseparable from due lack of care in forma-
tion and inadequate means of supervision. At the same time these faults are
by no means ineradicable, the societies are young and composed in the main of
good material, and with proper care and supervision are capable of being placed
on the right lines.

Phe rem edy in both cases lies in the snpervision and control of the primary
societies by a registering staft adequate and cfficient, especially in its higher
branches. We do not mean by this that the Registrar should assume the
detailed direction of societies. These must be left, as hitherto, to manage their
own affairs, but tie Registrar must be in a position to know how they are
managing these affairs, and to take action in case of need. In addition to being
able to acquaint himself with the working of the societies under his charge,
the Registrar must be able to give and supervise that teaching of co-operative
principles without which proper co-operation cannot be expected to grow, For
this work the present staff of Registrars is quite inadequate and we trust that
a realisation of the importance of the subject will lead to a material increase
in the superior registering staff. Qur proposals on the subject are given in
detail in the main report and are briefly that, in all the major provinces, there
should be in addition to the Registrar at least one Joint Registrar holding a
status equivalent to that of Collector, and that in provinces where the number of
societies is large there should be approsimately one superior controlling officer for
each thousand societies. The effect of this would be toadd three superior whole
time officers to the registering staff of the Punjab, two to that of the Uniteq
Provinces and the Central Provinces and one to each of the other provinces,
It is essential that the officers should be picked men with special qualificationg
for the work, that their remuneration should be consonant with the arduous nature
of their duties and that it should be recognised that the work of Registrar is in the
- importance of itr nature and the experience which it affords equivalent to the
work of a Collector and renders an officer equally fitted for executive promotion,
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It is also important that the district officer, while not allying himself with
the movement in any cfficial capacity and not exercising any of the formal
powers of a Registrar,—duties for which he might have no inclination and
which the press of other work might force him to allow to fall into routine—

.should nevertheless realise the importance of co-operation and its possible

effect for good or evil on the district under his charge, and should keep himself
thoroughly in touch with the progress of the movement in his district.

13. As regards the higher financing institutions, it may be mentioned that
in Burma, where conditions are somewhat
exceptional and there isa fully organised

Union system, tlie primary societies receive loans direct from one bank at
Mandalay, except in two districts where owing to difficulties of communica~
tion local banks have been formed. These banks however are supported by
the Mandalay Bank, which is also responsible for seeing to their affairs being
kept in proper condition, and for co-ordinating and controlling the whole
co-operative finance of the province. In all other Provinces except Madras and
Bombay a system exists under which the provision of funds to primary societies is
done by a number of local central financing institutions the business of which
covers an area sometimes conterminous with a district, sometimes with a sub-
division and sometimes even smaller. Each of these institutions is an independent
society registered under the Co-operative Societies Act with limited liability. 1In
Bihar and the Central Provinces these institutions are formally federated under
an apex bank, known as the Provincial Bank, which provides a certain amount
of the capital of its constituent banks, balances their excesses and deficiencies
and maintains a general control, In Madras and Bombay the large banks at
headquarters, while confining their business mainly to lending to primary
societies throughout the whole or part of the province, have of late tended to
assume certain of the fanctions of apex banks by lending to and receiving
surplus funds from some of the local central financing institutions. Their posi-
tion however as regards the latter has not been defined, they exercise no control
and do not occupy a recognised position as the apex of the provineial co-opera-
tive finance. In the remaining Provinces no apex organisation of any kind
at present exists and the financial edifice consists of a number of independent
local financing institutions without any co-ordination.

Central and Provincial Barks.

The local financing institutions throughout India, of which there are
nearly 200, are in the varvious provinces designated by various names, but to
avoid any inconvenience of nomenclature we have in this report applied
the single term “ Central Bank ” to all local financing institutions concerned
golely in the direct financing of primary societies, within an area sufficiently
limited to allow them to exercise also the duties of supervision and control
over these societies. Under this head will come all the central financing
institutions except the five mentioned below. The term Provincial Bank will
be applied to the apex institutions in each Province which are formally con-
stituted to co-ordinate and control the finances of Central Banks and deal only
with such banks and not with primary societies. To this class belong the
Provincial Banks of Bihar and the Central Provinces. This leaves in doubt

~ the position of the Central Banks of Mandalay, Madras, and Bombay. In

Burma where the system, as explained above, is special, the Bank of Mandalay
can appropriately be recognised as a Provincial Bank. The Banks of Madras

)
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and Bombay do business over too Jarge an area to enable them to discharge the
functions assigned to Central Banks, while they have a0t yet been placed in a
position to enable them to take up the position of apex banks. It will be
more convenient to deal with all classes of financing institutions together,
merely predicating that the yemarks in paragraph 14 immediately below are not
intended to apply to the five above-named banks.

The composition and method of investment of the capital of all these
institutions was on the 1st January 1915 as follows, the figures being given in
lakhs of rupees. 18943 was held on deposit from individuals, of which 801 was
on current account and 4-66 for short terms of less than three months. 10370
was for periods between three months and ane year, and the balance of 73:06
was for periods exceeding one year or on one year’s notice. Debentures were
6:37, and loans from Government 3:73. Loans and deposits from other co-
operative societies were 46:54; of which 2-28 were on savings bank account.

Loans from presidency and joint stock banks amouated to 20-99. Share capital

and reserve fund totalled 47-07. Against these liabilities 11-04 was held in actual
‘cash and 1016 in outside securities of which however a small portion had been
~ pledged to the banks. The remainder of the assets was invested in loans fo
. primary societies and other central institutions and of this one-third to one-

| - fourth might normally be expected to be repaid each year. A small amount of-

~ this is however still owed by indviduals who had the right of boerrowing from
‘some of these institutions. There are further available undrawn amounts of

- cash credits given by Presidency and Joint Stock banks amounting to 20°27.
. On the other hand the 20-32 already advanced by these banks has been given on
terms which practically all admit of repayment being demanded within. the
year.

Of their profits these banks are by law compelled to put one-quarter to their
reserve fund, and the amount of dividend which they may pay‘to their share-
holders is limited. Some banks keep current accounts.both for their shareholders

- and for outsiders and a few still lend money to individual shareholders as woll

"8 to societies. It may be generally said, however, that the banks confine their

_ business to receiving deposits from the public, generally for fixed periods, and
to lending the money so obtained to primary societies and in a smaller degres to
Central Banks. ' ‘ ’

14. As regard Central Banks proper doing business generally in 'an‘area not

Central Banks—their powers and consii- exceeding that of a district, we think that'
tutsion. often they have been allowed too little dis-

. cretion in the matter of making‘ loans to societies and that full wse has ,

often mot been made of this important link in the co-operative chain for
the purposes of supervision and audit of svcieties. For the latter work the most
. suitable machinery is undoixbtedly the Union system, but we fully realise the

strength of the objection raised in many vrovinces that it may be .some time

before a sufficient spirit o‘f., autonomy is developed among the members of

' gocieties to enable that system to be introduced. . In the ahsence of sach a systém

the entire supervision of the primary societies within its area must be ungep.

.taken by the Cential Bank, subject o the advice, general supervision ang -

Ljf.f¢0ntrol of the Registrar. This duty a Cenfral Bank is in every way fittad to.

“ulfil, provided its directorate has been’ suitably selected. It is also necegsary
;tlpt‘the Central ?ank shou‘l@ be 'in position kto' enforce . its authority agains{
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. errant societies by the refusal or curtailment of loans. We have found that

in many cases it has been the custom for an application by a society for
a loan to be adjudicated on by the Registrar or one of his staff, and for the

~work of the Central Bauk to he limited to paying over the amount of the loan

anctioned, if it had in hand the money to do this. This procedure seems to -
be entirely wrong. The money is the property of the Central Bank which
is responsible forit to its depositors and shareholders, and as it has the respon-
sibility in the matter, so it should have the discretion. We have already
expre;sed the view that the Registrar should impose a limit beyond which a
society should not borrow, but we think that within this limit tbe Central Bank
should have full power to deal with all applications by societies for loans, and
that with this should be eoupled the duty of supervising the societies to which
it makes these loans. It is however necessary that the constitutionr and direc-
torate of the bank should be such as to enable it to discharge these functions to
the best interests of co-operation. 1f a bank is frankly a profit-seeking capitalistic
concern, its interests are in few respects coincident with the -interests of
societies which it is likely to regard mainly as a means of profit and in the real
welfare of which it bas little concern. A bank of this nature is further less
susceptible to control. To banks where the management is provided entirely
from the members of the constituent societies the main objection is that
they are | likely to fail to enlist the assistance of the commercial middle
classes, who alone are at all capable of conducting a bank of any
dimensions and on whose assistance and co-operation the financial support of
other members of their class depends. If this difficulty could be got over, there
can be no question that banks of this class are the most advantageous and
cconomical, since there is no necessity for them to do more than pay working
expe. °s. Moreover it is in the interests of co-operation that this link in the
co-gyi;;#m% chain should be composed of societies themselves and not of out-

. siders. Consequently it is to be hoped that at some future date the agriculturist

will have developed the indigenous ability to provide for Central Banks an
efficient management which will command the confidence of the depositing
classes, and in some places there are already signs that, given the opportunity,
men with the necessary qualifications will be forthcoming. This ideal must
however require many years for realisation and we think that at present the
best constitution is undoubtedly to be found in banks where the directorate
is drawn partly from men of the commerecial and pl‘OfeSSi'Onal middle clas§es and
partly from the leading members of societies, each dxre(?tor representing V.5
own class of shareholders and providing the elements in Whlf}h the other class is
lacking. Care should however be taken tfo see tl.la.t the ultimate contx:ol. ?f the
bank rests with the society shaveholders, since this prevents any possﬂ)}hty of
exploitation of societies. It should also be made cl'ea.r that ‘?he }deal aimed at
is the eventual transition of the bank to a co=operative constitufion xyhen the

only shareholders will be societies. .
15. Whatever be their constitution the same principles must apply to all

' higher financing institutions as regards -
Need for adequate Fluid Resource-  ound finance. It has already been stated

_ that these banksraise the major portion of their capital by inviting deposits from

the publi¢, A portion of these deposits are on current account or for short periods
not exceeding three months ; a portion is on fixed deposit for terms exceeding one
year, but more than half, in fact 547 per cent, is for periods ranging from three
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- months 40 one year. The money so obtained is lent out to societies, and it may -

be said that, taking an average all round, it may be expected that each individual
loan will be repaid, under normal agricultural conditions, in instalments spread
over three to four years. If pressure were put on societies an increased amount
could be fortheoming, but only at the cost of dislocating the arrangements of these
societies and probably requiring their members to have recourse to the money-
lender. Again a year of agricultural scarcity may render societies unable to make
any repayments in that year and will probably make it necessary to accommodate

. them with loans in excess of their normal annual requirements, if their members

are not to be required to go to-the money-lender. It is thus obvious that, if the
banks are to be in a position to repay deposits when due and demanded, they
must equilibrate their finances with some care and provide an adequate amount
of liquid resources. So far the actual necessity for doing this has not arisen in
any marked degrce owing to the very great increase in the last few years of the
deposits made in these banks. 'The amounts deposited have been each year

largely in excess of those of previous years, and any deposits withdrawn bave

been met out of new deposits. Moreover a custom has lately grown up of obtain-
ing advances from commercial banks either in the shape of loans of definite
amount dr of cash credits. Some of the more prudent banks have utilised the
cash credits sb obtained only to a limited extent, leaving the balance available
to be drawn upon to meet calls by depositors. Others have drawn and employ-
ed in loans to societies practically the whole of their credit. In some cases the

‘apex co-operative bank of the Province has undertaken to support its central

banks, but this support has generally been dependent on a cash credit it has
itself obtained from a commercial bank. It may be said however that in
practically all cases, with the exception of undrawn cash credits on commercial
or apex banks, no central bank has retained or provided any liquid assets, beyond

" a small and quite inadequate supply of cash, to meet demands by its depos1tors

or to provide for seasons of agricultural distress.

This has been due in some cases to a desire for dividends: in others to a
readiness to take a present risk so as to secure eventual safety by a reserve fund
built up out of larger profits: in others a too rapid growth of societies has
imposed work on the Central Bank in excess of its financial capacities : in others
it has been duc to the fact that money is lent to societies at rates so near to those
paid on deposits as to allow no margin for the provision of fluid resources : in
others it has been frankly stated that in the event of difficulty over fluid
resource they look to Government for assistance and their only duty is to see
that their investments are sound and that there is no possibility of eventual loss.
Whatever be the reason, there can be no question that the matter of adequate

" fluid resources has been generally neglected.

Those banks which have secured themselves by undrawn cash credits are dis-

tinctly in the minority, and at the same time the probability of the permanence
of the arrangement must be open to serious doubt. The Joint Stock banks are
 not likely to increase materially the extent of the business which they are

. doing with co-operauve banks, and it cannot be to their interest to keep always

may be called upon to disburse very hkely at a t1me When they themselves are
most in need of them. .

avaﬂable for the use of co-operative banks large sums of money which they‘
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Lllustrations.

are not unrepresentatwe of many institutions of this class. The figures in each

~ case bave been reduced so as to show each bank working on a one lakh basis.

It will be " seen . that in both cases the banks do current account
busmess and that the amownt of cash in hand is practically equivalent to what
they owe on current account In both cases the bulk of their deposits is

16. As an illustration of our remarks on the subject of -éentral bémkg we E
append the balance sheets, drawn up on -
1st January 1915, of two banks which -

LIABILITIES. . ’

Dep051ts-— : ? Rs. Rs. | Cashin hand or bankAssms. I;séo& ’
gl On current accouht - 2,590 Loans to societies of -which .l.e;payment 1s S
'E_ggi Due for repayment iu 1915 69,050 expected in 1915 ... 15,000

=" % Due later ... e 15,340 After 1915 . e e 82,000
From other societies ... - oo 4,650 91,630 | Other items . 100
Share capital paid up .. w5300
- Regerved fund oes 870
¢ Dividend equalisation fund 1,200 ,
Uodistributed profits ... . . 1,000 8,370 ———
| -— ‘ ‘ Total . - 100,006 ‘
' o Total .. 1,00,000 . ‘ ‘
Deposits— . ‘ Cash in hand or bank . we 4,160 .
8f 2 On current account w4670 Loans to socleties of which repayment is
£5E : {Due in1915 .. - e 25,440 expected in 1915 v e 24,000
F S (Dge later . . 7,260 After 1915 e e o 68,150
" From other societies .o e 23,000 Other items o - w3600
Loans from Joiut Stock banks ... 19,760 80,130 ‘ ‘
" Bhare eapital paid up , e 18,000
‘Reserve fund e e 2,500
" Dividend unpaid e siv 850 o
2 ' Other items D aes - . 720 19 87c) o
Total W 100000 ¢ . Motal . ... 100,000

on a one year s basis, while the terms of their loans to societies are considerably -

longer. In the .one case the contingent liabilities of the current year are
far in excess of the repayments they expect to receive. In the other they.are

nearly equivalent, but in neither case does any permanent prov1s1on exist to

* meet withdrawals of deposits, unsupported by repayments from societies, which
“might very well fail to come in at the time when wanted or might have to be

postponed altogether. The second bank has a cash credit Wlth a joint stock
bank to the amount of Rs. 25,000, but it has already drawn and lent out

‘Rs. 19 760 of th1s, and will probably have to utilise or keep in reserve Rs.1,160

more to pay dividends and hold against its current account. If the Joint Stock .

Bank is prepared in a time of stress to continue its support and does not on the
_other hand press for repayment of its loan of Rs. 19,760, the central bank will -
“have some Rs. 4, 000 available to meet fluctuations in its deposits in the current ,
:}year It will be noticed however that this bank holds a very large amount in
"deposit from other societies, of which a certain proportion is probably deposits .
“_fpassed on-by other central banks which have no immediate use for them, and
‘the - bank’ should ‘be prepared also for considerable calls on this account. The
first bank is obwously purely capitalistie. It works on a very small sliare'

capital and-considers the provision of dividend more important than the build~ -
mg up of a strong Teserve.
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On tue other hand we append below the balance sheet of a third bank
which seems o us to approach more nearly to a sthndard of safety.

LiseiviTrEs. AssETs,
Rs. Rs. Rs.
Deposits—
& (On current account e 3,600 i Cash and Government paper w 11,600
8.2 | f '
*~ £ { Duefor repayment in 1915 e 21,000 Loans to societies of which repay- 24,000
éE | { ment is expected in 1915.
&7 UAfter 1015 .. . 60,000 |
| Later ... 64,000
From socicties e 3,800 |
N Other items 400
From Joint Stock banks GO0 89,000
Share capital paid up v 8,000
. Reserve fund . . 2000
Suspense (mainly for reserve fund; . 1,000 11,000
Total . 1,600,030 Total ... 1,00,000

In this case the deposits are well distributed, and as a matter of fact nearly
a half of the amount of Rs. 64,000 due after 1915 does not fall due until 1918,
while the business of the bank is so arranged as to makc the repayments
by societies coincide with the terms of the deposits. The money taken from
societics is small in amount, and is moreover the praperty of debtor societies
and is not required by them to meect depositors. There is consequently, after
providing for current account and repaying the Joint Stock Bank, a balance of
Rs. 7,400 to meet any withdrawals of deposits this ycar even if societies are
unable to make any repayments,

The two first illustrations which we have given above will probably convey
more clearly than any lengthy description the position of a large number
of these banks. Put shortly, the conclusions a$ which we arrive as regards these
banks generally are that their management is honest and, within its lights,
efficient and that no fault is to be found with the keeping of azcounts or the
disposal of moncy. With the exception that some of them keep current accounts
for outside constituents, their business is practically limited to lending to
primary societics and, so long as thes» re niin solvent and their members are
able and willing to pay, their creditors need have no anxiety that they will
not eventually get their money. At the same time there is certainly no
assurance that, if even a not very considerable number of depositors wanted
their mouney simultaneously, it would be forthcoming on the due date. At
present a large proportion of the depositors have been the shareholders and
dircctors and their relatives who, even when wanting their money, may often
be persuaded to extend their deposits rather than embarrass the bank, but with
the extension of the co.operative movement the proportion of this exceptional
class"of money must necessarily become less, and in any case it dozs not seem
right that institutions of this nature should invite the deposit of public money
unless they are in a position to fulfil scrupulously and punctually their
obligations to their creditors,

17. Obviously the first remedy for this state of affairs is the co-ordination
of provincial co-operative finance in
each province in a strong apex bank, or
‘al Bank, and to insist that Central Banks shall have all their financig]

Xeed for Provincial Banks.
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dealings with other societics except their own affiliated primary societies,
“through that apex bank. “This will put an end to the system, which is a very
.real source of danger, of Central Banks investing their temporary surplus assets
with each other. The money may be lent out on terms which do not
make it available when wanted and the interlocking of their finances may very
. well result in the fall of one bringing down unnecessarily a number of others in
“its train. The Provincial Bank might also be the sole medium in the province
for dealing with Presidency and Joint Stock Banks. Co-ordination and control
in finance is essential and this can only be done within a province by an apex bank
possesemg the pecessary aut‘hmltv A Provineial Bank can also arrange more
- economically for the provision of fluid resource, a subject of which we shall treat
below. In Biharand the Central Provinces Provineial Banks have recently been
constituted. In Burma the provinecial co-operative finance can very well
remain with the Mandalay Central Bank. If the Madras and Bombay Central
Banks are to be placed in the position of Provincial Banks, their con-
stitution will require some modification and they will require to be in a position
to enable them to carry out the duties of apex banks. In the other larger
provinces . Provmc;al Banks should be formed.  'When Provincial Banhks have
been  duly constituted, the Central Banks in the provinece should. be affiliated
" o them for the purposes of control and many of the smaller and weaker banks
~anight- wnh advantage Le dl_ssolv ed px amalgamated w1th other banks.

18. There remaing’ howevex the main dlﬂicultv in the *I.mtter of these

: banks, that they take money for comparatively short perxods a,nd invest pract;-
= cally the Whole of theu capital in loans for comparauvely long- ‘terms under
D@ﬁmum in maintaining standard of conditions which render it probable that |

. - Suid cesource.  inany one year they may receive prac-

.. tically. 1O Te- payment': and which may preclude them from calling up or realising
. ‘these loans if they themselves are pressed. If their only assets are the pro-notes
of socletles, they are not hl\ely to be able to raise much on these in the ordlnary
market to' 1epay theu‘ depositors. It seems necessary that these banks should
equxhbrate their business : that they should lend out: to societies for such periods
a8 to enable them: to count each year on. repayments from societies somewhat -
exceedmo‘ the amount’ of deposits whlch fall due that year: and that they

| ‘should in ‘addition maintaina fluid resouree.iv the shape of cash or easlly realisable

»- secumtxes As regn rds the amount of this fluid resource we hava had considerable |

- difficulty 1 n ma,kmg recommendatxonq Co-operative ba,nkmg is newin Indiaand .
~~is in many ‘ways entirely different to joint stock banking, and there are conse-
» quent]v few reliable data to go wupon, but we think that each Central Bank
" inight be reqmred to hold an amount in hqmd assets equwalent to the ha]f
‘;'f.;‘- of the total of all fixed deposzte, which it might under the terms of such _
deposxts be called 0n to-repay. within the next twelve months. In cases where
ﬁrrent ‘or savin gs bank accounts are kept practlcally the whole ot‘ the amount.
‘f such accounts would in addition have' to be covéred. In the case of the
B Prov mal Bank the sameé condltmns would apply, but it might be . reqmmd
'tv hold: hq\md assets to cover it for a period of one-thu‘d of the: next. twelve -
;;&-,_ months,: sifice.” 1ts money is invested over a much laroer area. than that of :
o Centtal 'Bar,ks* and repayments are much lcss likely to be- aﬂ"ected as a.whole.
.A.lso, if ﬂlé”” iq‘uxd resource of all the Centml Ba,nks 1s, a.s v.ould ordmauly

~

s




xXvi

province would require assistance simultaneously. We have taken the period
of six months as being the probable duration of a co-operative crisis. At the same
time we recognise that the adoption of the conditions we have proposed may be
difficult. Deposits for periods as long as are required for agricultural loans may
not be obtainable even on much dearer terms. We have proposed the impo-
sition on Central Banks of the maintenancc of a stalf for assessment of credit
supervision and audit, and the cost of this will have to come out of the bank’s profit
or be met eventually by an increase of the rates at which members of societies
borrow. The further cost of the maintenance of a fluid resource will have to be
similarly met. In provinces where the rates at which deposits are obtained and
at which members of societies borrow allow of a large margin, no immediate
difficulty need be anticipated, but there are some provinces where the margins are
small already and there is also everywhere a tendency for margins to contract.
Where the margin cannot be increased the only alternative is to continue in the
present state of financial instability or to provide an agency which would discount
the pro-notes of societies for co-operative banks in times of need, and obviate
the necessity of their keeping liquid resources. It is more than doubtful whether
this agency could be found in the Provincial Banks, as these institutions are
unlikely to be able without a guarantee from Government to raise money at rates
substantially lower than those at which Central Banks borrow. The problem has
already been experienced in all European countries and has heen solved, in nearly
every case where co-operation has been successfully ostablished, by the State’s
arranging for the discount of co-operative paper with the ordinary state bank
or with a specially constituted co-operative state bank.

19. There are a few further points on which we may touch here. We have
recommended that the staff of Regis-
trars should be increased, and it seems
advisable that the cognate subjects of agriculture and industr y should be co-ordi-
nated under one head in each provinece, and we have therefore also recommended
the appointment for this purpose, as opportunity offers, of a Development Com-
‘missioner who would have the necessary time and practical knowledge to devote
himself entirely to the supervision of these branches of administration and whose
recommendations and advice would carry due weight with his Government.

Further sugyestions.

Although the subject of co-operation is, like other branches of administra-
tion, one primarily for each local Government fo deal with inside its own area,
it is a question whether the Imperial and inter-provincial interests involved have
not now grown so important as to justify its being treated on the same lines as
education and agriculture by the appointment of a co-operative Adviser with
the Government of India. The advice and counsel of such an officer would
be very valuable to Provincial Governments, Development Commissioners or
similar officers, and to Registrars themselves. ‘

Lastly we think it right to inform Government that we found during
our tour that considerable misapprehension existed as to its responsibility for
the stability of cosoperative institutions. We have found in some plages a belief
beld that the movement was guaranteed by Government a belief which, if not
. a»cfually fostered by the local supporters of the movement, was not actively con-
. -tradicted by them. Inother cases Joint Stock Banks, and even Central Banks,
" . lending to societies on the recommendation of the Registrar, bave considered

1‘,v . I3
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that Government was thereby placed in a fiduciary position asregards such loan?s.
Ve have on the other hand found cases where banks in advertising for depcm.ts
have expressly stated that, though they had the benefit of Government audit,
they enjoyed no Government guarantee. We think th:imt Governmfent shm}ld
impress on all its officers the necessity of allowing no mls-apprehenslon to exist
as regards its relations with the co-operatve movement and ifs degree of respons

gibility for co-operative institutions.



REPORT.

CHAPTER 1.

THE CO-OPERATIVE MOVEMENT IN INDIA,

INTRODUCTORY.

1. At the time of the appointment of this Committee the co-pperative
movement had been in existence in India for a Liftle over ten years.

As the aims of the movement have not been always clearly apprehended,
' we consider it desirable to explain at the
outset that the chief object of ‘co-opera-
tion in India was to deal with the stagnation ‘of the poorer classes, and more
especially of the agriculturists who constitute the bulk of the population. Tt was
found in many parts of India, asin most Buropean countries, that in soite of
the rapid growth of commerce and improvements in communications, the econo-
mic condition of the peasants had not been progressing as it should have done, that
indehtedness instead of decreasing had tended to increase, that usury was still
', rampant, ‘that agrlcultural methods had not improved, and that the old unsatis-
factory features of a backward rural economy seemed destined per: sustently to
remain, “The more obvious features of the situation presented themselves in the
form of usury ‘and land- -grabbing on the pa,rt of the money-lendmo classes, while
the agricultural classes either hoarded their savings or owing to thriftlessness and
mdebtedness showed themselves wunable to withstand ba.d seasons and to meet -
~organised trade on equal terms. The depression of the rural ¢lasses was further
characterised by an underlying absence of any desire for educa,tlon or advance-
~ment and a certain resigned acceptance of 0pp1essxon ‘from those who by
wealth or social Jposition occupied a superior position, an attitude which though
often spoken of as ‘conservative,” has frequently little of intentional conser~
vatism about if, but is due ‘tather to 1gnor&nce to a traditional subservience
in the past, and to an absence of ideals for the future. The peculiar feature of -
co-operation as a remedy for stagnation is that it is intended to meet not only
“the more obvious matemal evils but also the underlying moral deterloratlon .
10 thh the poor er classes have so long been exposed ‘

" Stagnation of the lower classes in India.

§
+

2 The stagnatlon of the agucultural classes in. the oreat.er pa,xt of the‘
E G'o-oyemtwn as @ remedy-—-t/ze maral count;ly h&¢f01 many years attmcted the
S SN e,em,,t . attention of Goyernment. a.nd ~Various re-
. © . medies have been tried for improving
‘, ".thelr mat@nal cond:ttmn A system of State loans was. mtroduced Post Office

. 10
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Saving Banks were opened, the civil law relating to debt was frequently and
extensively amended, special legislation was initiated at various times in
different areas for dealing with tenant right, the alienation of land, the general
settlement of debt, and the curbing of usury. But although much has been
done by some at any rate of these measures to help the peasant community, the
gencral effect of the action taken can only be described as partial and incom-
plete. The further efforts which have been made by sanitation and education
to improve the environment and the intellectual eondition of the poorer classes
have not been morc successful. Without therefore abandoning the class of
remedial measures previously attempted, the Government turned to Co-operation
as the most hopeful method of dealing with the problem before it. The theory of
Co-operation is very briefly that an isolated and powerless individual can by asso-
ciation with others and by moral development and mutual support obtain in his
own degree the material advantages available to wealthy or powerful persons,
and thereby develop himself to the fullest extent of his natural abilities. By
the union of forces material advancement is secured, and by united action
self-reliance is fostered, and it is from the interaction of these influences that it
is hoped tv attain the effective realization of the higher and morc prosperous
standard of life which has been characterised as * better business, better farming
and better living.” We have found that there is a tendency not only among
the outside public but also among supporters of the movement to belittle its
moral aspect and to regard this as superfluous idealism. Co-operation in actual
practice must often fall far short of the standards aimed at, and details inconsis-
tent with co-operative ideals have often to be accepted in the hope that they
may lead to better things. We have in our report been compelled to deal
mainly with the co-operative organisation from a business standpoint. But
we wish clearly to express our opinion that it is to true co-operation alone, that
is to a co-operation which recognises the moral aspect of the question, that

Government must look for the amelioration of the masses, and not to a pseudo

co-operative edifice, however imposing, which is bvilt in ignorance of co-
operative principles. To this point we shall return when we deal with the
constitution of co-operative socicties, but in the meantime we desire to
point out that the combination of the material with the more or less intangi-
ble moral element constitutes an important difference between co-operation
and the other remedies adopted by Government for dealing with agricultural

stagnation.

3. It was to European experience that the Government in India looked
for guidance when it turned its attention
to co-operative methods. The Madras
Government was the first to grasp the possibilities of a co-operative movement
in India, and in 1892 the Government of Lord Wenlock, placed Mr. {(now
Sir Frederick) Nicholson on special duty to study the theory and practice of
agricultural and other Land Banks in Europe and to suggest means by which a
similar movement might be popularised in India. The Madras Presidency afford-
ed a hopeful field for experiment because a number of indigenous societies known
as Nidhis, analogous to the Friendly and Building Societies of Great Britain,
were already in existence there and had attained some measure of success. In
1897 and 1899 Mzr. Nicholson issued an exhaustive report on the systems preva-
lent in Europe which, though now to some extent out of date, still constitutes an
" invaluable source of information regarding Furopean practices, From this

Report of Sir Frederick Nicholson.

¢
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report and from other standard works on co-operation* a fairly complete idea
can be gained of the co-operative movement as developed in Europe and more
especially of the lines on which co-operative credit was organised by the German
reformer Raiffeisen. It was in 1849 that Raiffeisen, originated the form
of rural co-operation now known by his name, but for many years he had
little or no progress to record. Ultimately however his earnestness and
enthusiasm prevailed against the apathy and misrepresentation with which
be was confronted, and the number of Raiffeisen societies in Germany alone
had risen by 1912 to over 16,000. It was the aim of this reformer to collect
together small bodies of men who lived in close proximity to each other
and were fully ecognizant of cach other’s circumstances and character, and to.
enablc these persons by their combination to obtain eredit by pledging their
unlimited liability. The application of the credit was to be strictly supervised
by an clected committee in each society and the administration of the society
was to be entively gratuitous. Other systems differing in detail and to some
extent in principle from that of Raiffeisen had been developed in Europe
by Schulze-Delitzsch, Luzzatti, Wollenborg and others but it was not in Sir
Frederick Nicholson’s cpinion a system, so much as a man, that reouired to
be discovered, and his advice was summed up in the words—¢ Find Raiffeisen.’

4. While Sir Frederick’s enquiries were in progress, Mr. Dupernex of the

' _ o Indian Civil Service had been placed by
Co-operative Cf;-e(lhgéofomeétes det of Sir A. P. (now Lord) MacDonnell on
special duty in the United Provinces for

the purpose of discovering by local enquiries how best to establish agricultural
banks in selected localitics. His conclusions were set forth in an interesting
and suggestive book entitled “People’s Banks for Northern India™ (1900).
The ideas first brought to public notice in this work and in Sir Frederick
Nicholson’s report soon began to bear fruit, and in parts of the Punjab, the-
United Provinces, and Bengal, some district officers on their own initiative
established a few pioneer societies. But it was at once apparent that no real
advance could take place without special legislation. The Companies’ Act of
1882, with its 256 sections and elaborate provisions, was wholly unsuited to
societies of the kind which it was desired to encourage, and ILord Curzon’s
Government was not long in satisfying itself that special legislation was.
needed. A strong Committee was appointed under Sir Edward Law to-
make proposals after considering the opinions of the Local Governments
and the experiences of officers who had already started societies. The con-
clusion at which they arrived was that co-operative societies were worthy of
every encouragement and of a prolonged trial. They drew up model schemes.
‘of management for both rural and urban societies and discussed the form of
legislation needed} to secure to societies the privileges which they recommended
for them and to provide for their due working and supervision. ‘Their:

* We have during our enquiries regeived special benefit from the perusal of the Bulletins of the Agricultural

- Institute at Rowe, Mr. Cahill's Report on Agricultural Credit and Agrieultural Co-operation in Germany (1913)-

the Report of the Departmental Committee on Agricultural Credit in Ireland (1914), the Report of the American
Commission conjointly with the United States Comwission on Agricultural Co-operstion and Rural Credit in Europe
(1914}, and Mr. Woltf’s « People’s Bauks,” and “Co-operative Banking.” A list of the chief books and reports on:
co-operation published in India will be found among our appendices below. ‘
Co-operation in India owes a great debt to Mr. Wolff for the advice which he has always freely placed at the
disposal of the Government and its officers, and we desire to acknowledge the special assistance which we have obtained:
from him in respcnse to enquiries made by us in comnection with our Report. )
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recommendations proved the basis of the Bill which was passed into law
in 1904 as the Co-operative Credit Societies Act. Along with the Act the
Government of India issued an explanatory memorandum drawn up by
Sir Denzil Ibbetson which for its clear grip of first principles and directness
of statement still well repays perusal. It was explained that the cardinal
object of the .\et was, by the simplicity and elasticity of its provisions, to permit
a genuine Indian movement to spring up hased on those general broad prineiples
. which must necessarily underlie any organization claiming to be called co-oper-
ative. Experiments were to be frecly allowed and more particularly for the
furtherance of agricultural rather than industrial eredit.  Societics weve classified
as rural and wban, and while the latter were left a free choice, the former
were bound to accept unlimited liability. In ordinary cases the arca of societies
was to be closely rvestricted.  They were given a legal personality and authorised
to raise funds and carry on their husiness in a corporate capacity. Loans might
be made to members only on personal or real security, hut not ordinarily on
chattel sceurity.  An annual official audit was made compulsory. The interest
of any member in the share capital of the society was strictly limited and special
exemptions from the provisions of the Stamp Act, the Registration Act, and
the Income Tax Act were conceded. The subject of CTentral Banks and the
higher stories of the co-operative structure were not however dealt with at this
stage, and no indication was given as to the means of providing resources for
enabling societies to meet their liabilities to de :positors.

5. The Liocal Governments at once set to work to give practlcal force to

the intentions of the Act. The first step
was to appoint Registrars in the various
provinces to spread the co-operative propaganda, to start a few model societies
and to train the rural population in the proper methods of management. Local
conditions varied so widely that progress was by po means uniform and in
different regions very different types of socicties began. to make their appear-
ance. But inno province did the new doctrine fail to strike root, and, as will
be noticed from the figures quoted in the margin, the progress made in the first
few vears of the movement

The Co-operative Svcieties Act of 1912,

Nooof Nooof o was remarkable. It will
Year, cocictivs. [ mentbers. | Amount of working capital.* .
1 ‘ ; be evident from these fig-
i | Rs. ures that the movement
+1906-07 843 20,84 23,71,083 .
1007-08 1,37 Wle #5.16,083 did not take long to out-
1008-09 1,963 m,gg‘;“ ; 2 .
}3‘1’%‘{ 1 v g | L grow the drcams of its foun-
1911-12 | 8,177 413,318 H 3 3),74,10"

I ders and in two directions

?333‘?31&?"5 E,’r“\“ e, viee I the feures the need for improved le-

gislation was especially felt.
In the first place the example of the eredit societies established under the Act
of 1904 had led to the introduction of co-operative socicties for distribution and
for purposes other than credit, for which no legislative protection could be secured
under the then existing law. And in the second placg the need for a freer supply
of capital and for an improved system of supervision had led to the formation of
various central agencies (afterwards known as Unions, Central Banks, and Cen-
tral Banking Unions) to finance and control the original credit societies, and
these central agencies, like the non-credit societies above mentioned, ran all the
risks attendant -on a status unprotected by legislation. These and other
developments had so far outrun the anticipations of the framers of Act X of

D
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11904 that Registrars found . difficulty in deahng under its provisions with
the state of affairs which began to present itself. The Government of India .
re-examined the whole question and decided that the position could be best met
by entively fresh legislation. In 1912 they passed into law the Co-operative

- Societies Act (IT of 1912) which regularised many practices which had previ-
- ously been of doubtful validity and made provision for further expansion under

proper safeguards. In publishing the Act, the Government of India also issued
a circular letter explaining clearly the mew features which characterised it.

: Co-oper'ative Associations for other purposes besides credit were allowed. The

old distinction between rural and urban societies was swept away, and a more
scientific distinction based on the nature of the liability of members, whether
limited or unlimited, was adopted in its place. The registration of Unions.
‘Central Banking Unions and Central Banks was for the first time expressly
legahsed. A number of minor improvements with regard to registration, audit,

and similar administrative details were at the same time mtroduced, but the.

Act remained silent on the subject of the provision ¢f liquid resources to meet
]iahilities ‘

6. The 1mmed1ato effect of the Act was to infuse a fresh energy into the
Rewlut‘zon of 1914 dnd appozn/mg,,,t of movement. The number of societies in
Commitire ' British India had by 1914 increased to
11: 881, the number of members to 6,95,998 and the working capital (calculated
"as mentioned in the margin of paragraph 5 above) to Rs. 7,45,31,725. New types
of societies for the sale of produce, cattle insurance, milk supply, | yarn; silk and
manure purchase, and the retail of farm implements and common necessaues,
had been registered and in most cases seemed to be prospering. The number of‘
Central Institutions was growing rapidly and the confidence of the public was
being won in greater measure every year, In 1914 the Government held that
‘the time had come to take stock of the position and on the 17th of June of that
year issued a comprehenswe Resolution reviewing the progress that had been
made and Iar.vmg down in O'enexal terms the pr actical lessons that might be drawn
‘from expeuence up o ‘date. ' But the sums involved in the movement were
becoming very lary ge, t he anangements f01 financial management i in the stages
above that of the 1nd1vidua1 soclety were . becommg comphcated and the
p11nclp1es for the conduct of msPectmn and andit ‘remained’ mdeﬁmte ‘and.
uncertain. It was felt by Govemment that it-could not take the }eéponmblhty
of, fostexmv and supporting further growth unless it was satisfied that the
movement Was proceeding on lines economlcally and ﬁ,nancxally sound, - It Was
1o enqime into and’ report.on this aspect of the’ questlon that this Committee
was appomted by a- Resolution of 8th Octobe:r 1914 and the 1efe1ence made to 1tj
Was exPlessed in the follomnd' chds R Ce SN ‘

G 'l‘he pumany duty of the Commlttee lel be to examine Whether the mov emeut ‘
espeeaa.lly in its higher stages and. in its financial aspect, is- progressing on. sound hnes, a.nd:
*bo Stigg'est any measures of 1mprovement ‘which seem to b2 reqmred For th1s purpose the‘
enqui‘ry will be’ directed primarily to an examination of such matters as the constitution  sud;

Workiﬁg- £ ’Central and Provincial Banks, the ﬁnanclal connection between - the vanous partvst‘

Cof " the; co@j&atwe orga,msa.tlon, the audit, inspection and ‘management of all’ cla.sses of’
sooletles, thel \ﬁhili&tton of “the reserve a.nd the manner - in- which ‘reserve funds éhould be
exh1b1ted ni thé am:ual a}eeonnts. - At the same tlme ‘the. Govemment of : Indxa. do ot aesxre \
‘rigidly to linit " the scope of the enquiry and the Committee may, af its dxscretxon, cousu}er and
.make recommend&mohs regafdmg any xmportanﬁ aspect of the eo-operath movemnnt .
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7. Our Committee met on the Gth November 1914 and travelled for four
months visiting various centres in the larger
provinces of India, and cxamining during
this period 93 witnesses and inspecting some 135 societies of various kinds, besides
interviewing the Managers and Agents of several Joint Stock Banks. We have
in our report been tmable to confine our enguiries to the subjects primarily
referred to us, since we have been forced to recognise that the financial welfare
of the higher stages in the co-operative system is largely based on the soundness
of the foundation, and we bave therefore freely used the diseretion given to us to
extend the scope of our investigations. We must at the same time make if clear
that our report is not intended to be in any sense a cyclopaedia of information
on co-operation in this country. We have mnot had the leisure or the means
to attempt anything of the kind, and we have indeed done what we could
to reduce to the smallest proportions consistent with our duty the references made
to officials and others for statistical and other information. The figures we
bave quoted in this Report are for the most part those already available to the
publicin the returns issued by the Government, and little or no purpose would
have beon secured by adding largely to these or by bringing them up to any parti-
cular date.* Our statements and our recommendations must further be taken
as referring to British territory only, and, except for a short hut interesting and
instruetive visit paid by some of us to the Mysore State on the invitation
of the Durbar, we did not include the Native States in our tour of enquiry.
Nor have we thought it necessary to deal with legal questions or points of
difficulty in the interpretation of the law or possible amendments of the Act
except so far as ‘these have cmerged in connection with points substantially
before us. Our object in the preparation of this report has been firstly to
submit, with such explanations as may be necessary, the recommendations
asked for in the Government reference; secondly to supply facts and opinions
regarding outstanding points which may be of use to the officials and others who
supervise or partake in the co-operative movement in India; and thirdly to
place before the oufside public information of the class likely to be useful to
those who wish to ascertain the general position of co-operative socicties as
financial institutions. We recognise that it is not always feasible to combine
the two latter of these objects with the first-named, but in order to mect as far
as possible the aims which we have set before us we have dealt separately in
suceessive chapters of our report with Primary Societies, Central Institutions
and Provincial Banks, and we have concluded with a chapter in which we
discuss certain important questions regarding the relations of Government to the
movement. ’

The scone of this Report.

In order further to simplify the examination of our report, we have
W/ly mainly confined to agriculiural in chapters Il to IV dealt with agri-
eredit. cultural credit only, and our remarks in

those chapters will not affect, except in a secondary manner, the questions
relating to forms of co-operation other than agricultural credit. Inthus con-
fining the main portion of our report to the consideration of agricultwral credit,

# The date on which the Annual Returns are re made up varies in the different provinces. The exact dates are as
sppended = March 3ist, Bombay. June 30th, United Provinces. July 31st, Punjab,
Assam, Central Provinces.
May 31st,  Bibar and Orissa. Madras.
‘ Bengal.
kurma,
Cuorg.
Ajmer.
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we do not in the least desire to belittle the importance which must necessarily
be attached to other branches of co-operation, both at the present time and still
more in the near future. We believe that great developments may be expected
in industrial co-operation and in the application of co-operative principles to
many branches of agricultural organisation, and that it is not impossible that
these developments may in time surpass even the rural credit institutions, in
importance. But these other forms of co-operation are asyet for the most
part in their early infancy and, as will be scen from the figures given
in the margin, they occupy a comparatively small portion of the ground

at present covered by co-opera-

No. of primary Non-agricul- Agrieul- Total tive effortin this countl'y. The
societies. tural, tural, ! . . . . .
e main principles moreover which
Non-credit 2 W @#  govern the administration of
Credit .. Gz i B AT agricultural credit are as a gene-

ral rule of equal application to
other forms of co-operation, and much of what we write in respect of agricul-
tural credit will be equally applicable to the organisation of non-agricultural
and non-credit societies. Before however proceeding to deal in detail with the
former class of credit we would record briefly at this stage in our report such
special observations as we have to make regarding co-operative institutions of
the latter character.

NoN-CREDIT SOCIETIES.

8. The forms of co-operative activity that have proved most popular and
-successful in England are those connected
with purchase, production, and distribution.
But in most continenfal countries these branches of work were not under-
taken until credis societies had been firmly established, and development in India
has followed the continental precedent. The first Act (X of 1904) provided for
the formation of credit societies only and postponed to them all forms of non-
credit co-operation. This pbliey was deliberately adopted, not because the vital
importance of other kinds of co-operation was not fully realized, but because it
was held that among a relativel; backward population the difficulties involved
in the management of productive and distributive businesses were likely to
prove a stumbling-block in the way of progress. Credit Societies with their
simple organisation and methods of management afforded the easiest field in
which the principles of co-operation could be learnt and pi'a,ctised, and were
therefore first pressed forward. 'With the numerical increase in societies a

Clagms as compnred with credit societics.

~ knowledge of the main principles underlying co-operative work has gradually

spread among the people, and in arca; where these have been best understood, a
desire has arisen for applying them to other branches of business besides the
borrowing and lending of money. We wish to make it clear that in our opinion
this development is not only inevitable but essential to the balanced develop-
ment of the economic condition of the country as a whole, and that the
demand for non-credit forms of co-operation is in itself a healthy sign. We

~would insist however on two conditions which appear to us vital to success.
- Firstly it is essential that the demand for such societies should arise not merely

from external suggestion or the hope of effecting some .small economy, but
from the existence of a real need and from a real comprehension on the part of
their originators of all that is implied in the term ¢ co-operation’ ; and secondly

b

it is scarcely less important that a strong and competent staff should be
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available for the supervision of such societies and for dealing with the com-
plicated economic problems involved. Where these conditions are satisfied, we
welcome the formation of societies for other purposes than credit.

9. Those non-credit societies which are already in existence are included
in the annual official statistics and at the
suggestion of the International Institute of
Agriculture at Rome are classified by the Government of India under five
heads—(«) Purchase or Purchase and Sale, (&) Production, (¢) Production and
Sale, (d) Insurance, and (¢) Others. The figures at the end of the year 1913-14
after some necessary rectification were as follows : —

Classtficution and figures.

e 1 % | [ E ‘E S : 5 E s
Non-Agriculéural. e \ .
Purchase or Purchase and Sa]g 10 | 27 E 21 5119 { 63
Production we |1 e | e t 1
Production and Sale 1 111 li 11 4 : 1 8 :
Insurance T j ﬂ I (T :
Others 5 E 21 3 \ . [ N | 10
| Total ... |16 30| 4| 2| 6|23 1 , 82
. Agriculinral. | ‘ ( | i' . | |
“Purchase or Purchase and Sale ! . ] 11 : RO I YL e Sl IR JRTEN Y 1
Production | ) 3. 3
Production afxd Sale : 4w 1068 1. e 1o 178
TInsurance ; E R ‘ 59 | o | . 9. 69
Qthers !f 6 j SO (SRR R I (e D N R e 6
| Cotal . 615 | e |11 1220 4 16T
Grand total fzz 45l 2|1riaafenl 5 .| 9. |49

It may be noted that in some cases socuetles do both non-credxt and. credltyi
"busmess, axd such societies are classified accordmg; to their. chief Turction.
' While therefore several of the above 9001et1es must be regarded as: supplementmg .

“ their: non-crerht work ,with credit, it must be 1emembered ‘that there S a
much 1arger number of societies included in the- returns of» credlt socletles
which have undertaken su’bs1d1ary non-cred1t actwmes of va,uou,s sorts

10. Dea]_mo' ﬁrst w1th non~a,gncultm-a,1 socwtles, e fmd that suceessful -
attem;pts'have been made; to arrange for_
of - yarn and silk for weavers,
‘ and 1mp1ements (somet1mes of fﬁ;
“improved pattern) for several industries,” 'ﬂle pmductmn and sale of cotton

_Non-a]rwullural Z\ wt)redzt xoczehe&

“'the purcha

;.:‘ca,ne for basket—workers, tlmber for carpenters,
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and silk cloth, durries, and fvrniture have been undertaken. Building societies
have been organised. The purchase and sale of most sorts of common necess-
aries is being carried on at various co-operative stores. Of these non-agricultural
societies the most prominent and the most promising are those formed for the
benefit of weavers. Their object is to purchase wholesale raw material, yarn, and
silk, to help weavers to buy improved looms and other implements, and to
organise the direct sale of manufactured ecloth to consumers. This type of society
is in our opinion worthy of support, both because weavers are a numerous and
poor class, whose carnings have in recent years been seriously diminished by the
competition of the mills, and also because any method by which the cottage
industries of the country can be preserved would deserve a prolonged trial.
‘We would only point out that attempts to rcorganise village industries on a
more profitable basis should not be undertaken sporadically or fortuitously. To
avoid mistakes, which may well plunge small craftsmen into still deeper
difficulties than now, it is very necessary that a systematic enquiry should be
made by Government or some other agency into the economic conditions of any

~ industry that may be taken up, and the organiser should have grasped the

details and difficulties of the business and have a practicable scheme to
propose before asking the people to accept it.

In connection with urban societies we would draw attention to the fact’
that certain types, such as building societies and stores, more especially when
they are composed of members whose means raise them above the poorer classes,
though not in themselves necessarily uncooperative, exhibit a tendency to
ignore the moral bascs of co- operation. It appears to us that in some cases regis-
tration has been sought under the Co-operative Societies Act rather than under
the Companies Act in order to take advantage of the concessions obtainable
under the former Act and to avoid the detailed restrictions of the latter. When
a society is formed to carry on a business which is also capable of heing carried
on as an ordinary trading concern, we think that the Registrar should scrutinize
the application most carefully, remembering that the intention of the Co-opera-
tive Societies Act as defined in its preamble is to promote ‘ thrift and self-help
among agriculturalists, artisans and persons of limited means,” and that he
should grant registration only if thelproposed society fulfils this intention.

11. Among agricultural societies for purposes other than credit, the
Agricultural non-credit societies—Sale outstanding types are those for the sale of
of produce, ‘ produce, and for cattle insurance. The
former are at present chiefly found in Burma and combine with credit business
‘the sale of paddy and ground nuts on behalf of their members direct to wholesale
dealers at Rangoon. An objection hasbeen raised before us by persons interested
in the export trade, that such societies are likely to raise pricesas against the
merchant and the consumer, but we have found no evidence in support of this
-view. On the contrary by the elimination of unnecessary middle-men the
profits, which previously went to them, become available for division between the
-agriculturist, the merchant, and the ultimate consumer. The removal of such
.agents as are merely parasitic means more rapid business, a quicker turnover,
and a better understanding between the wholesale purchaser and the producer
.of the crop. These features are noticed hecause they would probably charac-
-terize any societies that may be similarly organised hereafter to deal with the
-wheat or jute trades in India. ‘ -

12
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12. With regard to cattle insurance only two schemes have hitherto been tried
one In Coorg ard one in Burma. Under

Insuravce of catitle. i
the Coorg scheme the owner pays two-

thirds of the value of the animal insured into the socicty within 4 years by

instalments of decreasing amounts. Should the animal die before the pay-

ments ave complete, the whole amount insured is paid to the owner. If it survives -

the period, the full amount of the preinia paid, but without interest, becomes
- payable on death or invalidity. Under the Burma system only plough eattle and
buffaloes hetween the ages of 4 and 12 are accepted for insurance. The amount
of the indemnity is two-thirds of the value of the animal as cstimated by the lecal
committee, andthis estimate is revised half-yearly. A premium is charged
at the rate of 5 per cent. onthe value of the animal. The premia are
regarded 7ot asa cumulative investment but asa payment for protection,
which ecxtends only for the period covered by the current premmm As
the premia charged under the Coorg system are probably too high to be
accoptable to agriculturalists except in districts where cattle are very cheap,
' the Burma system on this account will probably be found preferable. Butif
" . it is intreduced in other parts of India, local modifications of the scheme will
no doubt be necessary. It is true that actuarial data of the mortality of cattle in
different districts are not yet available, and that the premia charged will be at
first empirical. But therc seems no prospect of obtaining reliable figures.
except from the experience of the insurance societies themselves, and while we
advocate due caution we see no object in waiting for the final results of the
Burma experiments if opportunities present themselves for starting any well-

supervised schemes elsewhere ; nor do we think it necessary, as suggested by

the Imperial. Conference of Registrars in 1912, to defer the introduction of
“cattle insurance until adequate means exist for applying prophylactic. measures.

Two features in the Burma system seem to us to call for special notice and
deserve imitation if a similar scheme is taken up in other provinces. Firstly
we find that, although thereis arunle, (framed inorder to secure a respectable
clientéle and to facilitate supervision) that the members of insurance societies
should antecedently be members of credit societies, yet the finances of the two

institations are kept quite distinet. Neither primary nor central credit societies. -
are allowed to undertake any risk or liability on behalf of insurance societies, -

T and this provision seems-to us sound. Secondly we find that the central reinsut-
‘ance society has 1eoe1ved a guarantee of financial support from  Government.
in case of necessity. This action is justified at the present stage on the ground
“that it is’ hopeless to expect such a society to get sufficient share capital

_subseribed by the members; at the snme time it must have some financial

backing, because.the principle of insurance is to spread risks over a conmderable

‘area and period, and there is always & chance of exceptional mortality occu.rrmg«

during the first few years. The only alternative is Government support, and in
this case such suppo"t appears to us unobjectionable in principle. Government
already spends consnderable sums of money on the mamtena.nce of a Civil
“Veterinaty Department for the preservation of the lives of cat’de and gives:
. agricultural loans to replace caftle that have died. Tt would further this policy to-

“give financial aid to societies which not only 0b‘V1&fe to a large extent the neces-

Y ity of Government agricultural loans, but which lead to greater care being taken

“of the animals and create an interest in preservatxve measures which will be of
great use to the C:ml Vetermary Depamtment in extendmg 1ts propagamda It
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the premia are fixed on a reasenable basis, we think there will be little or no risk
to Government in giving a guarantee, and we recommend that local Governments
should consider the advisability of financial support or guarantee when reinsur--
ance societies are projected. A guarantec of this kind should be sufficient
to give the system a fair f1ial assuming that a state of nmmahty would be:
reached in, say ten years, and at the same time the arca within which the
reinsurance society is to work should be restricted, and the maximum liability
involved by the guarantee defined.

Societies for the insurance of agricultural crops against damage by hail

. have mnot yet, so far as we arc aware, been started in any part of India.

Such societies would however be useful and, in view of the information.

- existing -in many provinces in connection with the remission of land revenue

on account of damage done by hail, they would in some respects be equipped
with better actuarial data than societies for cattle insurance. The system to
be followed in constituting hail insurance societies wounld approximate very
closely to that suggested by us in connection with the insurance of cattle.

13. Most fonns of agricultural non-credit societies, and especially thoss for the-
supply of seed and implements, can in our
opinion best be combined with credit socie~
- ties. In fact not a few sometles returned as credlt societies, have such annexes,

Combination with uedtl societies.

_ maintaining separ ate accounts, but with the same membership. Much has been.

‘done, notably in the Central Provinces, in growing and distributing improved.
seed through organisations of this sort. Whether the work should be centralized.

~and left to a Central Bank, or localized and dealt Wlth by & primary society, will

depend in every case on the sort of function undertaken. Ordinarily we do not.
think thata society should itself become the owner of the commodities handled.
It is preferable that it should buy or sell on commission, or on some system under
Wh;lclmt merely undertakes joint sale and purchase on behalf. of the members.

at their rlsk

It is, we thmk in the use of credlt societies for dlstrlbutmg improved seed -

~ and implements, and in the general supervision and development of non-credit .
- societies, that the help of the- Agricultural Department can . mos} usefully

"“be afforded and it should be given—as it is already given in many pro-

" yinces—fully and unO’rudGmgly Provided that it uses the societies’ not for °
‘experimenting in new processes but strictly for popula.nsmg proved | im-
_ provements, we think that nothing . but good .can  be expected from the
" assistance of the Agricultural Department.- But while at ‘some future time-
“the Agncultura,l Department may be mnot less inferested than the Co-oper--

‘ative in the man&gement of agncultuml non-credit societies; the confrol

‘- ‘must nececsa;rﬂy remain at present and for some time to come in the ha,nds-,

~of the Reglstra,r of Co-operative Soclet1es

14 On the question whether non-cre(ht societies should be allowed to deal -
‘with' non-members, we do nob think it pos-
' ‘sible to lay down any general rule. Asfar:
pra,choable, such dealings should be avoided and it will generally be well to shun.

Dealmgs wot/} non-membérs,

competmon w1th such local outside agencies as are efficient. However we -

would not press thls rule in cases where the operations of a soclety, if confined.
to 1ts own members, would be so restmcted that 1t could not be managed with.

a.ny prospect of prdﬁt or economy
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NoN-AGRICULTURAL CREDIT SOCGIETIES.

15. In introducing the co-operative credit movement into India the
Claims as compared with agriculinral  Government of India ordered that the es-
co-operative eredit. tahlishient of societies among the agricul-

tural classes should be the first care of local Governments, giving as their reason
that “the agricultural problem is more serious and far more difficult to deal
with than the industrial problem, and it is necessary that effort should be
concentrated. ”  These orders have been carried ot with the result that we find
in British India 138,882 agricultural societics now in existence, as against
684 non-agricultural socictics. The development is not perhaps so onesided
as might scem at first sight, since if it"he assumed that persons living in
towns of a population exceeding 5,000 form the wrban classes of India, there
is at present one society per 38,000 of the non-agricultural population as com-
pared with one society per 15,000 of the remaining population. But the fact
remains that it is to progress among agriculturalists that attention bhas chiefly
been dirceted. It appears to us that the policy laid down by the Government
of India, though wise in the initial stages and fully justified by results, might
now with advantage be rclaxed, andthe development of non-agricultural so-
cieties encouraged to proceed pari passw with that of agricultural societies.
The interest on loans paid by the industrisi classes in towns is not
lower than that charged to agriculturalists. Witk rising prices, insufficient
and insanitary house accommodation, wages often held in arrears, and a desire
for a higher standard of living consequent on the spread of education,
sndustrial difficulties are bound to incresse, and we are of opinion that any
form of organization, such as co-operative societies, that has a tendency to
alleviate these difficulties is worthy of support.  We would also point out
that the excessive development of agricultural societies to the exclusion of
other classes means that the demand for money and the repayments of loans are
not distributed evenly throughout the year, hut occur at particular seasons, with
the result that Central Banks during certain months of the year flod it difficult
" to employ their capital profitably. There are also advantages in bringing the
urban classes, and especially the lower industrial classes who at present see
little of Government Officers except in their judicial or punitive aspects, into
close contact with a branch of Government which they cannot but regard as
beneficent. TFor these reasons we would advocate the extension of co-operation
among the non-agricultural classes provided always that it is carefully super-

vised and controlled.

16. Non-agricultural credit societics, as may be seen from the figures in the

Special characteristics. margin, have alrcady made their appear-
, Budms e e - O ance in all the larger provinces. The total
Bouzal L on e 18 of these is 602 of which more than half
ihar and Origsa ... e M st eee .
United Provinces ... .. 179 are of unlimited liability. On the question
Punjab . 31 ’ . 1l.t % b d .
gurmnlp -;g of the form of liability to be adopted in
entra TOVINICES oo e - . . .
Asam e e e 16 such societies, we think that asa gener-
Total ... 602 al principle when the clientele is fairly

well-to-do, and wheu owing to iocal conditions full mutual knowledge cannot so
easily be secured among the members, and when the share capital is adequate to
+the business undertaken, liability should be limited, but otherwise it should be un-
Yimited. We would also remark that in dealing with such societies, central banks
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would be justified in exercising more caution than is required in dealing with non-
agricultural societies because the co-operative safeguardsare not generally so well
developed. The members are often scattered or nomadic, with the result that
mutual supervision tends tobe less strict and difficulties occur in realizing loans.
The circumstances of many societies compel them to follow purely business
methods and to overlook to some extent the moral sanction that should govern
their work. The accounts are often tco complicated for the ordinary member
to understand. On the other hand in some points many of these societies are
superior to the average rural society. More of their members are literate The
management and accounts are more carcful and accurate. The accumulation
of savings deposits is feasible. Short-term loans and repayments by regular
monthly instalments are easily arranged. Of course in different parts of India
very many varieties of type among these societies have come into existence. For
the purposes of our enquiry we need notice only three of the most important
namely (o) the middle class urban banks, (b) employés’ societies and (¢) societies

for poor castes.

o
17. Urban societies, composed mainly of members of the middle classes, arve
frequently defective in that they are not
really co-operative. Shares arve often taken
up merely for the sake of dividends and money is not infrequently borrowed for
speculative enterprises. Their value consists not so much in their services to
co-operation asin the training ground they afford to their members for under-
standing ordinary joint stock banking Recent experiences in Northern India.
have shown the dangers of a policy under which Government allowed banking
institutions to spring up and cary on business under a control so light
as to be almost nominaj, but we think that urban credit societies might serve
a useful purpose in training the upper and middle urban classes to understand -
ordinaiy banking principles  Such societies would perhaps be scarcely justified
on their own merits in claiming registration ander the Co-operative Societies
Act, but we think that on the whole, where joint-stock banking faciiities
are absent, they may fulfil a useful purpose, and we see advantages in
encouraging their formation. In any case we would expect them tobeas

AMiddle elass Urban Banks.

~ a rule self-supporting, and we think that any help which might be afforded to
¥ them by Central Banks should be closely restricted.

18. The object of employés’ societies should in our opinion be rather to en-
courage saving and thrift than to make
loans on easy terms, and in the best exam-
ples we have seen we are satisfied that this object has been attained. The same
object is doubtless to some extent met by the departmental Provident Funds, but

Employés’ societies.

%, those funds fail to provide the moral training of a co-operative society and afford
‘tewer facilities for the prompt supply of ordinary loans. The difficulties which
lwt co-operative societies for employés are ﬁrstly the transfer of members from

-4 to place in a big business or department, and secondly the fact that
evén ‘on the Committee the members arc unable to meet on an equality. It is
impossible for them, since they all belong to one service, to forget in conducting
the business of the society their relative official positions outside it, and in this
way influential or highly placed members are able to secure excessive loans for
themselves or their friends, and by recusancy in the matter of repayment may
geriously embarrass a commiitee composed largely of their suburdinates. It .

2
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makes for better management if the head of the office, whether a member or not,
can watch over the society, and if arrangements can be made by a provision in
the byelaws for the recovery of loans by deduction from monthly salaries.

We suggest that it would often be possible for such societies to encourage

thrift, to prviode themselves with an improved security, and fo simplify
their accounts, if they required all members us a condition of membership
to insure themselves in the Post Office Insurance Fund. Asin the case of
ocher classes »f non-agricultural societies, we would repeat that employés’
socicties should not be started unless veally satisfactory mmncrements can be
made for their regular management and control.

19. By far the most valuable and hopeful form of urban credit societies is
Sucielies for poor casies. . : .
tions to poor castes, e y., butchers, weavers,

mill-hands, scavengers, ete. In their early stages these societies need constant help

and guidance, which can best be supplied by some philanthropic individual or ,

social ageney. The work well repays its originator, foras a rule these classes
show themsclves very amenable to co-operative ideas and anxious to learn. To
their credit it must also be said that they are generally most panstual and honest
repayers. Since the members owing to their depressed condition and lack of
education cannot hope to manage their own husiness without long training,
especially in the matter of account-keeping, we think that the support of the
clerical staff of these societics is an object for which grants might suitably
be given by Local Governments on very much the same grounds as justify
grants to other philanthropic institutions

AGRICCLTURAL CREDIT SOCIETIES.

20. The agricultural credit societics now established in India are for the
most part composed of peasant owners or
tenants, and no steps have yet been taken
to extend co-operation for the henefit of the class of large proprietors who own
the bulk of the land in several provinees. and whose estates are often much

Banks for large proprietors.

encumbered. The case of these proprictors, has heen represented to us, and more -
than one Registrar has seriously considered the possibility of introducing some

form of co-operation among them corresponding to the Land Mortgage Credit:
- Assaciations or Mortgage Banks which are found on the Continent of Europe.
‘We have not ourselves examined the details of such schiemes and their merits
* must necessarily depend largely on the peculiar circumstances of each province.

Money can already be borrowed on some large estates at fairly easy terms and
‘this fact, together with the necessity for long term capital and a want of solid-

arity among the constituent members, would be- a  difficulty of some
importance in the way of general schemes, but we fcel that the establishment of
well-conceived and well-administered mortgage assoclatlons or, banks at the
instance of the landed gentry of the country with the help of Govemment would
be a measure of great value not only to the proprieters themselves but also to

the Government, and this fact should in our opinion be borne in mind if appli-

| . ca,tlons are at any time made for sPecml concessfons in 1espect of such banks.

21. In the absence f01 the time bem" of thls more ambltlous class of effort

| Ez:stmg scetettes mamly Jor peasants.— it will be 'understood that our report

l\omenc’atwe mll deal in the main W1th the gxade,

THE CO-OPERATIVE MOVEMENT IN INDIA. 15

of saciety which is intended to meet the needs of small landholders, tenants,

and men of a similar social statns in the country districts, These agricultural
sacieties vary both in character and in name in the various provinees, and in

arder to render our ohservations mtelhglble we have found it necessary to arrive

at a uniform nomenclature. Under the Co-operative Societies’ Aet all classes of

vegistered societies, whether in themselyes pummy units or federations of consti-
‘fuent societies; are spoken of as ‘socicties.” In actual practice howcver the

pmmary units are in some provinces known as “banks, ’ but in most as SOCIOtIGS
We shall in this report speak of them as ‘ primary societies’ or *socicties’ and
we think it would be well if this terminology could in future he adhered to by

In our opinion that which confines its opera-

B )usmess as Qentra,l' Bg;hkgt

":'rggc;@ﬁes' (b);y Central Banks and. @) Pwvmcml Banks, and ‘we' shall deal -

Local Governments in their official communications. The societies are classified
u the returns as ‘ag ultural,’ if the majority of members are e agriculturists,
r if the main objer agricultural.

The nomencla for the central socm‘mes under which the primary socie-

oy~ wwérderated disenssed ab the Co-operative Conference of January

ot
11, It way*he teIm‘qeuded that they should be classified undor three

‘ -
: haa,ds, viz.; Gentral Bawe Umons and ‘Central Bant _ 7" ~we? and thegn -
- tel’ms are q&lﬂ ngscfﬂ)ed ~a 1?" bl LSRRV ament Of Iﬂdl& I'Gtul'HS s lﬂln [hOI‘@

bas always been some confusion as. to whether the distinction between a Central
Bank and a T nion should depend on the pfesence and absence of banking _unctlonq
or the absence and presence of individaal shareholders, am.d different- provinces
have, followed different lines. Apart from the ‘annual e turns, we find that
in some provinces ¢ Unions* connote supervisory functions only, in otliers they
include banking: societies, and in one province they rofer to associations. wluch
are outside the Act altogether. In some provinces the term ¢ central bank’
apphed to-all: forms of central bankmc societies; in o Yers a central ha nk is
termed a & dlstmct bank.” 1f it ig situated at the district headquarters ; and in others
the terms Unban or ¢ TOWD B&nk (a relic of the early stage of co»oper&twn in
which Town ‘b&!ﬂfs were mmau%d o ﬁnance the rural societies) is still applied
0 ‘cortain central mst1tut10ns. ,S’mce moreover, the ‘present classuﬁcatmn e
prescribed, a futther type of seciei;‘y known as & I:’rovmclal Bank h?&she&n,
started in the Central Provinces and. Bmhm‘, and the Cential Banks, A Bombay
and Mandalay, as well as. the Central Urban Bank at. "VIadras, fulﬁl so

. Fions clcmly alhed to those of a Provmcml Bmk We camuder fhat we shall s
; lfolléwmc the veneral eonyenience ‘it in the _report o W," “gravk thy, five cnntml
- msmtutmns aﬂ:fBomb&y 5 Madras,‘ J ubbulpo e, Bmkxp

W a,ﬁ:l Mand‘mlay as ¢ Pra-

vmc;a;l 'Banks * angd-speak of

propose there‘c‘ore'to cﬂass SOGletles for present pm'posus as (a Pumasry

,-edch of these classes “We shall resorve - ‘the term Umon
of federatmn whlch are’ mamtamed for sapernsmn, exthex ‘com
: mﬁined mth the asée%ment or wuarantee éf loa,ns 6. pmma A
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distributed by provinees as follows :~—~

Provinces. Primary societies. Central Banks, ; Frovincial Banks.
} |
. A::*Q {
| ;; 1
I ;
Madras e 1,250 7 ,
: P ‘ 1
Bombay 2ty f 3 E
; ! | i B LR
Bengal e 1,547 1 33 1
i ' 7 3 \‘ :) ! ' 1
Bihar and Ovissa - 768 ‘ }im |
United Provinees 2,549 ‘ Yub ;
; 3 Jes ne
: ‘ 3,201 ! 3 !
b vee 3,2 :
Punja ‘ L wopic | 1
: R | , |
Burma .o e 1,092 | 9 ral § o
- ! . L .
Central Provinces b 2,053 .« anxious t}» 1
. ; most r |
224 ! !
Assaar e e bt P I |
) |
Coorg v 1 22 \
Ajmer o ; 352 5 ‘ ..
. i
i 13715 189 | 5
|

In the annual returns the number of agricultural credit societies is indi- - .

cated separately from that of other forms of agricultwal co-operation, but -
the further statistics showing the number of members, working capital, and so-
forth, do not make this distinction, and in such dgures as we may quote here-

after in this report, it has been impossible to exclude the data for agricultural
non-credit societics. As the number of these societies is at present very small,
the inconvenience so caused is negligible.

when confronted with concrete cases of societies in actual working,

more-from these societies than human nagure is hkely t %'ealise,'

‘dered it our duty to point out in some detail the chief consider
" thé soundness of primary societiesis built up. 14 is ultimately on three main
“requirements that their soundness is based They must in the first place be

CHAPTER I1.

PRIMARY SOCIETIEN.
23. From the terms of the reference made o this Committee (see paragraph
' : 6 above) it will he observed that its investi-
gations W hitended to refer in e igin

S suryeties

Lo vuol

Importance of stbbg:lity_ of primary

‘ . o to the finaheial position of the provincial
and central banks, and we have borue this i wind throughout our enquiries. .

But the financial stability of the higher class of bank, though dependent on
many considerations peculiar to that class, must al ways in the ultimate resort be
dependent on the soundness of the primary societies on which the whole
struoture rests. We have therefore no hesitation in dealing at some length
with the considerations on which the soundness of the primary societies is based.

" The outside investor or depositor who deals with Provincial or Central Banks has

seldom - the time or opportunity to look closely into *ue manner in which the
business of the ébnstituentvpri“r.nary societies is conducted, and it is therefore all the
more incumbent on the supervisory authorities, from considevations of honesty as -
well as prudence, to see that‘the business of this vlass of societies is conducted on
sound lines both from a co-operative and from a tinancial standpoint. Persons
who know of co-operation only from books wre dor (btless often disappointed
whether in
India or in- Europe, and are apt thereafter unjustly to disparage the whole
movement because the specific instances which came before them fell short of
their ideals. But while it is indeed a mistake on the one hand to expect

: it is equally
a mistake for those responsible to rest content with an inferior siandard of

co-operation, when a higher standard is attainable. 'We have accordingly consi-
ations on which

»

co—dp‘érafiye, They m.st also be. business-like. And finally they must be
thoroughly well supervised: These vpoints may eonvexZently be Vd‘is.eusséd'under ‘

 the following three heads :—

(@}‘ :The'**éqgfs‘t:iitjﬁt!i‘on 'z;‘md n:iax.lagemént_ of primary societi)éé.. |
_(2) The compogition and employment of their capital, and -
{c) The arrangements for their inspectioni and audit. .-

.

ot s
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PRIMARY SOCIETIES.

CONSTITUTION AND MANAGEMENT.

24. A society has very little prospect of success unless it is started on sound |

lines, and the Registrar is primarily
responsible for seeing to this. In some
parts of India we have found a tendency on the part of the Registrar to think
that he should automatically register all societies, which in their applications
for registration satisfy the conditions of the Act and the Rules. But we would
draw attention to the provision of the Act which lays down that, after he
is satisfied that the legal preliminaries have been complied with, he “may, if
he thinks fit” register a society. We think it essential that he should per-
sonally satisfy himself that the society is being formed on a sound basis, and that
in every case he should himself see the reports which have been submitted on
the proposal for registration.

Responsilility of the Regestrar,

25. In considering such applications there are several points to Whlch it is
necessary that attention should be directed.
The area of operations should for instance
be clearly defined and should conform to the spirit underlying section 6
(1) of the Act. By this we mean that the field of the society -should be suffi-

drea most snztnoie.

ciently restricted to allow members to be mutually acquainted andto be in s

position to exercise an effectivé mutual control. It is a good general rule that
there should e one society to one village and one village to one society. But
apart from the fact that the term * village ” does not. mean the same thing
in all Provinces (in Assam and Coorg for instance it carries a special
meaning), there are exceptional circumstances which ;]ustlfy departures from
this rule. The circumstances which justify exceptional treatment have been
described as follows in the Resolution of 1914 :—

« Where for instance a group of villages can conveniently form a eo-operative unit, they

may without objection be served by ome co-iperative society. Where persons

scattered over large areas are for any special reason so thoroughly in touch with’

one another that they are able and willing to be jointly responsible, the condition

of propinquity is not absolute, and the law accordingly allows that members of
the same tribe, class, caste or occupation, even if not resident in the same. village
or group of villages, may become members of the same soclety qullaxly, it is
permissible to have more societies than one in a single village in cases where a
village is so large that all the residents are not mutually acqua,mted or where
a village is so divided from any cause that one set of residents could not be expect--
ed to be Jomtl.y responsible for another. But the essential principle remains that
‘societies should ordinarily consist of members so closely in touch with one another-

~that.they are willing to be, and can be both in name and i in. fact, JOlIltIV respon-
sible.” " -~ :

We desire t‘oe'xpféss’ >-0u'1: vccncurrence in the views thus expi'essedi'
26 We would lay stress on the importance . of smalr begmmngs The
Snze of' Sacwtzes. ! d. - '

gradual and the ultlma.te total modelate. Jthe ;main - advntage claimed for

large societies is. ec(momy of- management bu” this” consideration scarcely.

. affects rural societies. " - On the’ other ha.nd small SOGletleS are more easily
' supervised and trained in co-opera.tlve prmclples, ‘just as small classes are

more- eagﬂy taught in schools If a society is small 1t aﬁords a better |

tned have not been a success, and ’ﬂ; is found that non-agncult' t
i tural societies tend in yractlce to take 1oans at the Same séasons
N perlods as’ agncultumsts On the whole more is to. be' vamed ‘by l‘espectlno ‘the.

. members of ‘a soclety should be few = -

“to start with; and increases should be . _
apphcatm
Whlch & soclety' myorgamsed and, “certain specified heads should: be laid, down
son Whlch in abion shotld be furmshed "We hold it necessary"";fot'instance,

" that the Reélstm should' be able. to ascerta,m ='1y whether'the “proposed
‘"members ha‘ve'r My asgimily 0 per:
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opening for local talent. It brings more men to the front, trains them to |
undertake 1esp0ns1b1ht1es, and by carrying on a business not exceeding the
capacity of the committee, prevents the domination of one man. Societies should
in our opinion, be small at the commencement, not only when the members
are poor and backward, butin all cases. When a sound beginning has once been
made, gradual increases should be allowed, care being taken that the men of best
character are admitted first and that subsequent admission is treated as a favour
to be earned by the candidate rather than as a benefit conferred by him on the

.+ -society. . The average size of a rural credit society in Germany is about 94 mem-
~ bers..~ In India the average membership of an agricultural society is 41,

Madras . 02 »
Hodrs - tile ﬁo'mes for each province being - as
Bengal ., 46 hown in ¢ -
Bongal S _ shown in the mmgm Wehave some hes
Enitedbl’rovinces i'?' itation'in suggestmg a definite numerical
unja w47 ‘
" Burma gy maximum, but asa rule we think that .-
. Central Pm\mces "16
Assam s - asociety is apt to become unmanageable
C i 91 O .o s ' o ' :
amE e if its numbers exceed a total that might
| BiShTadn L - Vm‘y from 50 to 100.

L 27 In some areas we ﬁnd a tendency, not yet pelhaps very marked tc
' ' exclude deserving but poor ‘persons from

I)aﬂye? of ezcluvueness ~
© societies or - the ground of theu caste or

' -“':/status Societies at plesent are eomposed ch1eﬂy of small peasant owhers and
_ occupancy tenants, and it is the exceptlon to find’ ‘village | artlsans and agricul-
© tural labourers included, We see” no obJechbn 1o sociéties bemv constltuted,' -

mainly of the existing elements” which form ° a well " defined body of men -

- for Whom co-operation is especially required. Excessive exclusiveness- ‘however
‘. ~ is also-an evil and care should indeed be ‘taken that deserving persons are not
L excluded merely on the ground of poverty ;- but we would not advocate

| -anythm.g like & crusade to force the poorer classes on the present members,

}‘Socletles should be taughu the principles of selectlon and should be left to~ "
' ‘-j“themselves

far as poSsibwto seftle 1nd1V1dual cases.

28. VVe Wculd not afivocate the dehbelate mlxture of OGOupa,twns 1n
societies” in " order to - ‘keep' the’ funds in -
ccnsta,nt clreulauon Mlxed soclehes, Where;'v_

R

Mizture af occupa(wns

d'for thc same

general limits mdmated by ‘the occupatxon of “the membexs and securing com-:.

-munity of mtex est.  ‘While however -we- W,ou,ld not advocate any- attempt to

“effect a mixtuie of’ occupatmns as, between the pembers of a soclety, we cons1der'~i
» 'that there i i much to be o'amed if the socxetles affitiated to one central bank
are as fa,r as possﬂ)le representahve cf dJ,ﬂ’erent types of occupa,tmn g

N . be spared to. make full enqlmey in
iFuH reports should always be' required. from the agenoy; by

./C 5

ﬂ (2)‘ whether they'v ;
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appear to be too involved in debt to make a socicty successful (and for this
purpose a statement showing, though not in great detail, the assets and liabilities
of intending members should be submnittad), (3) whether adequate working
capital is available in the movement, (£) whether the applicants are men of
good character, and the village as a whole free from the taint of litigiousness,
(5) whether means are at hand to provide for the necessary supervision of
the society when formed. Enquiry should also he made as to the swit-
ability of the proposed secretary and committee.

30. We cannot too strongly urge the necessity for careful teaching hoth
hefore and after registration.  Most of the
faults which we have found in socicties
are due to the lack of such teaching, and theimportance of the point can scarcely
be exaggerated. The work of instruction is trying and uninteresting. and there is
generally a tendency to scamyp it. Pamphlets and formal lectures are good in
their way, but ave of very secondary importance compared with actual personal
instructions by the organizing ov supervising staff in the villages themsslves.
District and Provincial Conferences ars also valuable in stimulating interest
and a healthy rivaley hut do not afford the solid instruction that is required.
Tn Burma the Registrar has laid down in simple language 10 main principles
which every member of a society in that provinceis expected to learn and know
thoroughly, and we were mueh impressed with the rvesults of this method of
training in the efficiency of the societies. 'The system is of potential value

Teaching of co-operative principles.

even when the principles ave merely learnt by rote, and whether other Re-

gistrars adopt the system or not, we think it advisable that they should lay
down certain essential heads to guide organizers in their teaching and to save
vague talk and waste of energy. These heads would vary according to cir-
cumstances but should in our opinion include the following points:—(1) That
the object of co-operation is as much to encourage sav ings as to erant loans
on reasonable terms, (2) that the success of a society depends on the mutnal
knowledge of the members and the exclusion of bhad characters, {3 that
the liability of the members is joint and unlimited, (+) that loans must be
properly used for the objects for which they arve sanctioned. (5 that repay-
ments must be punctual and genuine, (6) that the powers of control vested in
the General Meeting should be known to the members, and {7) that the source
of funds and the constitution of the central financing agency as well as its
relation to the society should also be undexstood by them.

A society, which has once firmly grasped these main points and acts on its
“knowledge will be truly co- operative, and the fact that it is managed on
co-operative lines will constitute the most important factor in its financial
position. At the time of organization, and subsequently throughout the
existénce of the society, the necessity for at least this deuree of co-operative
knowledge should never be lost sight of.

31. In many provinces much of the preliminary work of teaching and
organizing societies is done by H0n0ra1y
Organizers, and their labowrs are deserving
of great praise. Cart however should be taken that their efforts :re systematic

and not sporadlc, and it is also important that the Honorary Organizer who forms
. society should, where possible, retain control as a supervising and teaching
agent a,fter(breglstmtlon. There are in any case undoubted advan ges in

Position of Honorary Organifera.
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insisting that the agent, ,who forms a society, should afterwards be responsible
for guiding it to success. 1In addition to oral training, good results have been
obtained in some provinces by arranging for the members of new societies to
visit older omes and see them at work, and by small and strictly local con-
ferences. '

32. It has been urged that in order to instil co-operative ideas into the
Teaching in primary schools not ~ WiNds of the rising generation, the subject
advocaled. should be taught in primary schools. To

this we are opposed. The theoretical teaching and learning of such a subject
would be unintelligent, and the school curriculum is already overburdened.

Children often accompany their parents to a society’s meetings and it is in this

way and by general conversation that they can in our opinion best acquire a
practical knowledge of co-operation.

33. The Secretary may be a member of a society or not, and, where neces-
sary, there is no objection on co-operative
grounds to paying him some remuneration
on a strictly limited scale. He should if possible be a local man and not an
outsider. We think a local Secretary, capable of performing the duties even
in a1 inferior way, is preferable to a more competent man brought in from
outside. The village accountant does not make as a rule a suitable Secretary,
but we see no objection to the village school master being appointed Secretary
when the Education Department allows him to. undertake the work. The
functions of the Secretary difter in different parts of India and we do not
press for uniformity, but it is essential that as far as possible he should be kept -
to purely clerical work, such as writing accounts and minutes, and should not
be allowed to take into his own hands any of the functions of the Committee.

The Secretary.

- For this reason we view with some distrust the system prevailing in some

provinces under which cne Secretary does the work of a group of societies
in tracts where societies are small and backward. Such a system teads to
give the Secretary too much power, and though we recognize that in many
cases there is no alternative, we look on this course as a temporary expedient
which should be abandoned as soon as opportunity offers.

34. There is considerable diversity in the byelaws defining the powers and
duties of the Managing Committee, hut
the main point is to ensure that the Com-
mittee should work as a Committee. The Registfar. and his staff should take.
special pains to see that it does its work regularly and as a whole, and does” not
hand over its responsibilities to one or two active men. It is also important that
‘the Committee should not be placed beyond the control of the general meeting,
and though re-election is of course permissible, the period for whlch a COmmlttee ‘
is elected should not as a rule exceed one year.

The Managing Commiitee.

35 The remissness of some Managing Comnnttees, their failure to ablde by |
the rules, and their occasional partmhty

themselves is only too apparent in India as
it has been in Europe. We have been urged, especially by Mr. H.. W. Wolff, to -
insist either now or at a later stage in the movement, on the a,ppomtment of
separate Committees of Supelwsmn, such as prevail in Europe, whose duty
it Would be to keep a Watch on the Work of the ’\l[ana,,mt, Commlftee. Such

Commitlee of Supervision not recommended.

%



22 PRIMARY SOCIKTIES.

Committees have been tried in Bihar and Orissa, Bengal, Assam, and Coorg, but
they complicate the machinery, and have not as a rule proved a success. It is
hard to find in an ordinary society sufficient men suitable to serve as Supervisors
in addition to those required for the Managing Committee, and when men are
found, they are generally of inferior calibre to those whose work they are intended
to supervise. We would propose, if possible, to reach the same end by the
establishment of Unions (vegarding which we have given ouwr views more fully

"in a later part of this report), and in any case we do mot advocate Supervisory
Committees in the vast majority of agricultural socicties as a suitable feature
in their constitution either now or in the near future. In urban arcas, where
the personnel is more frecly available, we think that such Committees might be
more suceessful, and in such cases a trial of the system might perhaps be use-
fully made. Similar Committecs, undertaking the same duties of supervi-
sion, but composed of public-spirited persons who are not themselves members
of the socicties which they supervise, have been tried in some cities and have
been found of distinet use in enhancing the efficiency of societies.

36. In connection with the organisation of societics, two further questions
have been raised, namely, (7) whether

Special powers Lo ascertuin debs. special powers should be conferred on
socicties to enable them to ascertain accurately the debts of their members or of
persons desirous to be members, and (¢;) whether it is right for the society to
pay oft the whole of the ascertained debts of an applicant for membership on his

entry into the socicty.

As regards the former of these questions, a suggestion Wa*s. made by the
Co-operative Conference of 1913 that special powers of the kind suggested
should be given, and Tocal Governments were consulted by the Government of
India as to the advisability of legislation to allow a society to call by notice on
all creditors of a member or an applicant for membership for a statement of the
debts due by him, on penalty of their losing interest thereafter on any claim not
preferred, With the exception of the Government of Burma, most of the Local
Governments were against taking any action in the direction indicated, and the
matter was then referred to our consideration. After a perusal of the opinions
received, our view is that no action is required to meet the case of a debtor who
_‘purposelyv conceals his debts, as it is ez hypothesi .thc duty of a society to be
 suffciently acquainted with the circnmstances of its members to prevent the
" election of a debtor of this kind, and consequently we do not think that there is
any necessity for giving powers to issue a general notice on eredifors to present
statements of debts due. The case which is to be met is that of a creditor who
refuses to supply a statement of the debt due to him, that is to say, who refuses
to give the peasant debtor what every man is'entitled to get fr(?m his b'anker,
namely a statement of account, and we consider that there 1's no objection
in principle to an arrangement by which a society should be entitled to serve g,
notice on a named creditor for the submission within one month of a statement of
the sum due to him by a member or applicant for membership, subject to the
" discharge of the debt if he fails to submit a claim and a prosecution under the law
if he makes a wilfully false one. In view of the replies given by the Local
Governments to the previous suggestion we would recommend that legislation of
this kind should be tried experimentally in Burma before being applied elsewhere,
and we would add that in our opinion it should be considered whether the above
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procedure should not be made applicable to all classes of agricultural debts,
whether a co-operative society is concerned with them or not.

37. As regards the further question, whether it is advisable for the
Paying of debts on admission Society to pay off the debts of a member
to a socvely. on his election, we think that no unvary-

_ing practice can be followed. The question arises only when the society

considers that the debtor is not too far involved to be extricated from his
debts, and when it has funds to pay any sums due by him. In such cases the
best plan in our opinion is to arrange to clear oft at an early date, but not neces-
sarily on admission, the debts of a new member. Unquestionably from the
economic point of view the entire extinction of all old debt and the substitution
of the society for the money-lender as a member’s sole creditor is the most satis-
factory course ; but in relieving debt without any corresponding effort on the
part of the debtor, there is a real danger of weakening his strength of character
and thereby making him a less valuable member of a society than he was other-
wise capable of becoming. If the creditor is froublesome and threatening, there
is no help for it but to clear off the debtor’s debts at once. Otherwise we consider
that it is best to pay off a part of the debts at a time, as funds can be spared for-
the purpose, those paying highest interest being chosen first, and the mortgage
debts and others bearing less interest being kept over till the debtor has been
sufficiently long in the society for his qualities to be appraised and for the
receipt of contributions from himself towards his extrication. We think that a
procedure of this kind has a better educative effect than the immediate and
wholesale clearing off of debts on admission.

38. A further question has been raised in this connection regarding the
Relation {o money-lenders ofler advisability of a provision forbidding
admission. members after election to resort to
money-lenaers for loans. 'We recognise thzt as a general rule it i§ best for
members to be indebted to the society only and to no outside .agency, but unless
steps are taken to finance the members adequately and promptly, any rule to
this effect would certainly be evaded. We think it right therefore for societies
to abstain from any prohibition against resort by members to the money-
lenders, but it should be laid down that the Committee must be duly informed
on every occasion when loans are taken from sources outside the society.
We would at the same time recommend that all necessary steps should be taken
to meet the needs of members by adequate and proper financing within
the society itself, and we may remark that the best solution of the difficulty is,
wherever this may be possible, to induce the money-lender to lend through the
medium of the society by becoming himself a depositor, or to convert a previous
debt due from a member into a deposit with the society at a-reduced rate of
interest and with possibly a reduction also in the capital amount of the claim.

39 Tt is sometimes urged that the co-operative movement has at
present touched only an infinitesimal part
of the agricultural population and that if
it is to be of any value, it should expand considerably faster than it has hitherto
done. We admit that to meet the aims before it co-operation will have to
influence a far larger circle than at present, and we contemplatz a very exten-
sive development of co-operative societies in the future, but in our opinion it is
not the pace at which the movement proceeds which is of importancs, so much

Bate and method of propagating socielies.
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as the quality of the societies which are established, and we believe that on the
whole it is best for Registrars, so far as they control the progress of the move-
ment, to lean towards a policy of caution and concentration. The rate of
progress hitherto has been different in different provinces, and the results
are affected by many local causes, so that the value of co-operation in a
province bears no definite relation to the rate of increase in the number of

societies. Indeed its indirect results extend far beyond the actual number of-

persons who belong to societies, and there is ample evidence that societies have
effectively broken the monopoly of the money-lenders and lowered the general
rate of interest on loans prevalent over whole districts. We are convinced that
there can be no worse service done to the co-operative movement in India than
the encouragement of anything in the shape of comparisons between the rate of
progress in one province with that in another, and it would be advisable for Local

Governments in future to deal with the progress in each provinee on its own

merits.  We believe that the time has come when except for special reasons, an
increase in the number of societies should radiate from existing centres of co-

operation and should be based on a well-informed desire to imitate existing good

examples. When a new district or other similar area is brought into the sphere
of co-operation, a sufficient number of experimental societies may suitably be
started as examples by a special propagandist agency, but when a financing and
controlling centre can be established for them, it should be left to that centre
and to the influence of a desire for imitation to carry on the work of propag-
ating the movement in the neighbourhood ~We would further note that there
are whole Provinces or parts of Provinces in which Local circumstances renders
proper supervision unlikely, and in such areas it isin our opinion a mistake
to encourage the extension of the movement in any form.

THE CoMPOSITION OF CAPITAL.

40. The four mam items in the composition of the capital of agricultural
societies are (1) shares, (2) deposits, (3)
loans, and (4) surplus assets or reserve
fund and the figures under each of these

Composition of Capital of Rural
Societies,

hearls are approximately :—

Lakhs.

g Shares vos we 4900
Deposits Y] e .o ose 72'43

Loans : ree s e see 24'7'10

Reserve .ee Ceee P e 24:00

il We shall deal w1th the reserve when discussing the employment
of capital, but before proceeding to the
examination of the other items, reference

may be made to a small source of capital, for which séparate figures are not

Entrance Fees.

available, namely entrance fees, In all provinces, except Burma and the United -

Provinces, it is customary to levy these fees from new members on admission,

but ordinarily they are small in amount and rarely exceed one rupee. - Their
object is to' cover preliminary expenses, to bring home to members that meéni= °

' bership is a privilege which they must make some small sacrifice to obtain, to
serve as auproot that a member by a deﬁmte and voluntary act of payment
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undertakes the rights and liabilities involved in his admission, and to discourage
withdrawal by making it cntail the loss of a small sum. We have seen no
evidence that the entrance fecs charged are large enough to keep out poor
members, and we do not think it of much importance whether they ave levied

or not.
SHARES,

42. Share capital appearsas an item in the balance sheets of every province,
but it is only in the marginally noted®

Share Societies. ) . ; o
provinces that it constitutes an integral

part of the system.

The shares in Coorg are of the value of Rs. 10 or Rs. 20 each; in Ajmer

of Rs. 5; in Madras of Re. 1, and in
the Raiffeisen societies of Burma of
Rs. 10 each. Such shares as a rule are

Province. Lakhs.

*Madras 7 paid up on admission and carry no divid-
ited Provinces .l 518 . .. . .
vai N rorer s end or right to participate in any way in

Punja e " . ) .

Burma - the profits. They are only withdrawable
Coorg 44 on cessation of membership and serve to
Ajmer 123 equalize the first call on members in case

of liquidation.

In the Punjab on the other hand and in the United Provinces and in a large
group of societies in Burma, a share system has been introduced which appears
to be peculiar to TIndia. Shares are of a face value varying from Rs. 10 to Rs. 100
and are payable by yearly or half-yearly instalments spread over 10 years.
At the end of that period in most cases the shares are withdrawable, but in the
Punjab a tendency to make them permanent has recently appeared. On the
expiry of the 10 years’ period all three provinces agree in providing that three.
fourths of the future net profits shall thereafter be available for distribution
among the shareholders in proportion to the shares they have paid up. Buta
¢érucial difference lies in the fact that all profits earned during the period of
10 years are carried to the reserve fund in the United Provinces and Burma,
while in the Punjab one-quarter of the profits only are carried to reserve and the
balance is distributed among the members in the form of new shares.

43. Tt will be seen that a large proportion of agricultural societies in India

To what extent Share Capital is have no share capital and the question
approved. arises whether and in what circumstances

the possession of share capital should be regarded as a desirable feature in a
society. In our view the prime object of every society should be to acquire
a permanent capital of its own as speedily as possible. The best method
of " attaining this object is to arrange for a wide margin between the
rates of interest at which societies borrow and lend, thus securing a substan-
tial annual profit to be carried to reserve, and in this respect India is in a pecu-
liarly fortunate position since the high lending rates; that are current, makes the
provision of a wide margin a matter of no great difficulty. But in certain parts
of the country the members of societies have shown a leaning towards shares,
and we see 1o objection tc arriving at an accumulation of owned capital by the

16
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route of a share system rather than by that of the reserve fund, provided that
shares are not used to create disabilities against poor members or persong
desirous of membership or made an excuse for dividend-hunting. Dividend-
bearing shares should be recognised as a pis-aller. When however they are paid
up by instalments on a system not unlike that of endowment insurance, we
think that there is less objection to them o co-operative principles, We wonld
note that in Europe, where the margin for building up a reserve fund is com-
paratively narrow, there is now a strong tendency to introduce substantial share
capital, and that a proposal has recently been put forward to introduce non-
withdrawable dividend-bearing shares in Bihar and Orissa. Where the ordinary
margin of profit is small and cannot be raised in view of local conditions and
the reserve fund is accumulating slowly, we sce no objection to the introduction
of shares in provineces in which they have not heen previously employed. Tt ig
not necessary that they should be small in amount, as lavge shares payable by
instalments are an inducement to thriftt, hut we would not recommend as g rule

very large shares, exceeding (say) Rs, 50. In Bwrma societies with ordinary
~ Rs. 10 shares are constantly applying to be raconstitured op the so-called

Luzzatti system, under which shares of Rs. 100 aye paid up by 10 annual jn-

stalments, and though we would not encourage the change, we see no harm in it

44. The somewhat complex systems obtaining in the Punjab, United Pro-

o .
Lifficullies in the sysiems prevailing vinees, anil Burma, are not without their
in the Pungab, the Uniled di . o .
Provinces and Burma, culties Firstly there is a risk that

o the original shareholders may  discourage
new admissions, and that the whole systemn may lead to a situation
approximating that of a tontine. Farther in view of the supposed vested
interests of the heirs of deceaséd shareholders, duc care may not be ekereised in
excluding undesirable heirs, Should such tendencies appear; p;‘oper steps should
b-e ta',ken. to correct them Secondly in the P unjab - where there is a decennial.
distribution of acc.umulated profits it is diffieult tg arrange for the admission of
new members during the currency of the decennium.  Either they have to pay
up the same number of instalments on shares that have heen collec’ged from other
shareholders up to the date of their admission together ‘ -

senting their share in the profits accumulated up to date, or they start to pay the

ordinary instalments similarly to the original members, and at the final * distri-
bution would have to.submit to a proportionate reduction in their bonus. The.

- .forme;; Plan, which is actually employed in the Punjab, seems to us’ to tend to
keep-‘put Poorer members ;. the latter implies moré difficult actuarial caleulas -
tions at the end of the decennium than fhe ordinary rural society can undertake. .
Other ways 9339‘.@8{911‘3 of the difficulty are to make up the siccounts dhnua,iuy,!"! |

- or to windup. the societies. and "restart "’ them -on a fresh ‘system. Thirdly

the, old- Panjab ‘byelaws and the Burma byélaws allow shares to be. withdrawn
at the end of 10  years. .. Such;: shares. should mormally ‘be-set-off against loans -

eutstanding, or bg

R
1

efunded jin. cash; and; this point might be taken up

. when the 10 "57‘3.'9;1'3""I"‘Ql‘ibaé.f'bﬂ;égiﬂs“'~t0' fall’ in... Fourthly as the number of - :‘
istribution of the
increases, the
4 end to bhe less -
Y _on s take place, the situation must, we',
‘', think, be accepted, in view of the greater - consider\atipn‘ which is due to the '

shareholders ;perma,pgpﬂ'y‘é “entitled . to a share' in the-

‘annual profits in  the Punjab, Burma, or the United Provinces,
, value of the dividends received by 'the . Inter' shareholders will ¢
; 'than those received by the eaxlier.. Should4his talke ',;plzgce,.

ot pieneers in such societies. S ‘

with a premium repre-

" agricul o8
IR la?w does not specify definit

' No difficulties have
.ghould suggest that it

. jts creditors, this de
' "récoverable by a serl
" ‘members being forbidden. ' ,

::hﬁﬁﬁl?;ﬁ?ity of a society is intended to imply the liability of the whole of

. the prope
" Some of th
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45. Although we have not found in agricultural societies any marked tenden-
cy to inflate dividends, we think it right
that in all ordinary cases a maximum limit
should be fixed, so as to prevent the meglect of co-operation in favour of indi-
vidual profit. The maximum may suitably be the ordinary rate charged by a

Limitation of Dividends,

. society on its loans. In the case of the quasi-annuity purchase shares

such as are found in Burma and the United Provinces, the fact that
all the profits accumulated in the ten years go in their entirety to the
society’s Reserve Fund is enough to keep ouf dividend hunters. The United
Provinces has fixed a maximum to the quasi-annuity distributions to be made
after 10 years. On the grounds that such distribution partakes far more of
the nature of an annuity than of a dividend and that existing socictics are as
yet only experimental, Burma has fixed ro limit. Steps will doubtless be
taken to do so, if after the financial results of a number of such societies are
known, such action seems necessary. In the Punjab, insomuch as ‘three
quarters of the accumulated profits of the ten years’ working are divisible
in bonus shares, the arguments in favour of a limit on dividends will apply.

46. We may note that it is a not uncommon practice to obtain shares or
' s instalments of them by deduction from
i loans granted to members, and it is some-
times urged that shares should be contributed senarately from savings instead of
by such book transactions. We recognise the force of this argument, but in
practice most members join societies in order to borrow, and if compelled to
make cash payments for shares would be driven to the money-lender to find the
money. When the loans, from which the share value has been dedgcted, are -
fully repaid, the shares are in fact paid up from the members’ own profits, and |
we would therefore permit the maintenance of the practice, which is moreover

‘Iledactéo}z of Shares from Loans.

that found in force in many parts of‘the‘ Continent.

¥

SR 47. We may observe hure that in agricultural societies, whether with or with-

out shares, the unlimited form of Hability
: is almost exclusively in use. It was held by
Sir Edward Law’s Committee of 1901 to bethe form: of _]jability best §uitéd. to .
aericultural societies, and under the existing law  an agricultural credm‘soclety
n:ust, in the absence of the special permission of the Local Government, be

Unlsmited liability.

" Jased on unlimited Lability. With a few isolated exceptioris all the primary
N .

cuval credit societies in Tndia are societies xﬁth unlimited liability. The
ely the character of the liability, nor have we any
‘ before us to show the interpretation put upon it by the Courts.
data hitherto arisen in connection with the enforcement of this
hereafter be found necessary to define it more clearly we
should take the form of * contributory unlimited liability
that, where there is a-deficit in the engagements of a society to.
eficit should, after the full payment of shares .(if any), be
ies of per capita levies upon the members up to the full

Jiability, but should it

that is to say

T A v, dir dings by a creditor against individual
tent of their property, direct proceeding by ga !
sxint of Ghelr PO  Hitherto it has been generally understood that the

rty of the members of a society for the debts due by the society,
e‘]_és;" well-informed membezjs are under the impression that it entailg

N :
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the liability of the whole of the property of each member of a society
for the debts due by the other members to t'he, society, but the practical
difference between the two aspects of the liability is perhaps less than might
at first sicht appear, and in any case the members of societies when they
think of the Yability at all appear ordinarily to think of ¢ merely as unlimited
and to accept it willingly as such. We have not found that the adoption of this
form of liability, where the safeguards against loss are properly understood,
has any appreciable effect in keeping out the richer peasants, nor have
we met with any demand for the substitution of a limited responsibility.
The unlimited liability is not understood to involve any obligation against the
alienation of property by members, aud although the material basis for the liabi-
lity is thus rendered somewhat fluctuating and indefinite, we do not consider that
an arrangement which would in effect impose a definite charge on all their exist-
ing property would be cither practicable or desivable. The unlimited form of
liahility as it now stands has, contrary to the anticipations of many, been unreserv-
edly accepted by the people, and we have evidence before us to show that it con-
stitutes an important factor in the confidence reposed on societies both by the
central institutions inside the movement, and by the Joint Stock Banks ontside
it. We see every reason therefore for adhering to the principle that agricul-
tural credit societies should be societies of unlimited liability, whether they are
with or without shaves. In either case the nltimate liability of all the members is
in the last resort unlimited, and the advantage of share capital is that, if in case
of liguidation the share capital is sufficient to meet any deficit that may be
found to exist, there is no need of any further levy to meet the liabilities of the

society.

Deposits.

48. Our returns do not distinguish between loans and deposits derived from
Small proportion of deposits hitherto non-members, but it may be presumed that
obtained. the bulk of tie funds coming wunder the

double head ave deposits. On this presumption the total figures for deposits
PR from members and non-members together

|
wle | oot in the various provinces are as shown
. in the margin. Though we recognise that

Percentage
Province.

Madrag

|
| su 91
Bombay 1 830 ! wo  difficulties may be met with in cases where
Bengal [ 851 18 societies are very backward, we consider
Bibar and Orissy { s %% that in most places there is no other
::::;Pmmm i 36‘: t ;Z method of tapping local capital. Such
Bormn i - ‘ s deposits imply thiift in the villages
Central Provinces S »s  form good lying money, and they
Assom - ; %0 tend to interest in the management of
:Z:fr - ‘ ::i | ™' the society auseful body of men who stand
Total British Intis 1o T0H | wo _ as sentries over their own deposits.

— We consider therefore that, subject to
precauntions to be mentioned hereafter, it should be the aim of primary
societies to get as much in the way of local deposits as they can. At
present agricultural societies, except in the Punjab, have succeeded to g
very small degree in obtaining such deposits, and in few things is the
finance of co-cperation in India so markedly distinguished from that of
Western Burope as in the small proportion of deposits held by primary

P
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societies. In Germany, more than 87 per cent of the working capital of the
Raiffeisen societies consists of deposits, while in India the corresponding
percentage is 18 only. It must he remembered however that cven in
Europe deposits came in slowly at first, and in India we are still at an early and
experimental stage. The rates that can be earned by commerce or private
money-lending are often high in India, and the system of depositing is still a
novel idea among the agricultural classes. At the commencement of a society
it is desirable that deposits should be attracted only by confidence in the society
itself, and it is scarcely fairto ignorant and illiterate depositorsto hurry them
into making deposits before the society has well started work and shown itself
trustwvorthy and competent to deal with this class of business. Buy when
a society is fully established on sound lines it may very rightly do all that it
can (subject to any limits that may bhe placed on its total borrowing power)
to obtain such local moncy as is available, and unless as the movement
progresses there is a substantial increase in this class of deposits it will have
to be confessed that co-operation has failed in one of ifs main objects.

'Such deposits are generally made from money which otherwise would be

idle and often from the hoards of the peasants. No attempt should “however
be made to draw deposits from areas scrved by other societies or from an
outside clienttle which would patwrally send its funds to Central Banks.
Deposits should be strictly confined to men with local interests, and if deposits
from this source arc larger than are needed, the balance should be forwarded

"to a Central Bank ; it being understood that the Central Bank will in its

turn support its primary societies in their dealings with local depositors.
We have found cases in which rural societies have been prevented by the
influence of Central Banks from offering sufficient inducement to local deposi-
tors, but we consider that so long as local money only is taken, a society is
justified, especially at the beginning, in offering such terms as may secure it
the capital that it wants,

49. Of the deposits received about half ave obtained from members, the
Members deposits.  Compulsory deposits  figures for the various provinces being as
not resommended. shown in the margin. In order to tempt

members to deposit, it is in our opinion justifiable (though we find this seldom
done) to offer slightly higher rates on their deposits than on those of

Percentaze of  NON-nembers, the maximum being the rate

———

Province. deposits receiv‘ed . . .
from menbers  charged by the society on its loams. It is
e i - ) »
Mo B al tiune that such a course may mnot in
Boubny - - o % some cases seem to beto the interest of nons
Bihar and Orissa 32 .. ;
United Provinees » deposiiing members, but as the intlow
un j s L e eer .
. e b 51 . . !
?2‘5?331 Provmews L | % of local deposits improves the general
saxn . .
ﬁ;oregt S | 4 credit of a society, the members as a whole
jmi o . aen 2 )
Average for Brifish Indic .. 1 40 are bQDEﬁted-

A certain proportion of the members’ deposits consists in some provinces
of compulsory deposits which the members are required to make at stated intervals.
These differ from compulsorily subscribed shares in that they carry no Hability
and their interest is secure. 'The justification of such deposits is found in the view
that thrift should come before credit ; but in practice almost all members join fo

porrow and have at first no money to deposit. As a means of inculeating thrift

17
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and building up an owned capital we consider lhat small 1nsl;alment shares
are preferable to a compulsory deposit system.
50. The periods for which deposits are received mustof course vary, and no
Term of (leﬁ()sﬂs should not ordinarely detailed statistics on the subject are avail-
be less tham one yeaf. able, but the term most commonly employ-
ed in India is probably one year. It would doubtless be convenient if deposits
fixed for even longer periods could be secured, and to obtain them higher
rates of interest might suitably De offered, but in view of the fact that yearly
deposits in agricultural socicties are so frequently renewed and of the relations
subsisting between the socicties and their central banks, the receipt of long term
deposits is not of such marked importance in these primary societies as in the
higher stages. We have come across cases in which societies take deposits at
call and open current accounts ; but although the accounts are mo doubt a
convenience to the people, the trouble of keeping the accounts and the risk

attending this practice make it advisable in our opmlon to drop current
accounts altogether and to p10h1b1t the receipt of deposits at call in all pumal y

sometles, ab least for some time to come.

51. There are indeed only two cases in which we would approve of depar-
tures from the rule that all deposits should

Two exceptions—Short term deposits be fixed for not less than one year—~(1) In

Jor temporary accommordalion an’l '
savengs deposits.

often useful to mest demands for loans

at times when central banks are not giving out funds, and we see no ob_]ectmn
to such. deposits for not less than a month, p1ov1ded that they are made
repa\yable at harvest or at the season when the society anticipates that most
repayments will come in; (2) the second exception that we would admit to the
rule is in the case of savings deposits, when small sums within strictly marked
limits are taken and dealt with on lines similar to those of the Post Office Savings
;- Banks. Savings deposits have been tried in the United Provinces, Burma, and

Bombay, and are contemplated in Bibar and Orissa, and their value as a means

.of eneouraging thritt is so great that societies must be allowed to maintain

them. 'There is of comrse the danger that if a soelef,y undertakes to meet -

demands at call, cash in hand must be .maintained and this involves a
risk of misappropriation by the socmay officers. But we have found that
-cases of the malversation of such funds are of rare occurrence, and
think that the difficulty might be met by arranging to keep a cash
balance with a central bank and requiring a few days’ notice for every
withdrawal. The rate of .interestAmight be left to local decision, subject
to the control of the Registrar, inasmuch as it is not the rate of interest so much
as the opportumty of depositing and the assurance of prompt repayment
that will attract savmors N on-members also should be allowed to open accounts,
in order that full use may be 'made of the opportumues afforded for thrift.

The. only possxble objection to the opening of szwmgs accounts in co-
operauve societies is the fiscal ob]ectlon that by competing wnh Post Office
Savings Banks these accounts would deprive the Grovernmon* of existing or
prospectwe resources. We understand however that'the Post Office Savmgs

Banks were startel with the view rather of encouraging thrift than of
‘raising resources. They have hitherto to a large extent failed to . attract

f_,de:po\sitors from the agricultural population, and we do not consider that
[,Go‘ve’i'nment‘ would be justifird in closing against agriculturists all other

the first place, short term deposits are .

o w1th accor:
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avenues to thrift. The conjunction of savings deposits with the system of
co-operative loans is a most important factor in co-operation in all countries,
and the Indian legislation on co-operative societies is expressly stated to be
based on the desire to promote “thrift and self-help among agriculturists,
artizans and persons of limited means.” The co-operative societics will
fmmsh to agriculturists a safe method of investing small savings in an

institution at their own doors which is managed publicly by persons ‘whom
they know and for objects which they can see and test, and such savings
have proved in other countries to constitute good lying money. It will of
course be recognized that owing to account and resource difficulties only a few
societies will at this stage be competent to undertake this class of husiness. We
believe, however, that when once well started the co-operative societies will be
used by agriculturists for their savings far more freely than .any Government
institution can ever hope to he used, and that their use will be attended by far
greater economic advantage to the country, and probably also by greater ulti-
mate revenue to Government, thah any likely extension of Post Office Savings
Banks. In Germany forinstance the increase of deposits.in co-operative savings

‘Danks has been found to be accompanied by a corresponding increase in deposits

in public sivings -banks.* We hold thatthe people and the Government

" bave everything to gain by the institntion of as many openings to thrift as

possible and we think that no obstacle should be placed in the way' of free
competition between official and non-official aoenmes for encouraging savings.
We recognize however that there are valid obJeotlons to the use of the term
« Savings Banks” owing to the risk of possible confusion with the Post Office

Savings Bank and we think that deposits of this. character in co—operam?e msm- '

tutions should be termed Savings Deposits * and not. ¢ Savings Banks Deposus. .

52. Exceptin the Punjab there is at present little temptation to

me to borrowing,_and its éffect societies to borrow an excessive amount

o om deposits.” of money in the form of deposits. But
deposits f,rom ‘the pubhc'or in that' of loans from the Ceniral ‘Bank, is

Union or Central Bank, subject to the B.eglstmr s control,: to assess & deﬁ

' mte sum as the limit of the borrowing power of a society.. The manner in

thh this limit should be assessed, will he explained in pamora,phs 140-1.
below and it will suffice here to- ‘explain - that the sum fixed as - the limit

'will apply to the total bonowmgs of the socxety mcluswe both of 1oans .
R and of deposns. ; o

. . Loans from Central Banks W111 only be resmted to w hen the soclety:
g has no other funds with which. ‘to make loans to its members. Deposits, on
the other hand, may be offered at any time, and such offers will be dealtaz‘g:-:
ding to clrcumstanees in one -of the'three following methods &~

Lz) If they do not exceed the loan requirements of members and are Wlthmf

:’? a soc1ety 3 hch borroWS with undue freedom,  whether in the form of

© likely to find itself i dlﬂicultles, ‘and for this reason it is- mcumbent ‘on the |

proN

\4 i

the borrowing capacity of the sooiety, they will beaccepted and used inloans fo

members, either dn-eetly or by paying off money wlneh the somety owes to the

Centml Bank . , .
(u) It they“’exeeed sucb requlrements a.nd are stlll Wlthu; ‘the bc)nowmo' -

powers of ‘the ‘society, they will ‘be; accepted, and the Surphls whxch is not

‘ * For thepractice ""8‘“"‘1‘ °°~°P°rative !a.vings banks in Europe, wé would refer to Ohupm Vl of Mr. Woit’s
Co operatwe nkmg, ) ‘
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required for mecting loans to members will be forwarded to the Central Bank
for deposit. In view of the great importance of attracting this local money
from a class of depositors which understands agricultural finance and is little
subject to panic, the Central Bank ought, in our opinion, to be prepared to give
to socictics a slight privilege in its terms for such deposits, accepting them as
far as possible in priority to others and granting for them a slightly higher rate
of interest than to outside depositors. The sacrifice which the above procedure
entails on the finances of the Central Banks, is one which those banks may, in our
opinion, properly be called on to bear, as they will benefit from the prohibition
which we would impose on socictics against interlending otherwise than through
the Central Banks, and as it is in any casc the primary duty of the Central
Banks to support the interests of societies. The money would be deposited
by the socicty in the Central Bank for such periods as the Central Bank
coxsiders advisable in view of the possibility of future demands on itself, it
being always understood that if the deposits cannot be withdrawn to meet
further authorised loans to members the Central Bank will, if necessary, issue
loans to the socicty to the required amount. The deposits so far as the original
depositors ave concerned must be regavded as deposits made in the primary
society and the society will be responsible for their repayment, but the Central
Bank will, under the arrangements deseribed in paragraphs 82 and 155 helow, be
bound to hold liquid resources available for meeting the additional responsibility
undertaken by the society, and the Central Bank will at the same time be
entitled to notify to socicties in advance their inability to take over such
deposits.

(i¢i) In cases where the acceptance of deposits offered to a society will
cause the society to exceed the limit fixed by the Registrar for its borrowing,
and in cases where the society has been informed by the Central Bank that
it cannot accept deposits, the deposits even though local in character
would have to be declined and the depositors 1efel1ed to some adjoining co-
operative institution.

53. An illustration may be useful as showing how the procedure would
work in practice. Supposing that the
Central Bank has assessed the credit of
a society at Rs. 5,000 and that the Registrar, after considering the lapses
discovered at the last audit, fixes the limit at Rs. 4,500, this limit of
Rs. 4,500 represents the sum which the horrowings of the . society whether
s deposits from the public or as loans from the Central Bank, may not
exceed. At a certain date the society has Rs. 2,500 out on loan to mem-
bers, Rs. 1,500 of which has been obtained by deposits and Rs. 1,000 by
a loan from the Central Bank. It can therefore borrow another Rs. 2,000.
The actual additional requirements of members a month later, when the
cultivation scason is near, are estimated at Rs. 800. The society borrows
this from the Central Bank, and then owes Rs. 1,500 to local depositors and
Rs. 1,800 to the Central Bank. It subsequently obtains another Rs. 2,100
in local deposits. With this it pays off the Rs. 1,800 due to the Central
Bank and deposits the remaining Rs. 300 with the Central Bank. It then
owes Rs. 3,600 to -local depositors and is owed Rs. 300 by the Central
Bank. Later owing to a cattle epidemic the society requires Rs, 1 ,300 for
its members, and after a general mceting applies to the Centra] Bank for
this amount. This exceeds its remaining bmrovnng power by Rs. 400, but

An illustration of the above.
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in view of the fact {hat the Central Bank holds Rs. 300 from the society
on deposit, and of the special urgency of the case, the Central Bank agrees
with the Registrar’s sanction to raise the credit of the society by Rs. 400
and lends that amount to the Society. Later a local villager offers to deposit
Rs. 2,000, but as the society has already accepted Rs. 3,600 in local deposits,
the society can now accept only the difference between Rs. 4,900 and Rs. 3,600,

" i.e., 1,300 out of the Rs. 2,000 offered, and this it fakes and with it pays off

Rs. 1,300 to the Central Bank.

54, We find that in normal times deposits are repaid as a rule with

Repayment. of Deposiss. commendable punctuality by agricultural

societies, and even after the present war .

broke out, these societies have with very few exceptions been able, with the
help, where necessary, of Central Banks, to repay promptly such depositors as.
claimed withdrawal. The class of depositors in these societies is in close touch

- with agricultural affairs, understands the difficulty of making repayment in
‘times of distress, and can generally be induced to consent to a temporary

renewal of their deposits. We have eonsideréd a suggestion that all deposits

"ja,c.cepteid by societies should be. accepted on the express oondltlon‘ that
- -yepayment may in timesof famine or stress be deferred at the discretion
“of the society, but although we recognize the additional security which

this condition would confer on societies and see no objection to its adoption

‘by any society which feels itself in a Position to obtain adequate deposits on

these terms, we gather from those whom “we have consulted on the sub-

‘ject that the condition would ordinarily interfere with the free receipt -

of deposits at reasomable terms, and we should deprecate any gemeral
enforcement of a -condition of this kind. So long as deposits in an agricul-
tural society are Lept strictly local and are not taken in excess of their bor-

~{.1owm0‘ 11m1ts, no difficulty should  be encountered in refunding them on matu- .
Lty "We would however'in this connection suggest that every opportumty
* should be given to deposxtors to' make themselves acquainted with the cir-

umstanees of the societies which hold their. money, by attendance at meetmos -
and examination of accounts, as by .this means their sympathy is enhsted and ,
the socmty benefits by an additional check on its manaaement. ERI '

55, We have founfl in some areas a certam amount of indulgence
| as regards the 1epayment of long term'
~deposits befcne the expiry . of their
terms, the money being repaid on the request of the depositor’ with. interest . -

Réﬁag/mmt &e/ore due date. -

. .to date. Itistrue that atthe commencement of a society and in order - to
- attract local money there may be - something to be said for. such a pravtme, 2
but if extensively adopted, it must necessarily upset the forecasts of the neeil& ‘

of societies upon which the Central Banks arrange . their finances. The Ina&% :

 tice asrenmds such repayments in Joint Stock Banks in this countxy appears
'~ tovary, some of them repaying at a discount, others 1efus;ng pa,yment a,lto- v
-gether, .and . others repaying capital without interest or with interest’ ‘at
~ reduced rates.. In co-operative societies we consider - that such rep&Yments
_should only be made at the convenience of the' society and for exceptional rea~

sons, and that: there should always be a8 substa.ntlal reduct;on of interest on'
. any sums: 90 repa.xd R e .

18
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Loans to Societies.

56. The loans received by societies can be classed according to the follow-
ing main heads: (1) loans from Govern-
ment, (2) loans from Central and Provin-
cial Banks, (3) loans from other societies
and (4) loans from private individuals or institutions, and the income under the
first three of these heads according to the last balance sheets is approximately as
shown in the margin. We shall speak
later of the first two and shall here touch

Loans from cther societies and from
pricale sourees,

Souree. Lukhs, ,
on the last two only.
Government .. 787 The loan of money by one society to
Provineial and Central*Banks 216°80 a]lOthel‘ l'e(lllil'(’s the SPCCial Sanction Of
Other Socictics .. 2243 . . -
the Registrar under the Act, and we think

it important that such loans should rarely,
if ever, be given exceptthrough the medium of a Central Bank or Union.

Unless the societies are in this way tied to particular financing centres, there
is a risk of confusion of liabilities and the Central Bank becones unable to

forecast the calls likely to be made upon it. Even when a society is not
affiliated to any Central Bank or Union, we think that the Registrar should
not allow any such loan by or to it except through some existing Central Bank

.or Union.

The amount of loans by individuals to socmt]os is not separately kno'vn,
heing amalgamated in the returns with deposits made by non-members. The
distinetion between a loan and a deposit for purposes of agricultural societies
is so unimportant that we see no reason for classing them separately, and con-
‘sider that the receipt of such loans should be governed by the same principles

as apply to the receipt of deposits.

Proportion of Capital owned by Sociclies.

57. Even after excluding membezs deposits, the proportion of the capltal |

owned by societies in India-to the total
| Tmmommoorowsn L oing capital is 22°3 per cent, as against

CAPITAL ON TOTAL
] WORKING. CAPITAL.

~ Province.

Thembere ,{Hﬂ)“’,‘l&’?. s Camini «
member” | wmien’s of Germany. It is in our opinion most:
- e e advisable that the growth of this form
':(::,: T o I:Z . ;03 of capital which conduces so greatly to &
pengals - e+ wd o aas | wa . the financial stability of soclet1es, should
narwioums .| 87 | we  be encouraged in every way, partly by
| nited Provinees wlome o doam the issue of shares, but chiefly by the build-
| ;:::) “b ,' ::: | ::; " ing up of reserve tunds;’ with the help of
Central Provinees | ss | s, alarge margin of ‘interest, and we have no.
| Asam Wl s | e sympa,lhv‘ Wlth the view which has in
Cocms e gy o ®e @5 ope provmce been ‘put before us, that this |
R N W12 class of income should be discouraged as .-
- Total British' Tndia .. 223 i tendmff to make socicties Prematurely ine

uependent of control. The ex1stmg ﬁoures for the different provmces of "nd:a‘ »V

are as shown in the margm.

tlmt have been wmnted in Bombay wou’ld probably be found'ﬁseiul lst.whéi-e

T T . 3-8 per cent onllyr in the Raiffeisen societies

":;;adc)pted :
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EMPLOYMENT OF CAPITAL,
Loans to Members. C

58. In granting loans it is necessary to steer be '*éen two dangers. On
the one hand, if oans are not given with
, fair promptitude, ‘thereis a danger that
members may be compelled to revert to the money-lender. On the other hand
if money is left in the hands of any official of the society for the purpose of

ﬂ[eeﬁug wrgent demands.

meeting emergent demands, {here is a danger of peculation or misappropria-
“tion and ‘consequent damage to the 1eputa,t10n of the movement. In owr

opinion confidence must be reposed in a society’s officials and a certain

~amount of risk must be run, but the risk should be reduced as much as pos-
“sible. Loans required forthe agricultural year or to meet seasonal - agricul-

‘tural demands should in our opinion be distributed at one time, so that

~sudden and isolated calls for money iay be as few as possible. ~ Such special:

calls should. as far asis feasible be dealt with in the same way as other

';1oans by ‘a ‘quorum of the Committee (of not less than 3 in number) and the

decision should always be placed on record, but very urgent calls will sontetimes
. occur {as £or instance to meet funeral expenses) which cannot.be dealt with
; suﬁicwntly ‘quickly by the ordmary procedtue In such cases a chairman
“might be willing to advance the money temporarily himself, or migh¢ be able to

‘raise it on loan or deposﬂ‘. from a member or local’ money-lender, but when this
s not the case, we think it Jushﬁahle, if proper precautions are taken, to allow.
- a selected official of a socwty, such as the chairman; to give out. loans from .
“the society’s funds up to a moderate maximuni on his own authority sub;ect to-
) subsequent confirmation. This power should be confined withih narrow limits,
s it will entail  the maintenance of cash balances. To secure their éafe
' Keeping: special “arrangements may be made as now with Government trea-
S;}'surles or yolwe statlons ng places whew ‘these are close at hand. But there
g.;wﬂft alw&y remain cages, where 10 such speclal facilities exist and in Wlnch
“the Toeal: oiﬁmars of socleiues must be resPonsﬂ)le for' the. custody “of the  finds. -
~When larﬂ*e loans are 1equued they -must. be, elther taken from thé Central
. Ba,llk or Wlthdl’a.Wn from the Pest f)ﬁice v '

59 As we lave noted in- par agraph - 52 aborv the. tatal bom-on ing .

."ésessment ty‘ mem&er‘s cre{laf - powers. of a SOClety al'e fixed by. the

Lo . Central- Bank anﬂ the Retnstrar and the -
s amount whmh the socmty can gwe out on loan . is: necess:mly determmed .
‘by this hnnt - But apart flom the. hmlt S0 ﬁxed, Jib s necessary that’ the
society 1tself should . underta,ke, on' 1ts own behalf ‘the fixation {7) of a lumt‘*
"p v to wlnch the membels as a body are prepared to pledge then' hablh.t

Central ".B;m _,})e;fq_ré he' 1a.tte1 mesées4£he total bomom Do

: _ctlcally every provmce 1t is now-. fhe ﬂufy of the G eral-
& Meeting o ‘“a. yeat | to ﬁx the hmlt up to Whlch the C’Oﬂ) 1ttee’ ’mhy
its 8

v
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Bank being based on separate considerations are not necessarily identical. If
the Central Bank’s assessment is less than that of the General Meeting, the
borrowings of the socicty must of course be limited to the amount assessed
by the Central Bank. If, on the other hand, the Central Bank’s assessment
is the lareer, the Committee may borrow up to the amount already sanc-
tioned by the Geneval Meeting, and may also borrow the balance if it
obtains for this step the sanction of the General Meeting.

(6) The nccessity for fixing also the limits up to which individual
members should receive normal eredit is due largely to the fact that in the
absence of such a standard thereis a temptation for the members of a Com-
mittec to sanction larger loans for themselves and their {riends than is
cquitable. Tt is true that the limits for loans to Committec-men might be
fixed in the hyclaws, but such byelaws might casily be evaded. Much may
be done by publicity and constant inspection to counteract the tendeney in
question, and the fact 1hat members of the Committee obtain excessive loans
should be regarded as a blot on the management which will impair the
credit of a society, But the most effective method of meeting the difficulty
and one which is useful also in other ways is the system of assessing the
maximum normal borrowing power of each member. A system of the kind is
in force in several provinces, and as societies get more firmly established should,
we think, be extended everswhere. What we suggest is that the annual
General Meeting should fix the maximum normal credit for each member for
the following year. This would be fixed after a consideration of the ordinary
requirements of his occupation, his earning capacity, and his character ; the
carning capacity being estimated primarily with refercnce to the remfal or
revenue, if any, paid by him and the value of his property. This maximum the
committee would be forbidden to exceed on its own authority. Where cases
occur in which additional sums arc required to meet a famine, to discharge old
debt, or to release land from mortgage, a speeial reference would have to be
made to the General Meeting.  While societics ave still in their infancy and
largely occupied with thesce abnormal loans, the fixing of normal standards
would De difficult. But as these special needs disappear and demands approxi-
mate more frequently to the nor mal—as is usually the case in Europe—a
standard of this kind will be more casily applied. It will of couse be clearly
understood that a member is not entitled as of right to oblain the full amount
fixed, the standard being merely the maximun limit beyond which the Com-

mittee may not go on its own authority.

The procedurc may be illustrated briefly as tollows. The General Mecting of

the society decides to limit the borrowing power of the Committee inclusive of
revious borrowing to Rs. 6,000, but the credit assessed for the society by the
Central Bank and Registrar is limited to Rs. 4,500. - The Committee may thus
without further sanction from the General Meeting borrow up to Rs. 4,500. If
the sums fixed by the General Committee and the Central Bank had been (say)
Rs. 4,000 and Rs. 4,500, respectively, the Committee might borrow up to
Rs. 4,000 without the sanction of the General Meeting, and could with the sanc-
tion of the General Meeting borrow another Rs. 500 without farther reference
to the Central Bank. The General Meeting would in the meantime, have
fixed the maximum normal credit of member A at Rs. 500, of B at Rs. 300
and so on: and the Committee would not be entitled to give more than
Rs. 500 te- A or more than Rs. 300 to B without the approval of the General
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]

Mleeting. The total of their individual maximum normal credits would not

bMear any mnecessary - relation to the sum fixed by the General Meceting as

t he total limit for borrowing, but or dinarily as a matter of convenicnce
tthey would somewhat exceed that sum, as all the members would not be
expected to meed the full amounts of their maximum normal credits.

60 Loans are gwen in some parts of the countly oIl Promissory notes and
in others on bonds, and doubts have been
| ‘expressed as to the class of scourity
’WhlGh should ordinarily be adopted. As regards the distinction Detw cen the

Pro—botﬂs aml Pass-Books.

,' ;‘two forms of security, we understand that a pro-note differs from a bond in that
L(1\ it must be unconditional, (2) it must specify a certain sum, (8) it must

“spe cify a sum of money, (4) it is ordinarily negotiable, and -(5) it constitutes a
‘ Pm’ mise to pay and oral evidence cannot be adduced to prove that- ‘money, which

. unc ler it must be paid by a certain cate, need notbe paid until a later. date:

Assraming that the above differentiation is correct, our view is that if the terms

" of lo ans to membels ate clearly recorded i in the byelaws, the minutes, v else-
uwhere the pro—note Das advantages over the bond. 'We do not think that the
powe; Yeserved B demand pro-note of 1ecove1mg at will is likely to deter mem-
' bers from bonov
“tion Dest undelst\,,,;»

g, and on the other hand the pro-note is the form of 0b110'a-
| by outsule banlxs and the. form which has ordmauly to be-
adoptt‘d by sometles in bonowmo from Central Banks. Bllls are the means:
s#gsually adopted in Europe, and thoucrh societies WOuld n practmc find it 1mpos-‘ )
‘gible to call in loans in bad yeals in this country, it'is always well. 1. have the
power to do so. In some parts of the country as in Burma the pro-note represents
‘ the ordinary bazam' practwe, and as the movement extends' and cash credits to
md1v1dua1s mcrease, thc p1o-note will become the fo1m of obhoatmn natumlly

adopted by'socwtles C

e 613 m‘ost a*tfeas, wnh fhe exceptlon of Burma and parts of Bombay, it
'is the mile that each member sho‘uld have B, pass-book showing his’ borrowings
~and payments in ledve** ffox'm, and we' eonsuler this’ to be & proper arrangement -
Whlch should not be- abandoned although ‘in: pa.rts of the country, such ass :
‘' Burma, where the popul&t:on is generally lltemte we' Lhay' if‘QIV%thP same . -
sufﬁcmntly attamed Dy affixing, in a prominant = C L ke e b]ect; :

ment of the amounts held on 10a i ety PLBCE m th;‘f vma,ge, . state-

-

addmonasl advantage’ of ~acqri%i by each member,——8 system “which has the

{When Pass"bOOkS aré - ‘used, Jainting ‘the membery’ with each other’s loans. .

- principles of 'Co- CPemthn S5 it might " be of service. if amnote of the majn
; the cover of- these bOOLSw 0 (See paraglaph 30) ‘were - prmted on. the mmde of

gve have l iound members allowed to bolrow Wlthou

Z,a@ds to ou: s/lare/aold"
bemg reqmred to take shares or bem

, ly found“ 1:80( ; d e
vert heless éeﬂ?or!s ’should m oﬁr\ pi
50
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we suggest that some fair means of effecting this object should be evolved iin
consultation with the societies.

62. In the Government of India’s Resolution of 1914, it was explaine(t‘l
Objects of loans. that it was impossible to insist on the

restriction of loans to productive abjectss

and the circunstances were stated under which wnproductive loans were per--
missible and indeed advisable. All that we would add is that precautions should:
be taken by societies in such cases to see that the expenditure is inevitable and!

that it is not excessive in amount. We have no general statistics regarding the};:
objects for which loans are given, but from those published in some of the pro-
vinces it may be gathered that the chief objeets arc usually cultivation expen:
- ses, the purchase of cattle, the re(’jij‘»}?}tidn

PLRCENTAGE OF TOTAL AMOUNT

| O rormE GuEN FOR of mortgage and the payment of | old
— et en | Payment N Tl 5 LI .
Cueation | Poschase | FUfLE dd)t,.\\ hile among the subsidiary ob jects
| . mentioned are the payment of land reven-
. ue, the holding over of grain . a fair
y . 6 1 44 : .
Madras . - . " N market, purchase of fodder, personal main-
Bengal . oy -
Bitor ond Ories o M " o5 tenwce, ceremonial expenses, litigation,
Punjab .. 9 0 | purchase of implements, trade, edujcation
Asm . I = » and the like. As regards the holding dver of
4l Provinees . 24 LY 4 . L. . .
Central Provinee - ; grain for a fair market, we consider this to be
Coorg 6 ? .y . .. e .
e o . 9 within limits a legitimate object for a loan,
but if advances are made for buyag up and

w“ile:t;( i’unjuh the percentages are of the number of loans.

holdine over the erain of other persons be-
fw) = .

ides the horrower, they should be treated as loans for trade ; and both in these
cases and in cases where they are given to enable peasants to secure reasonable
prices for their own produce, the period of such loans, in accordance with banking
practice, should be strictly limited to (say) 3 month. Tn some provinces much of
the money lent ostensibly for payment of land revenue, comes in reality under
this head, and no small part of the remainder of the loans advanced for payment
of land revenue is in reality for objects for which funds have been used that would
othierwise have heen available for land revenue. We would add that too much
should not be expected rrom co-operation in the way of assistance to eXpensiVe
improvements in land, such as masonry wells an d large emb.ankmetns, as the
investment of money on such objects can only be 1'000111?et1 ina long term of
years, and it isat present ordinarily impossible tO' provide loans for a term
exceeding 4 or 5 years. For the finaneing of such 'lmprovements recourse must
ordinarily for the present he had to advances 1’1'0‘1}1 Government under the

)

Land Tmprovement Loans Act. X

[

63. From our examination of societies we gather that as a rule little care
is taken to see thati loans are used for the
objects for which they are given. There
are indeed rules in most provinces allowing the recall of loaus for misuse, and in
some provinces the borrower may be made to pay penal interest orto undergo a
fine. Mt has also been suggested to us that the Committee of the society should
be made responsible under the byelaws for any financial loss that may occur to
the societ\y\ from their neglect to take action in such cases, and it is up00 +hat
a rule of tﬁg kind though it would seldom he enforced would havﬁ,&l‘."‘l‘mellent
effect and stréngthen the hands of the Committee. Whether a provision of this

Recall of loans for mususe.
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character be adopted or not, we would advocate the strictest enquiry at inspec-
tion into the proper use of loans, and any remissness under this head ought to
affect adversely the credit of a society.

GL. The ordinary practice in India is to fix the period of loans at the
time when they are sanctioned, and this

The periods for ”Z’ﬁe’fj‘ loans should be  \ve think to be correct. In one provinee it
geeet. 1s customary to fix the nominal term at one

year and to allow extensions up to 5 years provided that one fifth is repaid
annually, but this system is rightly being abandoned. No special prineiple
can be laid down for determining the period of non-productive loans, but as
a rule they should be for short periods not exceeding two years. Inthe case of

Jloans for productive purposes, the period should be long enough to allow the
“borrower to make repayment from the proceeds. It istrue that the amount of

the loan and the circumstances and repaying powers of the debtor are factors
that must be taken into account, but excessive dependance on these cons
siderations opens a loop-hole to favouritism, and it is important to arrange
for the adoption of a standard by which societies should regulate their loan.
We find that in Burma the subject is regulated in the byelaws. loans*being
classified as :—(a) Loans for seed, food, cultivation expenses, or cattle-fodder,
(b) Loans for purchase of carts or cattle, for Jiquidation of small debts, and
for house building, and {¢) Loans for liquidation of large debts, purchase or
redemption of land, or expensive improvements of land. The first class must
be repaid immediately after the nextensuing harvest ; the second in 2 or 3
years; and the thivd in 3 or 4 years, The committee is left no further dis-
cretion to vary these terms at thetime of granting the loans, but has authority
in exceptional eircumstances to sanction an extension up to one year when the
time for repayment arrives. We consider that a somewhat similar classification
of loans with similar standard maximum periods might be incorporated in the
byelaws of each province} the Committee being empowered to fix longer
terms, at the time of granting the loans, for special reasons only, and it
should be held an important part of the duties of supervising officers to see
that good reasons exist for every departure that has been made from the stan-
dard term. It will also, for the reasons to be given below, be a great conveni-
ence if all or nearly all loans are made repayable at harvest.

As the funds available especially at the commencement of a society
will ordinarily be insufficient to meet all demands, care should be taken not to
lock up too large a proportion of them in long-term loans, The length of
the periods of loans to members will depend partly on the length of the terms
for which societies can borrow money and partly on local conditions includ-
ing the relation of the sale value of produce to the capital value of land
and the percentage of land-value up to which it is customary to grant
mortgage loans, but it will seldom be possible in the present circumstances to
grant loans for periods exceeding 5 years. Long-term loans will usually be
larger in amount than those forshort terms and it will obviously be unfair to
devote too large a portion of the funds available to this class of loans. At the
beginning of a society’s career its object should be rather to meet the needs
of the classes requiring short-term loans, but as the proportion of the society’s
¢ owned * capital increases, and as the amount obtained from long-term deposits

- and available for advances grows, the proportion of long-term loans may be
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simultaneously increased After this a further stage will be reached in which
the loans for liquidation of debts will be less frequent and the normal loans will
be for the ordinary operations of agriculture and for comparatively short terms.

In some parts of the country we have found large sums lent out for two
or more years and made repayable in a lump sum at the end of the period.
This is in our opinion an uneconomical system and inconsistent with the prin-
ciple that repayments should always be made out of the proceeds of the loans.
In all cases where the period of a loan exceeds one year, repayments should be

made by compulsory annual instalments. This is the Raiffeisen rule and it
would be dangerous to abandon it. In fixing instalments for recovery we think
it best to make the principal repayable by equal instalments, interest being
calculated on each occasion up to the date of actual payment, rather than to

attempt to work out equated payments of interest and principal ‘taken: towether v
The latter procedure, though simplifying the demand, is apt to cause grea,t,'_k

~ confusion of accounts if payments ever fall into arrears.

”

‘Suretws
loans is personal. By this it is meant that

it 1sto the man himself and his sureties rather than to his ploperty that .
vegard is paid: when a loan is given, but in some quarters we find that “this -
principle is interpreted to mean that a debtor should alone be responsmlef
for his loan, and that no sureties need be ‘demanded from ]um._ In, the
Central Provinces it is optional to -require - suret1es, ana in othel* I’rovmces"_jﬁ
- such as the Punjab, Coorg, - and Assam, they are only taken in exceptmna,lff

- cases, J usfification for this placmoe is sou.aht on the ground that a borrower has

. sometimes_to pay some, fe i order to-get a surety, and that by the constitu- -
“tion of the. soc1ef3y the members ate already jointly responsible for each other. -
“‘We have however httle reason to believe that if proper precautions are takenf'
 sureties cannot be fou:nd vnthout payment of a fee and we consider that there .
* are advanfages in interposing all such securities as are available before. enda,ngep >
' ing the Reserve Fund. By the provision of such securities recovery is faeﬂitatedg
- and a further safeguard is-obtained against the grant of excessive’ Jioans or-. t,he«‘.j
. ;’mlsapphcatlon of money borrowed The pmctlce is almost umversal in Europe‘

- amd we consider that it showld be made the rule fn 0 Tdia.

*‘bers, mtd by domt, s0 it widens the- area of hablhty, but there is always some -
. risk in. thl - course’ as Such _persons aré not amenable to the dxsc1plme of the
_soclety and cannot. be dealt with under the arbitration procedure allowed by the -
Co-operative Somehesr 1t will therefore be advisable &
2 ~\should be: members, ah we lconsxder tbat so Iong asa, me 'bea:»o does not become

: responmble on behéalf of himlf as pnnclpal &nd 01' othe:rs aurety fOr more than g

: either in grou;ps_ cf\’thre‘c 1ot
commonly followcd 1s : 'et,y *,fo 2.8 olljj
loan and 80 on, and We see adva.ntages :

on’ the 1mportance of makmg suretles rea .e,‘.thelr‘ I'eSPOIlSlblhty
com a,erogs cases of defé,ult in Wthh the otﬁcers of a soczety held th

65 It is a Well known and dlstm uishing characteustlc of co-operative.
‘ - eredit that the primary security for all

t is open tc & soclety to accept as suretles persons other than its own mem- ?

Tulbthat sireties |
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be cruel in cases of default'to proceed against *the poor surety,” and we hoid
strongly that there should be no hesitation in making recovery from surveties
when the debtor fails to pay, before having recourse to any ulterior form of
recovery, Without such action it is impossible to maintain in members the
sense of mutual responsibility which is the main safeguard of the movement.

66. Tt will be convenient for us here to explain briefly the attitude of co-op~
Tangitle security in Comoperstive erative institutions towards real security.
Societies. It is a central principle of co-operation

that security should be personal ; that is, that 1t should depend primarily on
‘the man and his surctics and mot on his property. The idea of personal
security however implies the power ol a member to repay, and this in its turn
depends on his capacity as a worker, his honesty of character, and the amount.
of his property. A Co-operative Socicty differs from an ordinary money-lender
* in that it takes cognisance of all three factors,. while the latter looks at the last
only. There is mnothing uncooperative in the hypothecation of immovable pro-
perty, so long as it is recognised that personal security must be given and that
the borrower’s: property is only a secondary or collateral protection. It follows.
from this that, when tangible property is accepted as sccurity for a loan, it
should be {aken in addition to the instruments executed by the borrower
and his sureties, and not in placo of them ; and we think that the existence of a
pledge or mortgage should not absolve societios from taking surcties also or
from procceding, In case of default, against the sureties Zefore taking action

against the property.

67. Movable property, such as ecattle or carts, js sometimes taken as
security, and it may incidentally be
noted that as the system of -cattle in-
surance extends, the value of cattle as sccurity will be enhanced. There
are cases where other kinds of movable property are accepted, but the
practice of hypothecating this class of property is uncommon. With regard
to the hypothecation of shares we would wish to remark that we consider it
undesirable that any society should permit its members to hypothecate their
shares in the society as sccurity for loans, because in. such cases the society
can only enforce the security by diminishing its « owned * capital and thereby
reducing its general credit and the security of creditors.

ypothecation. of mevable preperty.

68. As noted above, the mortgage of land should only be regarded as
a form of collateral security in addition
to sureties. In some Provinces more
general use has been made of mortgages than in others and in our opinion

Percentage of e they have been more freely employed

secured on mort-

Mortgage of land.

Province. S, %;’,’{*‘hl‘g*‘?}tgg than is necessary. Though the prac-

g 191514, tice, as we have said, is not in essence

Nadras a7 uncooperative and is in fact grow-

‘{*;g,‘;{f;‘;a;d orissa - o ing more common ‘in Germany, it

iited Provinces ... ‘2 :

Funjab o should be resorted to sparingly. It

Compal Poviaees . 0w i is justified in cases where land has
C - 100 .

Ajmer Nt been redeemed with -the money ad-

. o Btk dia w1 vanced, as the new mortgage simply

takes the place of the old one, ‘and also in cases of large or long-term

20
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loans where there is some sk in relying only on the personal cle-
ment. In view of the unlimited liability of the members, a borrower’s
landed property is indeed always liable to sale in order to make good
any default, and the main object of taking a formal mortgage is to prevent

the alienation of the property to outside parties. We have found cases in -

which mortzages of the whole of their land have been made by the members of
socictics to societies and by whole societics to unions—especially in tracts newly
colonized or irrigated—in ovder to proteet the society from alienation fo outsi-
ders. The object of the societics in such cases is oidinarily to bind all the members
_together in a single sclf-contained body of borrowers and the motive is a
high sense of co-operative unity. So long as the practice remains entirely
voluntary we see 1o objection to its adoption from the point of view of co-opera-
tive organization. Mortgages as a'rule should be without possession, as this forms
a sufliciently unimpeachable sceurity, and societies are by their nature unfitted

to manage land corporately. In some places socicties take a mortgage with

‘possession, and relet the land to the mortgagor for an annual sum covering the

1nstalmﬂnt of the loan and the Government land revenue demand ; but this method

seems to us to be cumbrous and to be unnecessary, unless it is done as part of a
scheme for the co-operative management of land.

69. Owing to the laws prevalent in certain tracts for the protection of the
Concession in caves where alienation iy ~Deasantry, it is not always possible for a
forbudden. Co operative Society to obtain .a valid

mortgage on which it can sue for sale. The socicty has 01d1na111y in Bombay,
Berar, Madras, Coorg, Burma,, Assam, &pnel and the Punjab to deal with the

*small occupant or landholder : while in Bengal, Bihar and Orissa, the Central-

‘Provinces and United Provinces its main constituents are tenants with a more or
less secure right of occupancy. In the first five of the Provinces above- named
there is usually (putting aside special cases and speeial tracts) no difficulty in
obtaining & valid mortgage and suing for sale in default of payment: and in
certain cases in Coorg and Burma a co-operative society is by a special order
enabled to obtain a mor teage on land. In Ajmera mortgage without possession
can be obtained but, as sale in execution is forbidden, the only 1emedy in

default is for the society to be placed in possession; for a tgrm of years; and’
the same would appear to hold good as. regards the land of a member: of an
agricultural trihe in the Punjab. It is however with regard to occupancy tenants .-

that the difficulties regarding this form of security are most keenly felt. In
the Aom Proyince an occupancy tenant can mortgage to co-sharers only : in
the Central Provinces a mortgage by an occupancy or ordinary tenant in favour
of a society can be voided at the instance of the heir or co-sharer and no decree
can‘be passed for the sale in execution of a 1ight of occupancy ov mdlnmy tenant

rights : while in Bengal and Bihar a society can only obtain 2 valid mortgage
from an occupancy tenant in cases where a custom can»be ploved establishing the
tenant’s right to mortgage, and a custom allowmo Such a right in the absence of
the landlord's consent is said to be very difficult to prove. It has been 1epresented
to us that in the case of occupancy tenants a sociery should be specially entitled

to obtain a mortgage and (subject to certain safeguards in respect . of the sube.

division of holdings and the right of the landlord. to object to the transferee) to

“bring the land to sale in execution. 1t is contended that the restrictions which a.re
’ :mtended 30 gua1d aoamqt rapacious money -lenders are out of place when the

i

PRIMARY SOQCIETILES, , 43

mortgagee is a benevolent co-operative society, and that in any case the power
of sale would only be exercised in rare and extreme instances. It is further
urged that, as a society has under the law a prior claim on crops grown with the
aid of a loan given for seed or manure, there can be no ohjection in principle to its
having a lien on land, at any rate in respect of land freed from encumbrance by
loans made for the repayment of old debts. The question is of comse one which
has to be considered in connection with the gencral tenancy arrangéments of

“the provinces concerned, but our feeling is that if arrangements can be made

with the concurrence of the landlord class to sceure this concession for societies

* in arcas where they would ordinarily be unable to obtain a mortgage, there can be

no reasonable objection to iton the mere ground that the concession is not
enjoyed by other creditors. Evidence has been given 1o us of the extreme

~-insecurity of tenure in certain tracts, and, without dem'mw to enter info a

question beyond the scope of our report, we feel that we are justified in pointing
out that unless a tenant, who is a member of a co-operasive society, has a
reasonable assurance of continuing in engovment of his holding, and is free from-
the liability of ha,wnO' his earning power suddenly terminated without any

fault on his part,’ it is 1mposs,1b1e to invest much moncy in ﬁnancmg h1m

thlough co-opération.

70. Wc gather that the p10V1s1ons of sectlon 19 of the Act, which
“gives a sosiety a prior claim on : crops
. O1own by \lhe aid of loans - from it, ‘are
largely inoperative, partly owing to difficulties in proving that a. particular
crop has been grown by means of a particular loan, and paitly owing to a
ruling of the Calcutta High Court which allows an outside decree holder
to attach a crop in priority to a society unless the society also obtains a

Przor clatm on Crops, Cattle, efe.

‘ ..;‘décr‘e'e in its favour. We are unable to support a suggestion which has
“been made’ that the lien’ on crops should apply in cases of all loans by

soc1et1es vnthout refererice: to their particular purposes. A further proposal, .
however; to the effect that the Lien, as granted by the Act, should operate against
outside attachment or sale, even in’ the absenqe of a decree in favour of the

- society, has more to commend it and we. "think that when the ‘Act is' ‘next.
amended the prior claim of the soclety m1ght be definitely " ‘described ‘as a
L chalge on the pmpcrty in respect of which the loan was gra,nted

1.
7‘1 We may m thls connectlon represent the advant&aes which a soc1ety
‘ E eIlJOyS in the mvestwatlon of t1tle, puor
‘F(w'./i./ ’i‘;g’lfr/:;;”%’f,zt“‘y ”"’i o ] to taking a mortgage, from the existence
- of & properly kept Récord of Rights, and

. may add that its own title as moﬂgzwee would be more certain if such ‘Records
- always included mortgages without: ‘possession. - We need hardly add - that any
. '1mp1qvements in the du'ecuon of a clear registration of title would be of imimense’

‘ '.value to Co -operative Socleues in their dealings with land. In arveas Where ‘morte
‘gage is permlss1ble we would speually deprecate any rehoma;de actlon (Wthh

might make the ‘mortgage of small holdings more difficult an(l Would a,dvocate

: any measures that. would . facilitate cheap ‘and casy, mértgage.  Wé. learﬂt
s with regret that in Upper Burma an admirable system of ora,I mOrtgaoes
. attested by Government, Qﬂicers. ‘which had been found.. of the Qreaﬁest service
v by Co opemtlve Soewtlés' has rwently been abohshed4 : |
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72. There are we think advantages in not allowing the rates of interest
charged on loans to he altered too readily
as thereby rates may be lowered hefore an
adequate Reserve Fund has heen aceumulated, or favouritism may he made pos-

The rate of wnierest on lowns to members.,

sible.  Morcover a variety of rates causes difficulty in the accounts.  The rates

should accordingly be entered in the byelaws and made unalterable without the
sanction of the Registrar.  No special rate need be fixed for mortgage loans he-

rause, as we have said, the main security is the horrower himself aﬂd il_is sureties,
and he may reap the advantage of giving a mortgage by obtaining a larger
loan. The rates in various Provinees differ very considerably and rates are ;10t
neeessarily uniform within a Provinee itself.  Sinee local conditions vary and
‘the presence or absence of intermediate agencies affeets margins, we do not

think uniformity possible. There is

Yrovinee, Iate ol interes rdinari .
l v ' \1 C)JHU';;:‘E{ ’4)1\11(:;111|S]A” “le St].()llg teStlll’l‘()]’llsv O‘-C].l\'“rllel.o t}lzl}t tlle
' competition of societics has brought
Madras ug per cent . .
down the rates of outside money-len-
Bombay 9% . 4
Begl L 15 . ders and iz some cases the reduction
Riliar and Orisn .. - 15 " has heen so great that societics in
mited Provinees .. . 5 : .
United Prove | ! » their tum have lowered their own
Punjab 10t . o R , . .
Burna L 15 \ rates. It is often imagined that a
Conrtrad Provinges. .. o 12 . society is not doing its duty unless it
Assamm - Wi, makes considerable and continuous re-
toory ver . 12t . . : .
Goo: j : " ductions in the rates which it charges

Ajmey ! 12 ,
i

for loans to members ; but we cannot too
strongly insist that its first duty is to build up a yeserve fund. The best method
of saving is to increase the society’s owned capital, and half the difficulties
experienced by Central Banks in financing societies arise from the fact that
the rate of interest charged on loans to members has been pitched too low or
has been reduced prematurely.  We agree entirely in the attitude, taken up by

the Govermment of Tndia in its Resolution of 1914, that so long as the rates of
sociotios are helow those of the outside market, they cannot be regarded as ex-
cessive, and that there ave many dangers in” sudden or large reductions below
such 1ates.  If the rate of interest is pitched too low, there may he a tendeney
for oreanizers to take the line of least resistance and to form socicties among
persons of higher status than those for whom co-operation is primarily intended,

and for such persons in their twn to exclude the poorer classes from admission.
Tf the argument is raised that members could horrow money in the open market
at rates equal to or lower - than those which the society ean afford to charge,
the presumption is that they stand in no great need of the credit which a society
supplies.

73. In Europe the practice of allowing cash credits to individual members
is common and increasing, and we consider
, that when socicties are firmly established
on correct principles, there is no hetter way of meeting the needs of members.
At present this practice in India is confined to an exceedingly insignificant
number of societies, and will not for a long time become at all common, When
more generally, established, it will of course affect many of the arrangements
which we bave discussed above, and which are based on the presumption that
all loans ave given out for fixed terms.

Cash credits Lo members.

..obtain - with the minimum of ‘accounting a clear sfatemen‘t»‘\ote_
s «1amount in each class actually overdue at any parucular i

of the system depends’ on the smttphm’ry and’’ clearnéss,
. accounfs are Lept the a,rranvemen‘ts under which . al], loans arer made TEPAY «

v'mGSt - NECRRSATy mfmma,uon “and . we'. would - observe -that the ”more
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T4. There is, we think, no defect more prominent or more dangerous in the
Eils of lawity in recovery.—Calcula- management of co-operative societies in
tion of overdue loans, India thanthe exceeding laxity and un-
punctuality in the repayment of loans as tolerated by societies in some provinces.
This is carried so far that the committee of a society will sometimes admit that
they are in no way anxious to recover principal outstanding so long as interest is
paid regularly. We cannot too often insist that unless loans are repaid punctually, :
co-operation is both financially and educationally an illusion ; and no exertions are

~ wasted. whichaim at ensuring promptitude in this respect. Itis for this reason, as

well as to enable Central Banks to forecast correctly their probable annual re-

,\ ‘eoveries, that not only every society but every member should be able to ascertain
“clearly what amounts owed by members to the society are overdue. There mustof

course be cases where for good reasons a member is unable to make repayment on
the date fixed, and the Committee of the society is then justified in granting an ex-
tension. A sum for which further timehasbeen so sanctioned should not" be

classed as overdue, but care should be taken that an order giving adequate reasons.
for the extensmn is clearly on record. Such sums correspond to * authorised
. arrem-s - in the Government Revenue f&ccounts, and it has been sufmested that
ifa statlstlcal return of these sums were available, it would be a check on the

undue grant of extensions by committees of societies ; but the difficulties in deal~
ing with arrears in the accounts are already so great that we hesnate to surw‘est
any additional returns of the kind. It is, howeVer, essential, to Lnow what sums,

for which extensions have not been vmnted have not been 1epmd, and we find - .
“that this vital need is in most provinces much neglected. “Tt is ‘of .course - desir- /
~ able that each member should if possible know how he stands with regard to each

loan that he has taken, and it would be quite feasible to maintain a separate ledger

. account for each of his loans and to apportion repayments to capital and
- mterest 1espect1vely among them according to some . pre-arranged system, but.
-many “'sociefies
~sary to’ do 11115:‘
* accounts of  each clas of loan under the; system sdescribed in paracra,ph 64 above

cannot depend on obtamma accountants with the skill neces-
A system has- a,cco1ding'1y been devised in Burma by which the

are kept separately, and althouoh & member is not 1hereby supplied . yrith: a
separate account for every loan Wlthln.,, each class; both he and. ﬁhe 80 etv
t&ie fotal
The success
v‘w‘“.l‘t»h :"\whlch ‘the

able a4 one tlme, namely, the harv est season, amd the restnctlon of all loans
to the three classes of penods mentloned ’ and it represents the best
' means which we “have ; yet sectt for ﬁobtammo' Wlth the ageney a’mlla,ble a.

clear -idea- of the ‘amount “of. loans overdue.”” “Without recommendmg tha»(:

his particular s¢hieme - should necessanly be adopted Wwe ‘consider
tial that any system of accounts whwh may be followed should ‘g

f ;;&ﬁxmo -periods is s1mphﬁei1 and - the . power to g1a:nt
~th '=eas1er wﬂl it be to ﬁnd a mcthod of accountancy’ wh
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the suecess of the movement than the provision of clear information as to
the punctuality or unpunctuality with which loans are repaid.

75. Owing to the fact that the term ‘ overdue loans’ is differently inter-
Data reparding Paymeits.~—Grain preted in  different Provinces, much
Payments. reliance cannot be placed on the figures
for overdue debts quoted in the Annual Returns. We give, however, below
figures showing for the last 4 years the average percentages of repayments in
.each Province annually on the total amount of loans outstanding at the end
of the previous year plus the amount advanced on loan in the course
of the year. For purpose of comparison these figures are vitiated
by several circwmstances which we mneed mnot detail, and we do nob
desire to lay undue stress on them at the present stage, but they suffice to give
a fair general impression of the rate of recovery and the relation of repay-
ments to the total amounts outstanding. This relation, though varying now
considerably from year to year, and from province to province, will, as time
goes on, approach a normal figure.

Thé almost universal practice is for repayments, like disbursements, of
loans to be made in cash and this is in ordinary circumstances the only
convenient method. In some parts of the country, however, it would probably
he casier for the agriculturist at harvest time to make rcpayment of a loan
or payment of an inswranee premium in kind than in cash, and in such cases
the society might by a private arrangement with the member accept the
grain for subsequent sale and credit the member with the price realized. TIf
will, however, he at once recogmised that such an arrangement adds largely
to the complication of the accounts and to the opportunities for loss and
fraud. For this reason we would confine the use of grain payments to the
strictest possible limits and in view of the growing use of cash in agricultural
areas we anticipate the gradual disappearance of the conditions which would
justify the adoption of such payments.

Percentages jfor the last four years of repayments in eack Province annually on the total

amount of loans outstanding at the end of the previous year plus the amount advanced on
loan in the course of the year,

i ! Average

Province. 1910-11. 1911-12, 1912-13. 1913-14. P;gf*gizge

ast 4 years,

1 2 3 4 b 6

Madras . 254 238 260 266 256
Bombay s 4004 314 201 397 351
Bengel 260 283 234 221 933
Bihar and Orissa ... “or 299 36:9 34'1
‘United Provinces ... 475 448 478 379 437
Punjab 285 274 273 267 279
Burma 368 362 292 287 317
Central Provinces ... 381 363 331 26+4 300
Assam . e 18'8 81 213 271 163
Coorg es 439 , 44°5 401 460 437
British India .. 333 312 ST 29'6 310

76. One of the methods of dealing with arrears which has been commonly
adopted is to charge penal interest on the
| amount overdue at an enhanced rate from
the date of default, and we see no objection to this practice if societies desire it.

Penal Interest.
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We doubt, however, if it_is' very effective; the change in tbe rate of interest
tends to confuse the accounts ; there are legal difficulties in connection with its
enforcement ; and societies are sometimes tempted by it to tolerate the contin-
nance of outstandings and to forego the application of the personal pressure
which should always be the first of the precantionary measures to be adopted.

77. An insidious and dangerous irregularity is the practice of allowing
renewals based upon fictitious repayments.
The practice consists in showing an out-
standing loan in the accountsas fully repaid, and sanctioning on or about the same
date a fresh loan of the same amount, actual repayment either not taking place
at all or being made purely as a formality. A remedy that has been suggested
is that there should always be an interval of one or more months between the re-
covery of one loan and the grant of the next. We recognise that theevil isa
very. serious one, undermining as it does one of the chief principles of co-opera-
tion, and special care should be taken at inspection to bring to light any cases in
which a suspicion of such paper adjustment arises. We doubt, however, if the
proposed remedy could always be suitably applied, as cases will occur in
which fresh loans for other objects can most advantageously be granted be-
fore or about the time fixed for the repayment of the original loan. There is
always a risk moreover that a short interval will be tided over by means of a
loan from the money-lender. In some provinces it is true that the majority of
repayments are arranged to fall due at one time, some 2 or 3 months before the
bulk of loans for the mext scason are advanced, and in such provinces a
natural safeguard is provided. Elsewhere the only method of combating the
evil is by special care at inspection to expose all such cases and to watch the
maintenance of a proper working relation between. the money received from
members and that paid to the Central Bank. If this relation is regularly

Fictitious Repayinents.

-observed, paper adjustments, except on a very small scale, are bound at once

to come to light. .
78. We have mno proper data to indicate the amount of litigation
between societies and their members.
Such litigation has in some provinces been
andertaken with too great readiness, and we think that it should ordinarily
not be resorted to till other means, more especially the employment of
pressure on the sureties fo arrange for repayment, have first been tried.
We have received complaints of various kinds regarding the difficulties
attending such litigation. On the one hand it has been brought to our

Decision of Disputes.

‘notice that a suit based on a mortgage of real property in a presidency

town must, under the present arrangements, go to the High Court, and
that the consequent expense and trouble is more than co-operative sccieties

-can face. On the other hand officials of societies have expressed a strong sense
.of exasperation against the declays and inconveniences connected with the

ordinary subordinate Civil Courts and we have everywhere been met with a

-demand for a more summary method of dealing with arrears. The point has

‘been several times before the Government of India, and we agree with the posi-

" tion taken up by the Government of India that the existing law should not be

interfered with. So far as the decision of disputed cases of arvears is concerned

“the powers given in the Co-operative Societies Act are sufficient. The Actallows
*.a Local Governraent to provide by rule that disputes should be referred to the
 Registrar and if he so directs to arbitration. Several Local Governments have
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taken advantage of this permission and we think’ that it would be found useful
if the system were adopted everywhere.

~79. The chief difficulty, however, avises not in getting the claim of a society
Swmmary Procedure s evccution not decided, but in securing execution of the
advocated. decision. The Act allows rules to be made

- prescribing the mode of enforcing the decision of the Registrar or the award of the
arbitrators under the provision above mentioned, and we think that Local Govern-
ments should prescribe that these decisions and awards should be enforced in the
same manner as a decree of a Civil Courl. It has, however, been urged before
us by a large body of public opinion that the delays aﬁd evasions inevitable from

; the existing system of civil procedure are such as would often render a decision or

award so obtained entively ineffective. We ave told that the officers presiding”
in the lower Civil Courts belong frequently to the same class as the money-lende ers,

and are in consequence biassed against co- operative socicties, that thiey insist on
unnecessary formalities of evidence, that in cases instituted before themselves they -

often’ a,ward interest from the date of 'the decree and not from the date on whmh

the suit was filed, that they grant rates of interest mwch below what the society

charges on its loans, that an unnecessary number of instalments are aliowed for
repayments, that the Court peons connive af the removal of property from attach-
ment by judgment-debtors, and so forth. Tt is urged therefore that decisions and

 awards of the clags under consideration should be made enforceable by the pro-

cedure allowed for the recovery of Land Revenue Some would allow this in all

cases ; others would confine it to cases, in which it was specmlly pcrrmtted by the" >
Registrar, or where there was no outside creditor whose claims could be pre-:
Ju(hced It is urged that the plocedure once sancuoned would seldcin be used L

but that the mere p0551b1hty of its use would add 1mmensely to punctuality of re.
‘payments A rule allowing societies to recover their arrears similar ly to ar rears
of Land Revenue was dctually passed by a Local Government in 1905, but was

; (hsallowed by the Government of Tndia on the grourd that the provisions of the -

Act did not permit execution except through a Civil Court, The Act of 191",, \
repeats the provisions of the old Act and the procedure proposed could. only - be e
introduced by a change in the law. The subject has been repeatedly: dise.
* cussed at Conferences, Impemal and Provincial, and the pmposed change has a '

- large body of opinion behind it. A procedure similar to that proposed is’in force

Cin Mysme and forms a feature in some of the Land Mortgage Credit Banks of -
Gelmany After carefully cons1de1m:, g 'the arzaments we are, however, opposed
~ to any chmige, and we endorse the view hitherto consistently held by the Grovem- o
" ment of India that a special I)I'lVllEO‘G oi the kind is not called for and that it
would- lead to- lax1ty m the selectlon of membess and calelessness inthe. grant -

‘of loans The exmtenw of a speclal procudme for co- operatn*e socletles ~would

| »,mtensﬁy any feehn,, ‘of opposfmon to the movement wlnch may ah:eady ex1st in
~ the outs1de money-malket and:the real remedy for the dlfﬁculties complained
of isin our opmlontoavmd utigatlon by due care in eleg:tmb membﬂl 3, by a pro- L
- per discretion in Grantmcr leans, by ple&mo the suret‘xes ofa def&wtel, and by o

" consistent good mana.vement For Snmlar reasons we. ale ot prepared te

. aceord our support. to certam other propgsals to the cffect that cases which ' _
Co-operative Societies are concerned should he dea,lt with by the Revenue Couxts, "
*or that societies should e given specml poweis of distraint on the Property of.a’
Z"“f‘,defaultr‘ We think+however that C1v11 Courts mwht be mstmcted n thevv
absen& o+‘ specml reasons not to use ‘heu' dxscretmnary POB er 1o, rcduce

' ment of the SO(',lety
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the rates of interest charged on the loans of sccieties, but %o decree a rate
equivalent to a society's ordinary . lending zate. In view, moreover of the
difficulties encountered by members in suits brought against them by outside
parties we would suggest that in provinces where such information is
not already contained in the High Courtcireulars or otherwise published, a
resumé of the provisions of the law dealing with tbe recovery of agricultural
debts might suitably be drawn up and suppheu both to the Courts, and to all
agricultural Co-operative Socmhos

80. We would in this connection enter a protest against the use made by
~Collection of dnes by agencies cuside socieiies of ontside agencies to collect their
the societies. dues on their behalf from members. We

have frequently found societies twrning to the Registrar and his staff for help
against their members who are in arrcars, and cases are not unknown in which
a sympathetic Collector has been asked to lend assistance through his subordinate
Revenue officers. In more than one province the auditing and supervising staff
for & month or more after the ordinary datc for annual repayments, is engaged
almost exclusively in visiting societies and helping with the recovery of 'arreare.
This is no part of the duty of the outside auditing and supervising staff whether
paid by Government or by auny other agency, and we think the practice should
be discontinued. 'When recovery can only be effected by pressure, it should he
applied by the members or the staff of a society itself, and in cases where it
has been guilty of remissness in collocting its own dues, the society should
be made to feel its corporate lability for the fault by having its eredit restricted
by its Central Bank. The outside auditing and supervising agency (whether
connected with a Central Bank or not) is responsible for pointing out laxity

~or dishonesty in repayments, but it is in ne way responsible for helping in

the collection of dues. The primary society itself is wholly responsible for
making its own members repay, and if it fails to secure punctuality, the result
must in almost every case be attnbuted to the fa,ulty constitution or manage-

4

The Reserve .F’und

81, Unde1 Section 33 of the Co- operauve Societies’ Act, no registered
~ society may divide profits except undersuch
conditions as may be prescribed by rules
or byelaws, and unless it puts one-fourth of its net profits to its reserve fund
The same section proceeds to lay down that no unlimited lability society shall

Preseni sitnation,

" juake a division of profits without the general or special sanction of the TLocal

Government; and under Section 43 of the &ct, a Local Government may issue

- yules providing for the formation and maintenance of reserve funds, and the
B objects to which such funds may be applied, and the investment of any funds

nnder the contml of a socn,ty

The mles Whmh have been issued by Local Grovemments under these

) sectmns do Iittle more than prescribe the formation and maintenance of reserve

funds or ena,ble societies to make byeiaws in this respect, and the corresponding

' byelaws are in. most provinces. smnlmly incomplete. The byelaws. usually
require the reserve funds (except in the instalment-share societies of the
- Punjab, the United Provinces, and Burma) to he indivisible, that is to say, to be
o mcapable of dlstmbutmn as d1v1dends or bonuses on shm'es They also as a rule

[

22



D50 PRIMARY SOCIETLES,

lay down that the rescrve Tund shall not he drawn upen without the sanction of
the Registrar and when they touch on its investient, they ordinarily require that
it shall be invested in such a manner as the Registrar prescribes, one province
only giving express permission v wuse the rescrve fund in the Dusiness of the
" society. No Loecal Government has defined the objeets of the rescrve fund in
its rules, and the byclaws when they refer to the object of the fund deseribe it in
various terms Generally speaking it is regarded as inten ded to meet unforeseen
losses and to serve as an asset of security in borrowings In practice the Central
Banks and limited liability socicties are found as a rule to place only the statutory
minimum of one-fourth of their net profits to the reserve fund, and to divide the

R - rest in dividends, or allot it to special
} oot funds, while socictics with unlimited liabi-

*Reserve } Pereentage | plus profits  of

Provinees. | Fund | totoal Hast completed — Jity pay no dividend and accumulate all

(in lakhs), Habilities. | yenr 14)_1) outside v . .

| 1"“”3%12&!%2;1‘3“““’ the net profits in their reserve funds; there
deposits. . . .

! ! being. however, an exception in the case of

i the instalment-share societies prevalent in

|

Madras . 289 50 1 82 . . .
Bombay 1 v s ( 54 the Punjah, the United Provinces and
¢ * j : ..
Bengal w | 83 } TRl 1 Burma -where dividends are payable after
Bihar ond Orissa ... | 68 { 63 f 13¢ ten years. The amount of the reserve fund
United Provinees .. 2:37 45 84 . N .. .o
! ‘ oy e >4 a
Pen N n th.e aDucultl.nal soc1-et1es of the (.hﬁerent
— w2 | wc | 104 provinces and its relation to the liabilities
{ . . . .
Central Provinees... | 77 ; s | 52 and cutside borrowings of these societies,
A o B } e as shown by the latest available returng
Coorg 15 1530 495 . . . .
¥ _ bR ! are indicated in the margin. In so far ag
Britia Fadic .. | 2000 | 59 | 10 Lad debts are not written off in all cageg

* Excluding profits for 1913-14 not et allocated to reserve, SO 1)1‘0111pt1y as fhcy mig’ht be, the ﬁgures
for the reserve fund as representing surplus assets are. somewhat misleading,
since to this extent they cover a residuum of unrealizable debt which cannot n
fact he regarded as a genuine asset.

82. We are aware that authorities differ as to the exact meaning to he
O

Definition of ** Reserve Fund” and  that the trea hi
“ Fluid Resource” as employed ie treatment of this fund hag led to

" in this Report. numerous discussions in India during the
last few years. Without entering
any discussion as to the correctness of the nomenclature, w o
the purposes of this report we propose to designate by the term “ Regepye Fund »
in Central Banks that portion of the profit which has heen definitely Carr‘u r;(
reserve, whether it be the legal minimum of 25 per cent or a lareer 4 e to
and in primary societies all indistributable surplus profits aftep payome tm ount,
penses, including as expenses in societies on the share system the porti oot oxe
profits to which shareholders are entitled. Similarly for the Purposes of t(l)I'l °" the
we shall use the term “ Fluid Resource ” for those assots which are 1115 l‘e_p01't
liquid form, whether in cash or easily realizable outside investments, ; el in o
» N order tq

meet the claims of depositors or to provide for financia] noeds i o
special scarcity. I times of

Into
¢ may say that fop

o

Although the surplus assets are primarily intended to come j
event of liquidation, they constitute a most impor
capital, since they are the permanent and indivi

0to play in the
n the working
ty of the society of

tant element ;
Sible I)l‘()per

applied to the term “reserve fypq* and
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which it has the use frec of interest. The necessity of such a fund is recognised
in the Act, which requires the whole of the net profitsin the case of societies with
ufilimited liabilit y to be credited to this veserve. The primary object of the
provision of a fluid resource is entirely difterent. It is intended to ensure the
ability of societies to meet their obligations to depositors. The need of such
resource only arises in the case of primary societies when they take deposits, and
have no other assured source of funds to meet the demands of depositors when
they arise. Since at the present stage the deposits of non-members ‘in primary

societies are small, the question of fluid resource is not yet a serious one for such
societies. We shall therefore discuss fluid resources fully in our treatment of

Central Banks, and as regards primary societies would merely lay down here
that those which take deposits and utilize these in their own Dusiness must
themselves maintain fluid resource under conditions similar to these which
we have siggested for Central Banks or must enter into arrangements with
Central Banks under,which the latter will provide this resource for them.

83. The Co-operative Societies Act as above noted, has clearly in'view a
Reserve Fund consisting of surplus assets,
but there is a further point on which the
Act itself is silent, and that is the manner
in which the fund should be invested. We have found the practice of the
different provinees in this respecf to vary considerably. In some provinces the
surplus assets are used in loans made by the societics to members; in some the
surplus assets are placed in deposit with other co-operative institutions and are

Surplus Assets or Reserve Fuund
proper.

thus ultimately utilized in the same way ; in others they are separately invested

wholly or partly in outside securities; while in one Province they ave invested
in Government paper which is deposited with the Provincial Bank under an
arrangement which makes the total of such Government paper available to the
Provincial Bank as a pledgesto support its own credit, and consequently that of
the whole movement. In the case of the majority of primary societies we think
that, assuming that they are secure in respect of their fluid resources, everything
points to the desirability of a primary society using its surplus assets in loans to
members. If we assume that a central bank and societies affiliated to it have
jointly to keep a certain amount of money as fluid resource, then (except so far
as three-fourths of the central banks’ profits are liable to division in dividends
and such outgoings are lost to the movement?, it makes no practical difference
to the movement as e whole whether the societies use their surplus assets
in loans while the central bank provides the fluid resource or whether
the societies pool their surplus assets with the central bank and allow it

to use them for fluid resource. Whatever profit goes to the central bank is lost

to the societies and »ice versd. In deciding whether the profits should go to-the
central banks or to the primary societies, we should be guided by the fact that

.our object is to strengthen the financial and moral position of the latter and to

treat the central societies as meeting the needs of the primary societies rather
than vice versd. In this matter as in all others we regard the benefit of the
primary societies as the main object, the central banks and other such institu-
tions being merely a machinery accessory-to it. The object should be to free the
primary societies as far as possible from recourse to their central banks and this

_can only be done by enabling them to build up their own capital sufficient for

their needs. This can best be achieved by allowing primary societies to use their
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accumulated net profits or surplus assets in loans to members, on which they
et high rates of interest compared with the rates veceived on Government paper.

84. In brief therefore, a primary society is concerned with the Reserve
Fund mainly in the form of surplus
assets, and so long as proper provision
is made for the necessary fluid resource, these surplus assets may properly be
employed in the business of the society. The object of a society should be to
accumulate a Reserve Fund of this character until it obtains a capital of its own
sfficient to meet all its needs, and thus becomes independent of outside assistance.
Until this stage is reached, the margins on which it works should bhe as large as
is compatible with the successful maintenance of the society, and it is only
when this stage is reached that any reductions (other than those essential to mees
outside competition) should be effected in the rates of interest charged by the
society on its loans to its members. :

Budding up of veserve fund,

Divtsion of Profits.

85. Under the Act co-operative societies may, with the sanetion of the
‘ Registrar, after carrying one-fowrth of the
Use of profils for charitable purposes. net pl‘OﬁtS to a rescrve fund, devote an
amount not exceeding 10 per cent of the remainder to any charitable purpose
as defined in the Charitable Endowments Act. We find that an increasing num-
ber of societies are availing themselves of this provision either by allotting sums
_for specific charitable objects at the end of each year, or by carrying the whole
of the permitted percentage to a common good fund: for use when occasion
may arisc. The objects chosen are extremely various, but we see MO Teason
to restrict the wide diseretion left to Societies under the Act. Even in ‘cases
where it might be financially sounder to place such sums to the reserve, there
are sometimes advantages in applying them fo objects of a philanthropic or
sentimental character, as, apart from the objects dirvetly attained, action of this

kind serves to arouse interest in the movemens.

In this connection we may mention a practice, which has been initiated in
some Provinces, of entrusting certain administrative du ties to co-opera,txve gocie-
ties in their corporate capacity with or withour a grant of money. = The class of
work thus entrusted to socicties—such as samitation, education, or village imi~
provement———lf honestly carried out, must ordinarily entail some local unpopula--

rity, and we think great cantion should be observed in employing societies on such .

duties, exoept where they apply for such employment of their own free will.
and initiative, and Where the society represents practically the whole of a village ;

as it is. 1mportanb to- avoid connecting the co-operative movement Wlth duties- . .

imposed from outside which, however beneficent, are opposed to village sentiment. .
Action within the. movement itself, as when Central Ban]& encourage such.
measures by offering more “favourable terms o societies which show themselves.
progressive and keen for selfnlmprovement is less open to ob]ectmn

ngsolufwn zmd Leqmdw&zou oj Soczeaes. -

86. The Reorstmr is mvested under ‘the Oo-operatwe Societies Act mth a
fanly wide power to dissolve and wind. up-

Dissolutivi of Sacieties.
‘societies at his discretion, and the power

N
.v. ’_Y‘ Tt i

| has m some provmces been freely used to get md of soezetles Whmh oﬁer little-
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or no hope of a useful career! The causes put forward for the failure of societies
are very various and include a want of due supervision, indiscrect loans,
contumacy of borrowers, unpunctuality in repayments, the restriction of loans to
a few individuals, dishonesty or incompetence of society officials, bad selection
of members, the extension of a society over

Number of Societies whieh .
up to date have been too laxge an area, concealment of old debts,

Province.

i Dreteed. :iss;»§§:dd faulty constitution, internal dissensions,
ARt insufficient funds or membership, the pre-
Madras - 8 3 .
- . . ponderating influence of one member, and
0! .se » . '
penga w0 1 geueral lack of interest by members in the
Pihar and Ofissn e 13 160 affairs of the society. In some cases the
United Provinces .. 2 124 dissolntion of a society is not an indication
Funjab 139 53 113 3 1
p:ii ; - . of anything in the shape of laxity or
Central Prosimors. . A e . peculation, but is due mainly to the
Assam y necessity of allowing its construction to be
Coorg altered so as to admit of its being split up
Ajmer Lo info several societies, or combined with
RBritish India i 503 436

others into a new society. In the early
days of the movement when officers were inexperienced and when experiments
were made in uncongenial soi], there was a tendency to form societies
which should never have come into existence. Even where the original faults
are now avoided, we have frequently found the survival of old.socicties which
showed no signs of life and which should long ago have heen dissolved. It is
sometimes advisable to give an unpromising society a little time to see if it will
recover, but as a rule a society which shows little hope of life should be
dissolved. As regards established societies, we would not lay down any fixed
rule prescribing the precise stage at which dissolution shonld be effected, hut
we think that when it is clear that there is no hope of eventual solvency or
progress, the Registrar should proceed at once to dissolve the society. The -
tendency in many Provifices has beento deal somewhat too tenderly with
hopeless cases, and our view is that prompt action must be taken as soon as a
society is shown to be inert or insolvent. '

87. The hesitation with which some Registrars approach the dissolution
Liguidation—Summary procedure. of §o?ieties is to some e?:tent 3 usiiiﬁer.l by the

co existing arrangements for liquidation. It
is always open to a Registrar on dissolving a socicty to arrange if possible for
a voluntary winding up, but when this is not feasible, he must have retourse to
liquidation tnder Section 42 of the Act. The provisions of the law on the
lignidation procedure are rightly of a simple character, but rules can be made
to supplement the Act, and in some Provinces—as for instance in Bengal—- ’
circulars have been issued which contain excellent instructions on the details

. .of the business. The work is of a troublesome character but its difficulties

have not yet become suﬁicmntly marked to call for any radical alterations in

‘the law. It is only in resneet of the coliection and distribution of the assets

under the orders of the liquidator that amy great complaint is made. Such

.orders must under the law be enforced by the Civil Courts, and Registrars have

felt that the- delays and difficulties of the ordinary Civil Qourt procedure in
execution tend to give so much encouragement to recalcitrant societies as to

-endanger the success of the movement in any area where this procedure has

nv - B B . #,
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been utilized. In Bihar and Orissa speeial provision has been made in the
recent Public Demands Recoveries Act under which the liquidator’s orders may
be exceuted by the Collector in the same manner as an order for the collection
of arrears of Government revenue, We do not think that the objections
which exist in respeet of the application of such a process to the recovery of
loans by socicties from their members hold good in dealing with the recovery
of assets in liquidation, and we recommend that when the Aect is revised provi-
sion should be made for summary recovery in such cascs. It has been urged
that in justice to outside creditors the orders of the liquidator should also
apply to such debts as he may find to be due to these creditors, buton the
whole we consider that, if provision is made to safeguard the rights of such
outside creditors, as have already obtained decrees, they will be sufficiently
protected against anything in thc shape of preferential treatment of the society.

We may in this connection note that we have come across no instance in

which the liquidation of a society has caused loss of any kind to the outside
public. We believe that no such loss has occurred and, if due care is

taken in the management of socicties in future, it seems exceedingly unlikely that
the failure of any society will be attended by ultimate loss to those who have
“deposited their money with it.

AUDIT AND SUPERVISION.
88. It is important to recogmise that societies are chiefly composed of

Importance ¢f dudit and Supervision. ’ “ . 7
‘ / + which confront them are not always easy,

and that the handling of money involves certain temptations. . These condi- -

tions call for certain precautions, the enforcement of which requires much hard
“and uninteresting work. To ensure successful . management nothing is more
important than constant and vigilant serutiny of the accounts and examination
of the general management through the agency hoth of the Registrar’s
staff and of the co-operative institutions themselves. The value of such inspec-
tions, regarded as they are for the most part as routine work and showing no
immediate or striking results, often escapes notice, but they play an essential
part in the co- operative scheme, and fallures are lm*frelv -due 1o thelr mefﬁ-
“ciency or absence.

H

’

89 Section 17 of the Act prescnbes hat every souety 'shall be audited
at least once a year by the Registrar or

T/te terms | ¢ Andu‘ an(Z Supe;wswn.
x - some person authorised by him. -Axu

¢ enquny or ¢ mspectlon under certain special circumstances is provided for in-

_ sections 35 and 36 of the Act, but on the subject of continuous supervision no
" ‘legislative provision is requisite nor has any been made. The efficiency of co-
, operatlve institutions depends very largely on the arrangements made with respect

- to the two important safeguards prowded by (i) periodical audit, and . (ii) con-

- tinuous supervision, and we shall < zpiain below the ugmﬁcance we impute to
these terms. In the mean/fame we may note that it wauld be a great conveni-
. ence if the English demgmtlons of the staff -employed i in the various provmces""‘ 5
~ “which are DOW very diverse and confusing, could be so far umﬁed as {o allow . of e
. the term ¢ guditor’ and its derivatives bemo' applied to all staff em,luswely or
ffc]neﬂy enaa,oéd in aucht W01L (audltms employ ed by Govelnment bemo tmmed '

uneducated members, that the problems
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<« Government Auditors’) and the term ‘supervisor’and its derivatives to all
staff engaged chiefly or exclusively in supervision,

The expressions 1nspect10n and ¢ enquiry’ should, we think, be utilized
exclusively for the special and occasional operations contemplated by sections 35

and 36 of the Act,

90. Both audib and supervision are carried on under the ul«tnnate control
of the Registrar, and it rests with him

: not to confine himself merely to the obli-
ga,tory datles 1mp0sed by the Act but also to watch and regulate the whole
- efficiency of the movement.
For this purpose he is usual-

The Controllmp Staf.

CONTROLLING STAFY. '

OTHERS.

|

Number !
of ]
1

Joint or Assistant Registrars

. ‘ - work . to be carried on effi-
clently a minimum of two controlhnﬂ‘ officers with the qualifications which |

W, conmde »in‘(hspgnsable for the po:t of Registrar is requned in all the major

attenf;ibn hould b.e pa.uL tq such consldera,tmnsas the area of the provmce the

state offilg commumc&tmns “the "aVerage size ‘of societies, their. ‘geographical
dlstnbutlon, and “the. Vulume of ‘work " doite’ by them, but subject. to these"
general conditions, we should wordmmﬂy expec'* that, it 1o ‘outside; duties ‘are "
imposed .on . the Registrar. ‘and his " staff,"and’ npalt from any m 1‘eases that

ly provided with one or more -

Provinces. - Saocieties ‘From Indian . ' . .
‘ and banks. fgg‘ﬁ';{g civilser- PUR ™ drawn from the Indian Civil -

, osistrams. | Copnis-. sevice.  or Provincial Civil Service,

R S el N and in the major provinces

Madras TR ol 1,338 1 ‘.3,

By (el oms |1 . the present numb.er of t.h.e
U Benmli | e | nr |1 1 permanent controlling staff is
. Bibfrand Orissa ... e U B 1 - as shown in the margin. We

. United Provinces .. - 2,800 1 "9, .

e TS . o) Ei ,_1 -, shall speak later of the general

0] . . s . 1 - ) L g

o ¥ T o ’I)OSlthn of the Rev‘lstrar and.

| Central Provinces Tl 20 1 "1 v a . other oonnected questmns,
| —— ———— 'but here Wwe may note our
T o M| 0 |2 10 opinion ‘that to enable " the .

. the ‘above mentioned considerations may entail, there. should in " Bvery . major’

proymoe be ong: Registrar or Joint Registrar for  every tﬁousand mr fraction of &

thqusﬁnd socxetxes, and we cons1der that the charge of.a- Begls‘trar or Joint

Reglstra‘;' should be cvarded as equlvalent to the charue of ‘a district in 1mport-
i .‘tha.f .48 the, movement promesses and. éonsohdates, the

proportlon of - COntroI]mg xstad’f to SOmetJ,es ‘may require alteratlon but it is- for
g Government to realize ‘thiat 1nab1hty to, cope with ‘suitable apphoatlons for regis-

n, owing to shortness of superior staff will i in mos!: pzovmcdﬂ assuredly entml
'and ume@ulated glowth of unrecnstcred socwtles. The, Reoustla.t and lnsxf,
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be remembered that much of the inefficicncy of the past has been due to the
excessive work that Registrars have bad to do. On the question whether these
posts should usually De filled from the Provincial or the Indian Civil Service
we would not suggest laying down any general rule. But we wowdd point out
that it is very advisable that all oflicers on the controlling staft should be capable
of thoroughly mastering and digesting the standard books and periodicals on
co-operation without relying on sccond-hand information with regard to Europeim
conditions, and we would lay sirvess on the neeessity of a more thorough study
by the controlling staff of the theory and practice of co-operation in all parts of
the world than has been common heretofore. There are so many cases in which
the controlling staff have to decide on the course most consistent with co-oper-

ative principles, that it is most desirable that they should all be steeped in
the literature of the subject, and should even, if possible, have gained some
personal experience of it in Europe.

e As regards the clerical establish-
. | ceriewson  ment of the Registrar and his Assistants,
i
|

Province. : Ru:n:t Bl 'S .
Lo ““"If{l}’:’r'"l: all we desire to say is that every effort
. - should be made to maintain it at a pro-
Madrs o L7 Ay .

;}}I{;&mﬁ; o : per standard hoth as regards numbers
engh e ve. e 4 s s . .
Bibarand Orissa S ; and elficiency. The figures in the margin
Paniab o s 3 show the numbers of the staft at present

Central Provinees - 8 . .
maintained.

91, The terms of the Aet expressly require that the audit shall include an
The meaning of Audil. examination of overdue debts and a valua.
tion of assets and liabilities. By this latter
we understand not merely the preparation of the balance sheets of societies
but also a sufficient check, in accordance with such rules as the Registrar may
lay down, of the list of the material assets of the members. The audit should
in our opinion extend somewhat beyond the Jare sequirements of the Aet, and
should embrace an engnivy intoall the cireumstances which deterinias the ceneral
position of asoctevy. It would for instance be the duty of the auditor to notice
any instanees in which the Act, Rules, or byelaws have been infringed ; to verify
the cash bathnce and certify the correetness of the accounts ; to ascertain that loans
are made faxly, for proper periods and objects, and on adequate security ; to
examine repayments in order to check hook adjustments or improper extensions ;
and gencrally to sce that the society is working on sound lines and that the
Committee, the officers, and the ordinary members, understand their duties and
responsibilities.

92. It is clear that an audit in thissense cntails a much more comprehen-
sive enqguiry than is usually made in the
casce of Joint Stock Banks, and the reason
of this is that in the two cases the objects of the audit are entirely different,
In Joint Stock Banks auditors arc appointed by the shareholders to carry out an
independent invest.yation into the Company’s affairs and to report the results to
them for their own satisfaction. Inthe case of primary co-operative societies

Andit to be under Goyernment Control.

in India at the present stage the audit is intended in the first instance to assure

Government, through whose agency the socicties were formed, that they are
developing on sound lines, and only sccondarily for the satisfaction of Central
Banks or outside investors, who have cntrusted money to the movement, and of

PRIMARY SOCIETIES, 57

the society members themselves. The audit is infact a  State-controlled audit
and it appears to us that this view is implied in the clause of the Act which im-
poses the duty of making an audit on the Registrar and his nominees, It is
through audit alone that an effective control can be exercised over the
movement, and it is clear that it was never intended that the audit should be
merely an arithmetical one and that the Registrar’s activities outside that audit
should be confined to the inspecticns or enquirics mentioned in sections 35 and 36
of the Act. The auditing staff, from whatever source they may be paid, are in
our opinion responsible to the Registrar and must be mainly confrolled by him.
Their reports ave intended primarily for his information. The objections that
have been advanced against a Government audit in Germany are firstly that the
staff is appointed by an outside non-cooperative judicial authority and consists of
“minor officials who audit the accounts as a matter of routine without practical
“experience of co-operative work or enthusiasm for its objects, and sccondly that
such a staff has no means of ensuring that the societies, after certifying the com-
. pletion of the audit to the Cowrt, do not file the audit report without taking any
action upon it. These objections do not apply in India. As we shall show below,
there are means of making an audit by a Government staft efficacious, and the

" men employed, whether paid by the societies or by Government, are expert co-
operators who are under the guidance of co-operators and whose prospects
depend on their good work. The audit moreover will always in India be
carried out on the spot, and the visions' which have been sometimes conjured
up of a hieadquarters office of clerks and accountants harassing societies with
a stream of petty technical objections, are entirely baseless. It seems there-
fore to us unobjectionable in principle that audit should be carried out under
State control, and we consider that at the present stage this is the only arranges=
ment under which the purposes of the Act can be secured.

90 When we speak of an audit under Government control, we do not
mtend that the entire staff should he

Two. clabse& 0 'auv/zton-—0uemment
LA - Government servants. On the contrary

Aude iors.

K , o .~ we . think that the fmchtmﬂP staff may

no'htly be divided mto two sections, (a) a staff maintained by Government for
super-audit, and () a staﬁ maintained by co-operauve 1nst1tut10ns for 0110'11131

audit.

- 'We have termed the audit, required from the Government  staff, a
“super- aucht,” ~and by this we mean not the mere testing of a previous
" audit by a percentage check, but a separate and complete audit made at longer
intervals than the original annual audit. The staff should be permanent and
‘pensionable, and its pay should commence at a figure not lower than that of a
sub-deputy Collector and rise by peuodlc 1nc1ements. Ifit is found conven-
-ient, it may propelly be 1ecru1ted wholly or in. part by the deputation of
- Government servants from the Revenue or other Departments, but usually we:
“anticipate that a separate staff of permanent auditors can be formed, and that
the best men in this staff will often be those who have gaied experience in.the .
‘service of societics. We do not contemplate that the auditors of pnmary :
societies should ordinarily be given any clerical staff a$ all, and look to- them to
carry out audlts ‘personally and without the assistance of a clerk.

In our Oplmon, an officer whose duties are conﬁned to the audit desumbed
~above and who has to’ deal with . well-constltuted societies in good 01der, can,
mﬂess the- membershlp is exceptlonally large or, conimumca,tlons specmhy v

I
o
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i ':» . ' .



58 PRIMARY SOCIETIES.

difficult, carry out the audit of about 100 uOOlOtICS in a yeal and the .
Government officer in charge of the super-audit should be able to visit very
much the same number of societies. The super-audit should at first take the
form of an audit of every society once every two years, hut after a period of -
4 or b years, as the socicties’ staff becomes more equal to its auditing duties; the
interval might he enlarged-to 3 years, and perhaps still larger intervals might be
permitted in the more distant future. In other words we would have approxi-
mately one Government auditor forevery 200 socicties, and after a few years
would contemplate one to every 300 societies, with possibly further subsequent

Number ; Gumberof - pecommendations  would affect existing
- , Sovernmen
Frovinee. S‘:I,‘,ﬁ‘" r(P;mlxtalll:gn?%:)ﬁc; arrangements may be gathered roughly
anks, emporary).
7 from the details given in the margin, but
A Lass : 6 as different -provinces wuse their staff in
Madras . e K . v .
Bombay Wl L s different ways and refer to them wunder
! . . . . ’
Dengal e various designations, the circumstances of
i 888 .. 819 1 . o
Bibar and Orissa , o J . each would need special investigation. We
United Provinces 2, ) 2
‘ ; would note that there are advantages i
Punjab . 3,333 : 19 ) g in
Burma w | L3 on making the charges of auditors contermi-
Central Provinces w2213 23 nous with one or more diS'l’iCts, and where
£ 249 5 . . .
':”m : no | w the number of societies makes it feasibles.
oorg ] . ) . ) ; >
Ajmer R 9 in placing a single district or definite
administrative area under 5
Total Brétish Indéa . 14,891 170 t one G0ve1nment

~ auditor. Wemay further add that though
the Government auditor should not ordinarily be entrusted with educational or
propagandist work, yet he may sometimes be called upon to guide and assist new
developments. To prevent routine habits and staleness provision should be made
for u suitable recess, and ‘oceasionally special work of an interesting character may
be assigned to him. If however such duties are frequently entrusted to him or it
he is placed in charge of an appreciable number of sdtieties of a special character,
such as societies for insurance, purchase and sale, etc., then the average number
of societies that he could be expected to audit should bo materially modified.

- 94. As above stated, the original audit of primary societies should 1n our
opinion be carried out by a’ ‘staff main-
tained by co-operative institutions them-
selves. We deplecate the ~ creation of " a  new Gov emment departient
on a large s}oale to carry out audit, both because it is undes1rable to let .

Non Government andit.

loose in 1no1éas1n0' numbers a new set. of Government officials ~on the

villages, and because the officialization of the work might breed a sense of
hostility towards audit generally on the part of the societies. The staff
would mdeed be empowered by the Registrar under the "Act to undertake
audu; work . and ~would remain under his ultlma,te control ‘but the
appointment, transfer, and dismissal of all auditors should as far ag

possible be made dn accordance with the recommendations of co- -operative

institutions, and the pay of the staff should be plowded by the movement
~and not by Goverhment When the Government . a]readv finances. this staff
in whole or in par its aid - may be. withdrawn _gradually.  Ag long as
the pay “offered is @dequate and the staff such as the Reglstrm can really

rely on, we weuld leave it to each province to decide in what manner

the yarious (‘entml Banks, Umons, ‘and  Societies should combme to
entert&m the audltors\ 1equ11ed A common qtumbhng block however m

(ST ,f e " . ; v N - ‘ ! R C - aE

extensions. The degree in which these

,ﬁnancmg or controllmg agenoy which may record on_ 1t or repor
.. which it has, taken or proposes to take. Thedefect of meﬁeetlve audit,
v the movement has suﬂ’ered in some ('ases ln Europe, wﬂl t’hus be avouied a.s
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" the case of small and local establishments, is the stagnation of promotion
and want of prospects, and this can only be avoided by the formation of
an audit Union, for the whole province, such as has been started in the
Central Provinces, by means of which the auditing staff is brought
into one cadre under the control of the Registrar. Where this or
some similar system isadopted, the cost of its maintenance can be met
either () by a levy per capito on all the members of -primary

~ societies - cr (b) by. the distribution of the cost .over societies and central

banks on the basis of working capifal or (¢) by a similar distribution on
the basis of net profits or (d) by a corresponding rise in the rate of interest.
In whatever way the money is raised, the system of an audit Union

“on the lines suggested is one capable of development as time goes on. As

societies prove themselves fit to take affairs more and more into their own hands,

the degree of control exercised by the Registrar over the mon-Governmental
staff can gradually ke relaxed until ultimately the entire work of ‘making
the original audit devolves on the societies themselves whose representatives

would then be able not only. to receive the audit reports but alco to take action

on them. ,That time howeve1 is still distant. : o v

95 Tt is scarcely practlcable to 1equno any special educational qualifica-
Qwhﬁmmm of Stafl. tions in - the staff, whether maintained by

: Government, or the co-operative institu-

tions, but it may be found i in time advisable to recruit for some or all of the posts -
“from among men who hold a certificate as requn‘ed under section 144 of the

" Indian Companies’ Act. Also in time it may be convenient to open’ classes for the’

training of auditors or supervisors, but we do not think that af the present stage
any better training can be found than practical experience under the guidance
of the existing ctaff. The nature and period of this practical training are

matters cn whmh the Local Govemments and their Reg1st1als are in the best
pds:t:on 1o form an oplmon o '

96 The aud::tor whether employed by Government or the co-ope1at1ve‘
1nst1tut1ons, must record and report to his -
controlhng officer the results of his audit
“and we’ regret to note that in'some parts, of

Repnr!s of Au(h/crv and acl’u,n falten
thereon,

}-the country this is done in a most pelfunotory way, a few lines i m the society’s :

‘minute book being °omet1mes considered sufficient. The Regm;rar shouId pres-,

T cnbe a form of report giving, in sufﬁment but not in too minute detail, the points
: on*which enquiry should be made. We would depreoate, howevel the practice

that obtains in'some places of making useof sucha- form as a means of colleotmg,

- elaborate statlstlcs rathe1 than of testing the real condition of the soo1et1es. It Q
will be for the Reglsh ar to determine what degree of cheo];mg is required i in eaoh
. .¢ase, but we may note that in most agricultural primary societies there Should
Eelno difficulty in 1equlr1ng an absolutely complete check of: all entries i in th,e
. Aecount Books.. A copy of the auditor’s. report should be- supplied on' ‘the’
'spot to: the society in its own vernacular and should be treated ‘as open-to pubhc
'mspectlon The 1ep01t 1tself should be seen both by the ﬁnanomg or controﬂmg

gmy aotlon

from wlnch E

;lr'
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the ﬁnzmcmﬂ“ agency will be able onits own motjon or on fhat ot the 11 cfrlstlar
to insist that steps shall he taken to remedy faults dn pain of the withdrawal of
its financial support ; andin extreme cases the Registror has of course power
to dissolve or wind up recaleitrant or hopeless socicties.

We may add that the personal vesponsibility attaching to auditors under
the Co-operative Societies Act for the correciness of their reports is, as far as
we are aware, the same as that attaching to auditors of commereial concerns
under the ordinary Civil Law, and  we do not advocate any special treatment
for the anditors of Co-operative Socictics.

7. The above recommendations refer primarily to agricultural credit

Audit in limited liability and non- sovietics  with umlimited lability. In
credit Soczeties. the case of mnon-agricultural primary

societics or agricultural credit or mnon-credit societies with limited liability,
we would leave it to be decided locally whether such societies should be
admitted to membership in the Audit Union ornot. In some cascs, such as
the larger wrban banks and distributive or insurance socicties, the work of
audit may be so much more intricate and expensive than in ordinary cases,
that the Registrar might make special amangements for the andit and the
recovery of its cost cither through the Union. or otherwise. There are on
the other hand special cases, such as the audit of societies with unlimited
liability among a low-caste population, where Government would be justified
in contributing to the cost of audit as a temporary and eleemosynary measure.

98. The work of “supervision’ covers many of the points ﬁhich
Supervision fo be entrusted to the have already Dbeen included in audit,
Socielies. . but in addition it implies the duty of

instructing the members in cd’operative' principles and the propagation of

the movement by the Ol'ffamaa,tlon of new societies FEven where it covers

the same ground as audit, however, it differs. from i; in that it aims not merely
at testing the- eﬁicwncy of a soclety but at helping it to be efficient and it
comprehends the further task of seeing that the defeets noted at audit have been

remedied.  The supervisor is concerned to see that the work of the society is not:
only business-like and up-to—date but genuinely co- operative.. While satzsfymg S
himself that the accounts are in good order and. that business is being oonducted
regularly and prudently, he would refrain from ver ifying . the figures in |

detail, and would set himself to test the knowledge of the Committee and
members, to advise them with regard to difficultics and disputes, to explain and
remefy mistakes, and to impress upon them the principles which societies should

“always have befow them. These functions should in our opinion rightly devolve
on the co- operatlve msututlons themselves, and, as shown jn the margin,. they ‘

C o " | Bupervising staff enter- al’e &h’eady 111 some measure, bemg
- Number | tained by Cosoperative 1 . o
. Provinges. | 0. ~ Tnatutions. discharged by them. The supervis- -
L | I{ﬂnﬁber.fﬂl}li)’ est.  ing staff is orgamzed in different ways
- - S Re, 7 '
Modms © . 0|0 v in different provmces. In the Central
S I ‘ 1,200 .
gf{;‘%‘,‘zﬁﬂ Oriwss .| Bl 7“1:1%)' o M Provinees, for, Jnstance, it is included .
Provin: o ] 2, - 8.1 080 '
‘gﬁnﬁm wloosEs ) m T along Wlth the ‘auditing staff in a
. T ' e E : . b . J .
. C::lnﬁgl Provinoes 2.3‘1‘2 . 33 : 1493 Smgle cadre and employed by a PI'O i
E s |t 3 SO 0 Lo - s
v | 31 R, f A ¥ : ER
Lo s 1 160, vincial . Union into " whic ‘
. British I;ldta 14,880 | ‘m , - 12._;30 ' h Centr&l -

E - Banks have combmed for this pur-
o ;pose, " and a 31m11ar Federatmn has been pro]ected in Bihar a,nd Orissa,

‘ In. urma, wroup% of Local Umons whose areas ad;)om cach other contnbute .
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to maintain jointly, an itinerant supervisor, and in addition cach of the 90
TUnions ecmploys a separate paid Sccretary w hose duty it is to teach and train the

" members of affiliated societies. In the remaining provinces it may be said
generally that the supervising staff is appomted and mainly contlolled by
the Directors of Central or District Banks for the beneﬁt of their’ aﬁihated
socicties, or by Unions in districts where they eust ‘

In.whatever way the staff is 01'0"1msed it is for the societies or their Unions
or Central Banks to see that a sufficient and efficient staff is maintained to carry
- outtheir duties, and the Registrar, though watching through the auditing
. staff how far societies do reallv attain to efficiency, and therchy Leepmcr a
check on superwsmml work, should not himself unnecessarily interfere with -
it.  For supervision the stre ngth of the staff will depend on local conditions
and on the extent to which honorary workers are av railable. The staff will 1ot
he under ‘the orders of the Registrar or his auditors, and its reports will be
submitted to the body which maintains it, and will not necessarily go.on. to the -
Registrar. It will be for that body to decide how the work should be carried out
‘and whether supervisors should like auditors, be required to submit their reports
_in a definite specified form. In its teaching and propaganda work the supervis-
- +ing agency should, we 'consider, be guided by the principles “}nch have been
"' mdlcated by us in parwraphs 30 a,nd 30 above.’ ~

Accounts and Returus S Ty

* 99, The submission of accounts and retmns by socx,etms 1s governed
Dy rules under Section 43 of the Co- 0pe1at1vc Societies Act, and it has usually

 been found possible to obtain such veturns =~ with punctuahty “The,
+ peturps arve in some cases prepared by the secretaries of the societies thems =
selves, but where . these officials are too ignorant or mexpeuenccd they
have],f" ecelved help from the auditing or supervising staff. The form
B of the 'rebimms 1o” be; prepared by societies ‘depends mainly on the manner.
in whlch statls’ 'cal ﬁmforma,tlon has, under the orders of the- Government
-of India; to he supphed by Reglstrars to the public in their "Annual Adminiss
tration Repmts. Orders on this point’ wite' wsﬁed by the. Govemment, of India: -
 on tlie recommendations of the: ﬁrst“Gonferéﬂse of | Reg‘i’stmrsm ' ’hbn 0
they preseribed the publication of informatibn. by Qistricts sﬁofwin |

" figures for socicties in the form of (a) a Recelpt and ])mbﬂr&é‘ éﬂ't
L) a Profit and Loss Statement, and  (¢) a Balan et Th -
. the' ‘retuitis was aftet éonsultation with. the Confererge.of Reo"istleus held in’ i

1012, aménded fn 1913 in oider to meet the i;endméns' of.'the new., Act,

4 and o’ supply certam 'mfarmatwﬁ needed. %y the' Intérnational Instltuﬁg of
Aghcultme in Rome. “We'. ﬁnd:, however, that ‘there_ is’ some dlssa,tnsk"”on
regardmg these Teturns on. the pan"f of Reo'lstx'a:rs, some "of vwhon ‘cons dem: ’ t]:ih,
5 too elaborate for primary SOOletleS and. point out. that in any ‘case ‘t o8
[ returns dre of little value when preseribed in bhe form" of Pro .
ot We have also found that fOr about a month . before. the rei;u;'ns A ‘&ue-
s staft of. sovieties, and in- many oases the auditing and supemsu;,,.:m'ff
in’their prepa,xatioh ‘that' current ' work, even when of
s often - to be entlrely neglected.’ Snmlarly, o1 'thy

returns b _ e’g:strm_-s office; his élerical staff has to dévaie
of timefo ting checking, and’ Seekng "'thr()ug'
ma,ss of statxstlca £

hidh is not g
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We have carefully considered the questions raised and we have submitted

separately to the Government of India a letter containing proposals for a fresh

revision of the annual returns. 'We recognize that in proposing a fresh series
of returns we are causing comsiderable, though temporary, inconvenience to
societics and to Registrars, but we hold it to be of some importance to utilize
the opportunity which has presented itself of placing these returns on a proper
footing, and we believe that so far as the offices of Registrars are concerned the
changes proposed will lead to an appreciable reduction of work, while the in-
formation presented to the public will be published in a form much meore
suitable for assimilation. We have based our proposals on three main
principles. In the first place we have maintained the view that each society
should prepare the three financial statements above mentioned, as we considor
that without this socielies can never be expected to develop the requisite
husiness capacity for keeping their own accounts. In the second place, while
expecting societies to prepare these statements themselves, we recognise that they
have not always the requisite capacity for this task, and we would thero-
fore accept returns prepared by the auditing staff, but in view of the inconveni.-
ence cansed by the present system of preparing all returns immediately after
the close of the co-operative year we have suggested that in the cases where the
returns are not prepared Ly societies themselves the accounts prepared at the
last audit during the year should be accepted in their stead. It-can no doult

be urged that this plan vitiates fo some extent the conclusions drawn from the °

statistics as regards the progress of the movement, but we believe that it wij)
have this cffcet to a small extent only, and that astime progresses this disturbing
element will disappear. Then, in the third place, we have suggested that, whﬂe
the returns for eentral societies should be exhibited in the form of the three

prescribed financial statements, the data for primary societies should be shown

~ in one statement only which exhibits in a statistical form the outstanding
features on which information is required. By this curtailment of the
published data for primary societies the amount of compilation and cheo;
now required from the clerical staff in the offices of Registrars will be reduceg
and the statements appended to the Annual Reports will be greatly simplifieq.
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CHAPTER III.

CENTRAL BANKS.

100. As has been noted above, the original scheme for co-operation in India
did not contemplate the federation of

Federated financing agencies. At
societies into central financing agencies.

. It was of course recognised that agricultural socicties could not be expected in
. all cases to raise their own funds, but it was anticipated, in accordance with a

plan promulgated by Mr. Dupernex, that the Urban Banks would be able to
raise sufficient capital to meet both their own nceds and those of the rural

‘societies. Under these arrangements certain of the larger Urban Banks in

various provinces gradually assumed the position of central financing agencies,
and these ‘were followed—especially after the passing of the Act of 1912—by
other. Central Banksin many of which the agricultural societies were themsclves
in some way represented. In some cases Central Banks have been established
which serve the bulk of the societies in a province, and deal with the societies.
either directly or through the medium of guaranteeing ‘unions of societies. In
others the Central Banks serve smaller areas, such as a district or part of a
district, and, when themselves in want of funds, have recourse either to each
other or to Joint Stock Banks or to a Provincial Co-operative Bank established "
for the-purpose,—a subject with which we shall deal in the next Chapter.

Iﬁ Madras, thevMs.dras’ Central ﬁrban Bank has financed a large uumber
of primary societies in outlying districts. “In Bombay, there are three Central

" Banks working in areas not greater than a district, but by far the greater

portion of the work of financing the primary societies in the Presidency is
performed by the Bombay Central Bank. In Burma, two local Central Banks

have been established, but here toc the greater portion of the societies are

financed directly by the Upper Burma Central Bank. With these exceptions -

~all the primary societies throughout India arve financed by Central Banks

established to do business in an area equal to a district or part of a district.
For reasons which we shall explain in the next chapter we have deemed it
suitable to exclude from consideration here the Central Banks of Madros and

Bombay and the Uppe1 Bmma Central Bank, and to deal mth them in the

¢
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next chapter along with the Provincial or apex banks recently founded in Bihar
and the Central Provinces. This chapter will therefore be confined to those
Central Banks intended to finance primary societies within a single distries or

part of a district and it will be understood that it is to Dhanks of this class only.

that we refer in using the term “ Central Banks. ”

101. Before dea)hnoP with Central Banks of thls class, we desire to refer to

the system of guaranteeing unions which
in some provinees form the link between
the financing agency and the primary societies. The number of such unions
¢ e oo ... ghown in the returns for each province is

Guaranteeing Unions.

~

Province. No. of wiows, @8 noted in the margin, ' In Madras, the

constitution of unions has varied at differ-

Madras e 4 ent times and ‘those latterly established
Bengal ... - . 7 . . Y L
o o entail no guarantee for loans given to the -
urma e e s - . . S .
o ) societies of the unions. The unions in

Assam e . e .2

Bengal and Assam are intended to follow
cvenemPy the Burma. model and somewhat similar unions are contemplated in

Bihar and Orissa. Itis in Burma that the system of guaranteeing unions |
had its origin, and as will be scen from the figures above quoted it is in -
that province that the system has had its greatest development The Burma -

union as a rule consists of 5 to 35 societics and is managed by a geneml meetmg‘ K

on which all the societies are represented. The umnion is registered. as & society
with limited liability and mutual guarantec is effected by a rule that each

constituent society shall be liable for any default by a 5001ety in the repayment
of a loan recommended by the union to the extent of the maximum amount of

its borrowings from: non-members in the twelve months preceding a. call,

v-

g

noted in paracrraph 98 above, the ‘unions employ a pald Secretary and the‘
decentlahzatlon of . supervwlonal work thus'secured is' in our opinion very

valuable. : R : .

The logical basis for the reliance placed by a Central Bank on the assess

ment of credit made by a union is of course the fact that such unions are =
groups of societies which themselves hold shares in Central Banks. “‘Althbugh L
. societies might be federated for purposes of muttial supervision and the assess- ~

- ment of credit, little confidenice could be ‘placed in sich assessment and still
- less‘in the action taken for. the recovery of loans, unless the federated societies;
were themselves pecuniarily interested in the amount and character of the loans.

1t has been, found at the same time that the grant of loans to 1nd1v1dua1 societies . :

is ere(hted and théir ¢redit enhanced by a system of mutual. guamntee and
~ supervision, wluch has’ been found to work excellently in the: provmce Whe1e
- 1t had its origin. Tlﬁs system has been impugned on the ground that &’ union
should mnot meddle qn - bankma business, and that the mufiml _guarantee in- - §
- volved an, ili\t@l'l(w]‘:lnB Of liability which leads to confu&on. ¥
that there may be some misapprehension in this critioimy.as the guaranteeing '
. union eSt&thhed in this country is not & bankmg body ‘whi¢h 'borrows on the
“ultimate Ilablhty of 1ts constltueﬁt somet1es in adﬂitmn to thelr own borrowmgs, “ :
~/but merely a- oumanteemg abency Whmh leaves the, ulthate hab1hty of the: "
societies unimpaired. It ‘is true. tha,t thi§ ' fori.. of federatmn has not bﬂen‘
.‘,-*;mstltuted so far as we are aware in .any Emopean country, but the a:Bsence“
anteeing umons in, Eur0pe may be dué pmtly to greater dlstrus ‘between .

‘6'think however
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adjacent villages and partly to the want in Ewrope of any proper method of
enforcing the recommendations of co- operative unions.  One of the crucial
problems in India is the vast size of the country and without some method of
increasing the size of the individual unit with which the controlling agency
has to deal and at the same time of arranging for that unit to undertake work
which would otherwise fall on a paid staff, the task of adequate supervision is
rendered extremely difficult. We consider the system as established in Burma
to be feasible and full of promisc. We should be glad to sze a system of this
nature tried in other provinces and we look on this as one of our most im-
portant recommendations. The socicties in all provinees should gradually he
brought together into unions for the purpose of mutual supervision and for the
assessment of credit and recovery of loans, and unless experience clsewhere
should belie the results obtained in Burma, it wiil be in our opinion a great
accession of strength to the movement if these unions undertake some kind of
guarantec after the Burma model. Tt is not indeed necessary that the guarantee
should, in every case, entail a complete liability, and it is possible to arrange
that the union should guarantee one-half or some other fraction, especially in
cases when it is dealing with a bank of a class which must undertake vesponsi-
bility for the assessmens of credit. But a guarantecing union of some kind s,
in our opinion, advisable where the financing agency is a Central Bank, and
essential in cases where a Bank dealing with a whole provinee attempts to deal
with socicties without the intervention of a Central Bank.

102. Tuarning to the Central Banks we would draw attention to the
double function which they perform of
() ba;la.nung the funds of societies and
(b) supplying capital. Up to a certain

Funclions of Central Eanks. Contrasted
with Joiné Steek Banks,

_point the former function can he performed by the Registrar, and the latter by

Joint Stock Banks : but a time soon comes when a Central Bank of some kind

“ has to be substituted for these agencies. As the number of societies increases,

the work of balancing funds becomes greater than can suitably be entrusted to
an officer such as a Registrar who has so inany other duties to perform. Forthe
sapply of money it was not uncommon in the earlier stages of co-operation in
India, for societies to apply direct to Joint Stock Banks, and the-practice is
not unknown even now. But as a general rule a Joinf Stock Bank, however
anxious to help, is not the best agency for the supply “of capital to primary

. co-operative societies The ordinary Joint Stock Bank deals with tangible

securities only and finds it difficult to appreciate the imponderable * factor in
co-operative security, even when combined with unlimited liability. It is
aceustomed also to dealing with short loans as understood by commercial cireles,
namely loans of 2 or 3 months, and looks for a far more rapid tmmover than
can Dbe afforded by the class of loans needed by members of agricultural

~ credit societies. It could mot be placed under any direct control on the

part of the Registrar, nor would it be fitted to exercisc the necessary control
over the societics, and it would scarcely be prepared to lock up in the
movement the amount of capital which the proper financing of soc1etles
would demand It has therefore been found advisable in India as clsewhere
to establish the class of bank represented by Central Banks and to maintain
them under co-operative control, which will appreciate the sPeclal conditions
under which co- 0-operation works and act in- sympathy with those conditions.
' 26
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103. On the establishment of these. Contml Banks they were entrusted
with the two functions above alluded
to, namely of balancing funds and of
supplying credit.

There is however a marked difference in the respeetive impm'fance of
these two funetions in India and in most Buropean countries. In the latter
the chief function of the Central Bank is to take over moncy where and
when it is plentiful and to distribute it where and when it is lac]\mg’: in the
form.er, its chief function is to supply capital dvawn from outside the movemens
to societies. The percentage of capital horrowed from Co-operative Institutions
by primary socicties of all sorts in India is 53 per cent as against 8 per cent in
Germany, and the Central Bank fulfils a more important and a more difficult
vole in India than in wmost Buropean countries. The sphere of operations
is also somewhat different, because a Central Bank in India is usually formed
for a district or part of a distriet, and although the number of affiliated socicties
will, as the movement extends, reach a considerably larger figure, a Central
Bank in Tndia serves at present onanaverage some 40 to 50 societies only,
while 1lie Ceniral Banks in Germany are formed for a Province or State and
serve on an average some 500 socicties.” On the other hand the extensive arcas
of our districts and the deficiencies in our communications are factors which
to some degree assimilate the management of an average Indian Central Bank
to that of t]w institutions of the same name in Germany, and as time goes

Conlrasted with Furopean conditions.

on the number of societies affiliated to them will also tcnd to approach .

nearcr to that of the socictics afliliated to the German. Central Banl\s.

104, The Central Banks of all 1\111(15 now existing in Indla, are d1str1buted
: over the various Provinces in the manner

Distribution of Cc"”“{z B"_L"Z',Sf ~ shown in - the margin, and an abstract of
S | " their organisation will be found included

Madras x ,,; w7 . . . . r .
" { . in Appendix I of our Report. We shall
Bombay 8 K & '
Besgal 3 note in the next Chapter of the Report
Bihar and Orissa .. SRR our reasons for holding that in all the
United Provinees... e N major Provinces it will be advisable for
- Pimijal . . e 38
n"‘”” ‘ " these. banks to be - co-ordinated under
urma e e 2 )
contral Proviness - o .| w . a Provincial Bank, (that 1s an apex bank
 Assm o A for the whole province;) ‘and our remarks
Agmer % “on Central Banks are ‘made generally on
co : ~ the presumption that this further link
K3 e Tpful Ihtlwh TIndie v i 180

oundness an(l suceess of Central Banks are based on the  same f&ctms as

we have shovm to'lic at the basis of the soundness and ‘success o£ prlmarv
societics and we propose to' deal with Central Banks under the ‘same three

| 'heads, namely () their constltutmn and management, (4). the manner in which

their capital is composed and -employed, and (¢) the efﬁcmncy wnh which they

arc audited and supelvlsed o o .
Coxsqnwrow AND MANXGEMEN’I.A

105. Oenhal Banks in India may Lc olass1ﬁed accordmw to thelr constitution
under three heads (1) banks of v hich the

Three classes of Banls e

" Bauks wibs  Individual  shargioliers memb vship is eonfined to ln(IIX’ldua,ls 2)

Lo ey bm]\s of whlch the mcmbershl_p is confined

. will when necessary be supplied. - The
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.~ R . -

to societies, (3) banks which *include both individuals and societics among
their members.. The numbers of Central Banks falling under each of these
—— heads are approximately as shown in the margin.

—— ,Class 1.] Class 2.|Class 3.
DUV UPUNGS TN The first class includes any bank in
Madras w4 . ;‘ which the sharcholders consist entirely of in-
]l::“;:’i M ,, (ividuals or in which socicties are admitted as
Bibar and Orvn | . 1o shareholders on exactly the same footing as in-
United Provinses | .. | 14 |41 dividuals, without any special provision for secur-
, Punjab, i R f ing their representation on the Committee or for
:::: provinees | e | e ,, reserving a definite portion of the shave capital
Asam - .ty forthem. A bank of tlis class stands in. much
Ajmer ( B the. same position as a joint stock bank, and in
roat .| 3 T deciding whether such a bank should be ad-

mitted to registration wunder the Co—operatn"e
Somehes Act, Registrars should, we think, be guided by the consideration whe-
ther the bank proposes to grant loans to any persons or institutions besides re-
gistered co’bperative societies, and whether it intends fo undertake any outside
‘banking business not immediately connected with co-operative finance. In.
. either of these cases the bank should not be registered, because its existence will
 only cause friction both with the societies “which it is intended to serve and with
, the joint stock banks with which it may enter into competition, and its work -
Would not be of the kind contemplated by the terms of the Co- operatlvu Socie-
. ties Act. There are now practically no Central Banks 'which undertake 0uts1de
' business and comparatively few which lend to individuals, hut in our: opinion f‘he
tlme has come when steps should be twken to bring to a close in a,ll cases the
pmctme of grantmo’ any loans except to registered societies. If these eonditions
, are complied with; we would not recommend the absolute prohlbltlon of the
“use of this klnd of Bank by societies, provided that the byelaws are carefull\
drafted ‘and mclude provxslons limiting the dividend to a reasonable percentagé
“on share: Capltai s0'ds 10 ensure: that affiliated societies can mnot becorae a
‘prey to thescapitalistic' tendenefes ”f‘the shareholders, The relatiohs between
. societies and a bank ' of sthis’ clas,s”' WouId be &  matter of conhact and it -
~would be for the Remstrar ‘to seé fhat the contract W&S Tnot unf&?ourable g
1o SOCletleS. In any ecase it wo‘uld be* necessary “for such a bank o mam-";
tam its owir mdepnndmt field staff for the assessment of the credlt of ‘mpph-
cants for loans, whether such apphcauons had been renommended by Unions
or 16t} as its Commiittee would not inclade expenenced representa,tlves of the
‘societies or be able to Jely solely on the reeommenda,tlons of groups of hor-
rowing socmues uneonneoted with it in; pecumary mterest It must of course.
be un derstood that a purely eapua,hstw Centi'al Bsmk is not a suitable ao'ezwy
for the training and superwsron ‘of Societies ar for ﬁxmg the tota.l borrowing.
.“ b is@§1t1eq of socleues m respeeb of thelr dealmgs Wlth the pubhc On ihe‘

ehfve f‘shmehol@gls 'of the Centld |
socxeues 1s ehmmated b)ﬁ Jthe: 3 e
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management of this class of bank entails the least ])OS%]ble expense, as owing to
the union of borrowers and lenders, the staff, mainfained to verify the credit of
borrowers or to recover loans from them, may be on a much diminished scale.
There is no need of earning dividends since the profits out of which they come
are derived from the very institutions which would receive them. On the
other hand, it is difficult under present conditions to find among the members
of societies representatives with sufficient capacity to manage such an institu-
tion, and this type of bank generally fails to exzite the interest or leave room .
for the assistance of the middle-classes, who by its constitution arc excluded
from active participation in the movement ; nor has it the necessary prestige
to command local deposits to the extent to which they would have been forth-
coming if the middle classes were identified with the bank.  In view of these
practical difficulties banks started on these lines have not hitherto proved an
unqualified success, and. though'they- represent the model at which co- -opera-
tion should ultlmately aim, they should not be unduly forced. Where the
_ mecessary personnel is available, it might be possible for them to obtain the
advantages of the help of the educated public by allowing the co-option of
“individual capitalists or others as directors with a substantial shareholding,
¢ as has been commonly done in Europe, and although the co.option of one
or two such_directors might not bring in as much deposit capital as in banks
where the middle class was more substantially represented, there would
ordinarily, on the other hand, be a compensating reduction in dividends and
other expenses. The system, however, has not hnherto been tried in Indla

107. The thnd or mixed type comprehends banks in whlch socletles arev '
nof only assigned a certain’ proportion of =
the shares but also are given separate _
»repreqentamon on the bomd of dlrectms If provisions are introduced which
by secumnv to socletles a ma_]omty on the directorate and by hmltmw dividends
. toa reasonable rate, will prevent individual shgreholders from enjoying an
undue advantaoe we consider this class of hank well suited to present
conditions.. Though not so cheaply managed as the second class, it will be
cheaper than the first and in addition offers a means whereby an intelligent
directorate can be obtained and the m1ddle classés of the lqcahty enabled to
.. taketheir part in the movement. In starting new Central ‘Banks, it #will be
" well usually to adopt this system, but provision should be made to enable the, .
ﬂ:'bank by .degrees to become more co-operative by diminishing the number of its
: fnon-‘werkmg individual shareholders either | by lapse or by redeeming their
<~ shares or by Qonﬁmng all fresh share issues that may be found necessary to |
,sometws only' ' ‘ e :

Banks with mzre(i canstz/utzon

108 It is usual etcept in some cases in the' Pungab 10 asszgn “to- each
~ Central Bank’ a deﬁmte ‘area’ within
W hich it may 81‘311(; loans to. Societies,

but the area ouvefed’ and the number of societies - served varies cons1derably
" There is a “terdedcy’ 4o’ assamﬂate a ‘bank's area of  operations- to some,, ’
i a,dmmlstra,twe winlt sach as’a district or sub-division' or tehsil or talika, and
Cooin many mstances banks hidve: hltherto Worked suecessfully in compaira,tnfely" ‘
“small areas, but in' ‘these cases they’ have not - ‘undertaken the il .
;penses which in olir opinion should be borne by Central Ba,nks and theylz :
ave: -f"generally en]oyed the advantage of mde margms between theu;

H :0'

‘Awm am{able' far a C’entmi» Ba &,
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borrowing and lending rates.. If our recommendations in respect of staff and
fluid resource arve carried into effect, the expenses of Central Banks will
absorb a substantial part of their working Capital, and the cost will of course
be proportionately less when distributed over a larger business. Conse-
quently a Central Bank should cover as large an area as is compatible with
convenicnce and efficiency. Although it may commence on a small scale, if
cannot expect ultimately to work at a profit unless it has a considerable capital
~and we think that a Central Bank should ordinarily expect to deal, either at
once or within a reasonable time, with at least 200 to 250 societies. Subject
to the above considerations it is always well to adhere as far as possible to
‘administrative divisions and to avoid the creation of banks intended perma-
nently to deal with any area excoeding a district.

109. It has not infrequently been suggested that where there is an apex or |
Possibilsty of substituting Uranches Provincial Bank, the Central Banks
, of Provincial Bank, ~might with advantage be converted into
branches of it. It is contended that the concentration of banking skill and
- experience and the aggregation of funds and accounts in one place would entail -
a saving in management and that Central Banks would then be regarded
-simply as machines for taking in and giving out money under the direztions of
the Provincial Board, and could be left in charge of managers on compara-
tively low pay. There is some doubt, however, as to the possibility of carry-
“ing on the work through a low-paid local manager and there is also. the consi-
- deration that such a change would involve the loss of a good deal of service
now done gratuitously. Even if it be admitted that there will be’ ’ajn “economy
in management, there are still further objections to be considered. A Central
‘Bank gives an opening whereby the middle classes can interest themselves in.
“the movement, and even though local committees were o1gamqed to supervise
the blanches, it is probable that local enthusiasts would work with a keener
-sensé’ of responsibility and, zeal for their own independent bank than for a-
j blanch of the Provmbla,l Bank If a manap'er on high pay were found to be |,
necessary, it would be some time before the Proymcml Bank’s busifiess would
"be on a large enough scale to permlt of his’ mamtena,nce, and dliﬁeulhes might
be expeuenced on account of ‘the want of enelo'y on'the part of a blaneh“
committee in obtaining repayments and depos1ts or in enqumnb' ‘mto loan
-applications. Indeed in cases where there ig no system- of Subordmate Unions,
it is difficult to see how a Ceniral Bank could be d1spensed with.  Our
-'conclusmn, therefore, is that although there is no reason why branches should
not be established in preference to Central Banks in places where Unions.
.have been developed, local conditions should always be well weighed before -
this step-is taken,’ and we imagine that in most cases it will for some time to
come be the cheaper and more efficient course to adhere to ‘the system of
"mdependent Central Banks ,
110 The manao‘ement of Ba’nks is carned on by a body known as the
Board of Duectors o the Managmg,_f}:
Committee, having under, it sometimies a
' —speoml Workmg sub commlttee to deal with urgent Work Routme busmess-
" -is usually disposed of by , the Chairman or one of the other Dlreciors in the
capacity of, or inconsultation with, the Secretary or Manager, helped to a
" -yarying extent by other mémbers The WOl"k of the Dn:ectors 1s almost always
97
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honorary and besides helping in the disposal of office work they are also-
found undertaking in many provinces the work of supervision and reporting
on loan applications from socicties in their neighbourhood, each Director
being occasionally placed in charge for these purposes of a defined portion
of the total area scrved by the Bank., They also frequently by their local
influence give valuable help in obtaining deposits for their Banks and arranging
renewals. Meetings arc generally held monthly and even when Dircetors live so
far away from the Bank’s office that they are unable to attend all meetings, they
can gencrally be relied on to be present at the more important meetings held
once or twice a year to assess the credit of socicties and to settle the chicf items.
in the year's programme. It is sometimes urged that the management of these
Banks being in the hands of amateurs cannot be expected to stand a very
critical scrutiny. It is true that these Banks lack the expert Managing Director
or Manager who advises the non-specialist Dircetors of Joint Stock Banks, but
on the other hand, the type of Director who is generally chosen asa represent-
ative by the individual shereholders and devotes himself to the work of
management of such Banks, is as a rule enthusiastic and intelligent, and the
work itself is by no means so complicated as in a Joint Stock Bank. A
Joint Stock Banker must understand trade and finance, possess a thorough
knowledge of commercial law and stock cxchange practice, be competent
to deal with bailment and monetary business, and skilled in judging men and
selecting the right sort of business. A Co-operative Banker, on the other hand,
needs only to have a general understanding of money rates and to fix his own

rates so as to produce the margin of profit required to carry on the Bank on -

sound lines; he should be able to forecast probable receipts and demands from
socictics, to maintain careful accounts, and to see that his working capital
is regularly employed and that sufficient fluid resource is always kept available.
He needs to exercise very little diserimination in the selection of business, and in
the important work of assessing credit reliance is placed either on the reports of
Unions or on information supplied by Directors who for this purpose need not
so much a business training as local knowledge and common sense, The work
of Co-operative Banks is accordingly simpler in itself than that of Joint Stock
Banks, and for its successful despatch calls less for technical skill than for-
ordinary probity and knowledge. It is therefore well within the capacity of
the intelligent lawyer or other professional man, who usually works on the
Board of a Central Bank, and though every opportunity should be taken of
securing expert banking knowledge on a Board when possible, the fact that it is.
absent does not necessarily mean that the business will not be competently
administered. '

111. 1In some banksa good deal of work is entrusted to a paid manager-

The Bank’s Staff. ‘ and, although we hold it advisable to

| restrict the paid agency of banks as much

as possible, we consider that where such agency is found necessary it should
always be adequately remunerated. As regards the staff required for super-
vising societies, we have already dealt with the matter in paragraph 98. It
is the business of the Directors and the staff to visit villages from which
spontaneous applications are received and to orgamize societies therein, but
" we have come across cases where their help has been somewhat recklessly used

and where societies have been multiplied in excess of the financial resources.

locally available, a situation which has resulted in the Registrar himself

Q
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being driven to tout for funds in the outside money market. We would draw

-attention to the stipulation made in paragraph 39 that the growth of socie-
ties should proceed spontaneously by imitation of existing societies, and hold
the view that if co-operation is started on right lines, the staff of Central Banks
can be employed more usefully in helping and advising voluntary applicants
for societies than in propagandist activities.

112. In all Central Banks which admit societies as shareholders, we think
Extent to whick different classes of  that no credit society should be granted
Societies should use Central Banks, a loan unless it has first subscribed to a

share, and that all credit societies within the jurisdiction of a Bank should
be encouraged in every way to become shareholders. Similarly it is advisable
that non-agricultural societies should become shareholders in Central. Banks,
though in their case the necessity is not so great. Non-credit societies (pro-
ductive, distributive, etc.) stand on a different footing ; but there is no objection
to their making use of a Central Bank provided that they take an adequate
number of shares and offer sufficient security. In their case, however, no rule
need be laid down preventing them from applying for such funds as thoy need °
to any agency they may prefer. In the case of insurance societies we would go
further and deprecate any financial connection between them and Central
Banks except in so far as they may be permitted to deposit their surplus funds
in them. The intermixture of insurance and credit business is attended with
grave danger, and the financing of insurance societies should as a rule be left to
separate reinsurance Institutions.

113. Central Banks in India usually receive and pay out cash from their
own offices, but we have met with cases
in which all transactions were carried out
through a neighbouring Joint Stock Bank, the Central Bank in such cases
playing the part of what is known in Europe as a Book Bank. We see no
objection to an arrangemént of this kind if the respective positions of the
two Banks towards each other and towards outside persons paying in or’
withdrawing money ave clearly defined, but as the volume of a Central Bank’s
business develops, we imagine that a time will arrive when it will be found
more convenient for them to conduet their own money transactions.

Book Bants.

COoMPOSITION OF CAPITAL.

114. As in the case of Primary soci(?ties the four main sources of working
Composition of Capital of Central Banks. ((Zz;plg gszll:xer e(:]l}us;tia;re;ng)ﬂ?: P%Srﬁég)ulgﬁg:
each of these heads were at the end of the last official year appro;zimately as
follows :— : :

- k : Rs.
Shares I 27,02,078
Deposits s es 1,38,95,367
" Loans 35,92,891
Reserve Fund ... 4,44,800

115. The Reserve fund will be dealt with separately below, and before
dealing with the remaining heads there is a small pdint which ‘calls “for
notice. 'We find that it is unusual for Central Banks to levy any entrance

Afiliation foes. or affiliation fees, and where they are
v required (as in Bihar and Ouissa, and
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g

Assam) the amounts charged are insignificant. We sce no advantage in the
practice, and would have no objection to its discontinuance.

Shares,
116. The figures in the margin show the amount of share capital possessed

44 0 t S/ 7" C 't Zo
mount of Share Capita total liabilities in each Province. The

share capital is subscribed by two main classes, viz :—
T (a) individual shaveholders and (b)

Percentage . . g
Provi Amownt | avenuge [ oid wp affiliated societies. In order toreassure
rovince, S N per L . . . .
Capirar, | Bonk. | OPEESE - {he public and attract deposits it is
lities, . :
wow ||~~~ advisable that the total share capital
L) rousands.
Madeas A e . o3 should be as large as possible consis-
Bombs o § B
gg“.}x’iédydo_ s-gz M s tently with the economical Worklng
ihar and Orissa . 11 b 139
‘United P o . o
§E ﬁb rovinces oloem o ot of “the Blzfnk, and in many banks in -
Contenl Provinees™” -~ | 4o | Y 12 some provinces we doubt if the propor-
JAssam o 25 4 144 . = . » . eye
Ajmer . L T am | o 6o . tion which it bears to the total liabili-
o . R R . . .
Total | w02 4 ®7  ties is sufficiently large.-

117. In ba,nks of the  mixed’ type, we find both of the two above-men-

- Preference and Or(l‘z‘nary shares.
duals and societies, and in some provinces

L 1t has been customary to distinguish their interests by classifying the shares
held by the former as preference and the latter as ordinary. The 1dea underlylng -
‘the distinction is to increase the security of that portion of the cap1ta1 offered

to the investing public by granting it a preferential position as regards dividend,
mvolvmg in some cases a certain rate of ¢umulative dividend, and in some

d1sapprove of these last two forms of preference, but sée no objection to
“the grant of ‘the usual preference ‘on dividends if it is found absolutely
~necessary ‘to attract local capital. Where this necessity does not exist, we
think it more sim‘ple and convenient to treat all shares on 1he smne footing.

 118. The size of single shares varies consulelably, and them Values ra,nge‘t
from Rs. 10 to. ;Rs 500, those asslgned to. !

Y Sieedf Shares. 1nd1V1dua1 members’ bemg oftef larger than

those held by Soc1et1es in the same bank. .The 'deternﬁnamon ‘of the face

valie of shares is in our opinion a matter for .local conyenience and we can

. suggest no genelal fule, but think that on the whole it is s1mpler that the |
; shares he]d by socl,etles and 1nd1v1duals should be of the same Value.

~ao. We think
‘ ; _ ties to subscribe to a number of shares in a
Central Bank that may bear some propor-

tlon to thelr-bo V'FOngsﬁfrom the Bark. Thls arra.noement has ‘the ierit of -

by Central Banks and its relation to their

tioned eclasses of shareholders, viz., indivi-

that, ? 1t is ordmarlly preferable to requ:re pnmary S0Cies.

. ‘cases. “also a pmor claun, on the caplta.l in the event of 11qu1datlon We should

mamta,mmo Q\mPIprel‘ relation between the- obhga,tlons of the’ societies to the o

" ‘Central Bank and the: advantages gamed fby ‘them flom 1t and it ds the system :
” -ordmanly adopted mEurope. PR A :

: by Iudwzduak.

i 120 In the case of 1nd1v1du&1 shareholders, the ord1nm~y Ob]ect of 5. SOcletyf

kS
B

umt on mamber of shares to be ;a];am isto” ra.me .the amount of ghare: capltalf;""ﬂ
y Whmh it reqmres .»mthoub allowi:ugz any - -
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irdividual to obtain a prepon-erating voice in the management, and for this reason
the total holding of any one person has heen limited under the Act to Rs. 1,000
or one fifth of the total share capital, whichever may be less. In cases where

difficulty is expericneed in raising suflicient share capital, the shares are some-

times subscribed by a few large holders, and when necessary for this purpose, the

statutory limit may he raised by a special order of the local Government to some

higher figure such as Rs. 5,000, or Rs. 7,500, as has already been done in certain
Provinces ; but in such cases precautions should be taken to ensure that cach share-
Tholder should not be allowed more than one vote. The practice with regard
to voting power differs in different provinces. In the Punjab and the United
Provinces for instance the rule is that each share entitles the holder to one v ote;
in Assam, Central Provinees, and Bihar and Orissa, every member has one vote
only; in Bombay and Burma voting power is ordinarily based on shares but.
graduated so as to give proportionately fewer votes to the larger shareholder
than to the smaller one. In new Banks we would recommend one vote per
licad as the fairest system and likely to keep alive most interest among ordinary
members without deterring those who can afford it from subseribing to more
than one share. 'The precaution of giving cach member one vote only is no

doubt less necessary in cases where the number of shareliolders is large, but even

here it can dono harm. Apart from this, we think that, the objeet of a bank
being to extend a sharcholding interest to as many suitable members of the
public as are willing to come forward and take up co-operative work, it is

advisable, so long as enouo*h share capital can be obtained in the ordinary way

to adhere to the limits fixed by the Act.

121. All shares held by individuals should in our opinion be fully paid
up, and we deprecate the use of reserve
liability in the case of sueh shares. The
idea of reserve lability is based on English practice, and is not well adapted
to the circumstances of the banks which we are considering. We under-

Reserve Liabilsly.

stand that very few good Joint Stock Banks in India refrain from ecalling up

the full amount of their share capital. We hold that reserve liability, it
regarded as an additional security to a bank,is liable in this country to prove
misleading and that great difficulty may be experienced in collecting
the uncalled portions of shares, when they are required, owing to the fact that
shareholders are /generally widely scattered, to the joint family system, and

‘to the delays and expense attending civil suits. In the case of shares held
\by societies there is not the same difficulty in recovery and we should have no

objection if an exception were made in the case of such societies and their
shares were half paid up, leaving the remaining half as reserve liability.

122. The total liability attaching to shares, whether held by individuals

or societies, is ordinarily limited to their

Lialility  should not evtend leyond  face yalue, and we approve of this practice.

Jace value. The banks of some provinces have fol-

lowed the example set by Germany, and fixed the liability on the shares held

by societies at some multiple, generally 4 to 10 times, of the face value. The

simultaneous adoption of two standards of liability tends to* confuse the public,

-and in cases where a large degree of liability is found really necessary, we

should prefer it to take the form of an increase in the face value of shares to-

gether with an increase in the reserve liability attaching to them. But, as we
28
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have noted above, we deprecate reserve liability oa shaves held by individuals,
and do not advocate its extended use in the ecase of shares held by socictics
because we think the object aimed at can be secured by requiring socicties to
subscribe to shares proportionately to their borrowings.

123. The provision of the Act which permits the issue of rules limiting the

Limttation of Dividends.

maximum under certain conditions has been  fixed at 9 per cent and in Burma
it has been fixed as high as 30 per cont, but in other Provinees the ovdinary
maximum is 12 or 123 'per cent. . We agree entively in the necessity of fixing
a maximum rate, but would haveit laid down on some logical principle. It
would he possible to require, as in Europe, that the rate should not exceed
the average rate charged on loans to societies, or it could be arranged that the
rate should not exceed by more than 2 or 3 per cent the average rate paid by
the Bank to ifts fixed depositors. When the bulk of the shares are held by
socicties the former system is justified by the consideration that it is reason-

able that the rate of dividend obtained by societies should approximate

to the rate which they pay on loans, Where however the shareholders
are chiefly individuals, we prefer the latter principle, because, while their
profits should not be disproportionately greater than those of depositors,
they should at the same time be paid at a substantially higher rate for the
increased measure of risk whieh they mndertake, and in many J oint Stock
Banks we find that the compensation for this I'isk corresponds to a
margin of 2 or 3 per cent caleulated on the shares at their market value, Judged
by these standards the present maxima of 12 per cent or more are in most cases
“too high, and, as they have seldom been reached in practice, it should be possﬂ)le
to reduce them. In cases where the capitalist intevest is strong, and the banks
decline to reduce their rate of interest, a remedy may be found in starling a
new bank on more co-operative lines to finance the socictics concerned.

No bonus which hrings the total of the dividend and bonus above the maxi-

mum rate should be allowed ; in fact we should be glad to see the distribution of
such honuses to sharcholders absolutely prohibited, as the same reasons do not
exist for the practice as in the case of Joini Stock Banks, = . .
Deposits. L
171 Qur returns do not (hstmgulsh loans fmm dep031ts ; an(l part of the

Data regarding deposits,
@ a regnrding ek ceived from members and non-members.

is in fact’ rcplesented by loans from Joint Stock Banks. Allowing for the-

* inclusion of such loans the total amount received on deposit (other than deposits

— — from co- operative institutions) by Central
. Depogits by Pemonttn ¢ 5 R I } e 1 1' ) . .
Provinec. membersang) on vl Banks in India  (including  Provineial
R Banks) is 203 lakhs, havmg risen- to that
adras . 1665 707 -
Bohs D L m | de figure from 37-48 lakhs in 1910-11 and
Benga oo e . .
3.1/ S e |t - 7 .
EaetaT D) SR B from 119 lakls in 1906-07. If Provin-
Bri o - i 173 st cial banks are exeluded the total deposits.
Central mvmces;.. .8 . s2e
Asuar w0 T g_gz ~ plus loans from Joint Stock Banks are
Total - r 138'95 o5 now 13895 lakbs, of which' 8817 lakhs
# Inoluding loans from Jaint Stock Banks, are from‘ membérs. The ﬁgures for [he

‘yarious provinces are shown in the margin.

rate of dividend has heen utilized Dy most.
Tocal Governments. In  Bombay the

money shown as loans and deposits ree

-1
Qu
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.1925. The annual returns show loans and deposits from members and from socie-
ties separately and we believe that, although
the practice varies, it is not unusual to
show deposits from societies which are
members of Central Banks aswell as loans and deposits from individual members.
under the former head. Ifthis is so, deposits from the individual members of
Central Banks cannot be clearly distinguished from those from affiliated societies

Deposils from socicties whick are mem-
bers of Cenfral Rauks.

" but the point is of little importance since deposits from societies which are mem- -

bers are not large, and if our recommendations are accepted, the system under
which such deposits arc made will be considerably simplified. Deposits from
societies should inour opinion be confined to (1) excess deposits received by
them and paqsed on at special rates under the arrangements referred to in para-
graph 52 above and (2) small sums deposited as a convenience for short periods.
Tn addition to these however it is customary in some provinces for societies to. -
deposit their reserve funds in the Central Bank. In Madras for instance this
is compulsory, and in Burma onc quarter must be so deposited ; while in the
United Provinces a considerabie proportion-of the reserve funds are in fact treat-
ed in the same way. We logk on this arrangement as unsound. If not readily
available, a reserve fund so deposited is ¢f no benefit to the society and only

" enables the shareholders of Central Banks to swell their dividends at the expense

of primary societies. We should therefore advocate the rescission of the pracmee
wherever it now exists. ’

126. The deposils in Central Banks are chiefly derived from professional
men, landowners of a medium status, and
other sections of the middle classes ; and
from our enquiries we are satisfied that in

How far depesits cause compebition with
Jaz'mf Stock Banks.

; ‘:most cases a new source of deposit is being tapped by Central Banks as well as
. by primary. sOcletles Europeans and Government servants arealso beginning to
~favour deposits in Central Banks as an investment, and even in their case the

amounts deposited would often have been employed -in ‘commereial investment
rather than placed in Joint Stock RanKs, if this new opening had not been

*  offered to-them. No doubt there is a residue of depos1ts -which are obtained by

Central Banks in direct competltmn with Joint Stock Banks, and this compet1~
tion is perhaps most marked in parts of Bengal, where J oint Stock institutions
known as ‘ Loan Offices’ have been established in most of the- unpmtant towns.

In Northem India also, there is evidence that an appwmable amount of deposits
has- been withdrawn during the last year or two from certain Joint
Stock Banks and placed in Central Banks, At the present stage . of

_ course the movement has notreached a scale on whish it can seriously affect
“Joint Stock Banks, as the loans and deposits Teld by Central Banks amount’
- only to 1* 74 crores as compared with 96 crores deposited ‘in Joint Stock Banks,

But although as time goes on the competition of Central Banks for the depos1ts
of the public will increase, we believe that any direct loss of deposits, which Joint

* Stock Bankis may suffer will be more than made good by the enormous nnpulse
-which the Co-operative Banks will give to the development of. ,the ‘bank-

ing habit mnong the people, and we consider that Joint Stock Ba,nks, so far from

. being losers,. will proﬁt by the increased trade and commercml prosperity
a ’Whl(’h mmt mewtab]y result from the 0'1owth of the 00-operat1ve move«
_ment. ’ ‘
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127. We have already given our reasons for holding that in primary socie-
ties no current accounts ought to be
opened.  The same objections apply to a
large extent in the case of Central Banks ; the staff for maintaining the accounts
is expensive and there is the risk of forgery or sudden runs to be met. The
practice, morcover, has no direet conncetion with co-operation and entails a
cerfain amount of competition with Joint Stock Banks which are in a better
position to deal with such accounts. It requires some legal knowledge
which the staft of a Central Bank do mnot always posscss. At the same
time there are frequently cases where owing to the absence of a commercial
bank, the clientéle of a Central Bank cannot obtain the convenience of
current accounts through any other-agency, and it is also found that current
accounts often lead on to fixed deposits on a larger scale. Where therefore
owing to the absence of good banking facilities there is a rcal necessity
for this class of work, we would not recommend its enfire prohibition ;
but where current accounts are allowed, it should be on the condition that, at
any rate for some years to come, the whole amount held on current account
shoul@be covered by fluid resource irrespective of such resource maintained for
ordinary business. The accounts should in any casce be at a rate of interest not
exceeding 2 per cent, and may be opened on these terms without objection for
non-members as well as for members.

Current Acconnts.

128. In dealing with primary socicties we stated that in view of the urgent
necessity for encouraging thrift we consi-
dered it inadvisable to prohibit them from
accepting savings deposits provided that certain precautions were observed.
In the case of Central Banks, however, the clientéle helongs to aless impoverished
class, to which the facilities of the Government Post Office Savings Banks are open.
As expericnce has shown, this class is liable in India. far morc than in Europe,
to panics and has a tendency to withdraw suddenly Jarge amounts of money. It
is urged therefore that Central Banks should eschetv this troublesome and risky

Savings Acconnts.

branch of business and should Ieave their members to deposit their savings in

the Post Office Savings Bank or in primary socictics, if they wish to doso. We

fully recognise the force of these objections but we are reluctant to see the

door closed on any scheme which may conceivably act as an encouragement to
thrift. We would therefore permit Central Banks to open savings accounts
.on behalf of members and non-members alike on condition that 75 per cent
of the amount held is covered, that the maximum accepted from individual
depositors on these accounts is fixed at a low figure, that a brief notice of
withdrawal is required in all cases, and that no bank allows its savings deposits
branch to be used for the purposes of current account business. The deposit
of money in a bank which uses it locally isof more educative value than
a deposit in the Post Office, and the cxample of the Central Bank in
encouragmg savings is likely to stimulate the growth of a similar practice in
the surrounding villages. Even if the volume of this branch of business
increases appreciably, we believe that in view of the development of thrift
it will not ultimately in any way have any prejudicial effect on deposits in
other savings 1nst1tut1ons ‘

129. In practice we find that deposits represent a far larger percentage of

Amount of deposits and areas from the total working capital in Central Banks
whick they are taken., than in pnmaly societies and it is 1mpor.
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tant that deposits in sufficient quantities should always be forthcoming. We
have met with cases where Central Banks instead of working for deposits have
had recourse to the more facile expedient of obtaining loans ‘from - Joint Stock
Banks and we consider that every effort should be made to meet as large a

- proportion as possible of the Central Banks’ outside needs from  their own

deposits. Central Banks in fact should base their finance on. their own local
credit and: should not merely serve as condmt pipes for conveying outside money
to so(31et1es : -

| A.g regards the area from whmh depos1ts should be. dlaw n, we have found
‘cases 1N’ which Centlal Banks have at the instance of the Provmoml Bank been

| ‘,::pr6h1b1ted from taking deposits from outside their. own area Aof opera~
> tions, and we are aware that losses have been caused to banks i in. Germa,ny from.
- the practice of attracting deposits from a distance by offering lugh rates.’.. We

‘believe that as banks:in this counfry, unlike those in Germany, are’ debnrred by

law from using their funds in any sort of speculation, the same inducement ‘to
- seek deposits recklessly from all quarters does not exist and we are not prepared

" to‘recommend any’ general restriction on the area from which deposits should be
* taken.:If restrictions are found to be. desirable, the question is one that may
. %" loft to'the local authorities. - In ¢ases where it is found that a Central Bank

-is ol)tammv outs1de deposits'at a 1ate which is really raising the rate of interest

. payable by the w hole movement; or where ‘one Central Bank by trenching on-

another g dlstuct, is undermmmg 1ts credu; and draining" away its resomces,

restrictions of some kind may suitably be imposed, bt we, beheve that as a rule’

the different rates of interest offeréd by different-Central’ Banks wﬂl ‘gradually

adJust themselves io nearly the same level;, and we doubt’ whether a:n;y deﬁmte
- aption to supplement thls tendency will be found necessary. e .

\‘,

- 130, It should in our opnnon be assumed that it is unsafe for any banking
L 1nst itution to invest its funds.in loans for
O lonoer penods than those for Wlllch the

repayments of lo&n§ ém ; né&ﬂffom po(enflal renewals of fresh dePos1ts (Wluch
. should be exclusively employecl el,thbr in fresh, busﬂless ‘ ‘m_vﬂested m ﬁm‘ ‘
1esources) and  that the general body of ﬁuﬂ resource ool onl
sutilized for the purpose of meetmcr deposuors when' there
h m:nal condmons Where therefore as is usually the cagé. i
. sodieties” needs are for one yea,r loans, it follows that the bill ,
¥ wﬁwh ) Ceintral Bank secures-should be for one yeat, and we eheve that there
Cwill nowhére’ be any d1fﬁculty in securmg deposzés sforthis, permd But in
aﬂdmon to the one’ year ’busmess & soe1ety aI.Wa,ys has'a la,rge amoum; of import-.
'; nt “business requiring: Joans of from 9 to,5 years which a Central Bamk shoyld |
'eet if it possﬂoly carni’ ‘and m‘*deculmg whether it tan do:so- or ok the Oentral
ank must postpone the 1nte1ests of ﬂhe prmmry soelety to 1tswpa1‘a‘moun$

»suggeshons,f may be
beheve* not v’full ' re] J&ﬁrllr

)i’l
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to -k years elapses, but the payment would be made in yearly instalments, and
where this is so it is sufficient that arrangements should he made to distribute
the long and short term Joans so that the amount to he repaid cach year from
the society under the terns of the loans should somewhat exceed the amount
of the deposits which fall due for payment that year. The same broad principles
govern the acceptance of short term deposits.  Tf funds are required to carry a
soeiety on for a short period suzh as a month or two till the next harvest or till
prices rise, short term deposits may legitimately be taken for this purpose. 8o
too would such deposits be justifiable if a portion of the Central Bank’s business
were financed by acash cvedit overdraft carvying a higher rate of mteu,st for
such deposits could then be utilized in reducing the overdraft,

The receipt and repayment of deposits should be distributed over the year
as far as possible, in accordance with the generally accepted principle of
spreading the liability, Itis the practice in one provinee to arrange that
all deposits become payable on the same date and to fix repayments from
horrowing societies so as to fall due two months prior to this date, but we
believe, that such a practice is wnknown in ordinary banking and doubt if
such an arrangement will be always found convenient, sinee in the event of a
famine it involves the risk of having a great part of the Bank’s deposifs
withdrawn at a time when no repayments might he fortheoming to meet them,
-and also since it tends to accentuate the liability inthe event of financial pres.
sure synchronizing with the date of the maturity of the deposits.

131. We have recommended in this report that efforts should be made to
obtain long term deposits in greater degree
that adequate fluid resource should be kept ;

and that in cases where societies do not pay theirshare by direet contribution,

the co-operative supervising and auditing staff maintained to inspect the work
-of societies should be paid by the Central Banks, w ho would in turn recover
that share by an increase in the rate at which they lend to societies. Tt has been
found that the rate generally paid to their depositors by Central Banks varies
from five to seven per cent on one year’s deposits with an incrcase of from a
balf to one per cent for each additional year, when deposits are obtained for
longer terms.  If the recommendations above referred to are carried out, and
‘the cost of the supervising and auditing staft is paid by the Central Banks, we
regard it as improbable that any Central Bank will be able to lend to societies
at a rate of much less than 3 per cent over that at which it horrows.
Inasmuch as societies should put at least two per cent of their horrowed ca,pitaQI
to reserve and requirc one halt per cent for miscellaneous expenses (in some
provinces the actual percentages are much larger), and the cost of their share of
the supervising and auditing staff will have to be provided from the rate charged
on lvans to members whether it is taken by direct contribution from the
societies or included in the rate charged by Central Banks, itis clear that the
minimum margin between the average rate at which Central Banks can horrow
money and the average vate at which loans are made to members of societies
aust be about G per cent.

Deposit Rates.

132. Care must of course be taken by Central Banks to repay deposits
with the strictest punctuality, fn spite
of difficulties caused by the war there

have been very fow failures to repay deposits on due dates, hut it is very

‘

Repayment of depasits.
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———
necessary to remember that the depositors in Central Banks, unlike those
in primary societies, have nsually made their deposits on ordinary commercial
principles and cannot be kept waiting for vepayment without the risk of damag-
ing the reputation of the Bank. It is however justifiable to enquire some time
ahead what deposits are likely to he renewed, and it will o greatly facilitate
forecasting if the practice is regularly resorted to.

Loans to Ceutral Banks.

183. Loans are yeceived by Central Banks (1) from outside banks, (2) from
Classes of Loans. other Central Banks, (3) from Provin.

~ cial Banks : 3

Loans to Central Banks from Lukhs, - i and ({) fl om (TOV Olnlneht;
The figures derived from each source are,

Outside Banks e “) F¥ approximately as shown in the margin ;

Central Banks 1257 blt t Sh 11 b t 1 th t 3

Provineial Banks 17 40 i O'u (. e notec at in cases Whel'
Sosermmont .| e« cash credits have been granted by outside
Tt .| s Dbanks, only the portion actually drawn by

"« The firgt item shows the ﬁgure, on lmmsm st 1915, the & Central Bank has been incl uded. Loang
remaining 3 itetns refer to the figure at the close of the year . . .

191314, . from Provincial Banks and from Govern-
ment are dealt with in another place and for the present we confine owrselves to

loans from (1) outside banks and (2) Central Banks.

The outside banks lending to Co-operative Societies . may he dealt
with separately according as they are PreSIdency Banks and Joint StocI\ Banks.
The accommodation required from them is of two kinds ; fivstly to provide work-
ing capital which is needed for use in loans, and secondly to furnish a reserve
which will constitute the whole or part of the fluid vesource. The first may
take the form either of a cash credit fully operated upon or a loan, while the
second would be a cash credit granted hut not ordinarily operated upon.

134 Advances made by Presidency Bauks have usually takenthe formof
' “cash credits at veasonable rates, generally
approximating in the case of the Bank of
. Bengal to the Bank rate, and the total amount of the cash credits sanctioned and
of the drawings against them were on 1st January last as shown in the margin.
The Presidency Banks are by law forbidden

Presidency T"ﬁ?é‘ﬁ‘iih i aredis| oty - to grant amy -advances () except on the

. ‘ 2
Adyances by Presidency Banks.

Banks, sanctioned. | sanotioned. | drawn, . . R
——— \———— signatares of two approved parties, (b)
Bank of Madras ... z 1,00,000 1 22,063

for more than 6 months. The limited

ABavk of Bengal — . .
period for which loans may be granted

in Bengal .. | 3,970

{
!
|
in Punjsb .. ]} 2,20,000
i)
I

{
st I by Presidency Banks leaves Central
14, 5024 y
— s in d as 5 .
Soial o | w | smm Banks in doubt as to the period for

L which they can count with certainty on
aast onedite have, w0 beon smctioned in fegour of 2 guch part of the accommodation obtained.
ot gradiable as they reserve as finid resource, but
for the present we see no objection to allowing Central Banks to regard the
-undrawn portion of their cash credits as a fluid asset, and we would exempt
them from providing liquid cover for any portion they may have actually

.drawn,

185. Advances are obtained from Joint Stock Banks at moderate rates of
interest either in the form of loans or more

raj » ', 3 k . : .
Advaices by Joint Stock Banks frequently of cash credits. The total
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sums actually so advanced in the several provinces on January 1st, 1915, were:

Tota!  Number

. eash of eash ‘}:{‘:‘]‘S\t
Provinee. eredits © eredits | fyt 0
sanetioned sanetioned g
Mudras oo 60,000 2 14,000
Bengal v ] 8500000 5 | 588,057
Bihar and Orissa 7,000 2 { 042

I
United Provinees... | 3,22,600 V L] 1,83,400
Punjab e ! 1 007(‘00 _“»‘ 66,650

Total 1] ,49,600 18 i 880,040

Loans,

36,000

97,000

133,900

as shown in the mar gin. These advances
are usually made on the pro-notes o
bonds of societies without further security
and can be recalled either on demand or
on 3 or 6 months’ notice. They may also-
usually be repaid at will by Central Banks
according to their convenience. It would
be more satisfactory if cash credit accon-
modation for longer periods were obtain-

- able, but we recognise the difficulty of

arranging for these especially in the case

of credits for fluid resource. - As in the case of Premdency Banks we look
on such cash credits as are given by banks of assured pos1t10n as consrltut~ :
ing legitimate fluid resource, :Before granting loans it is usual for Joint
Stock Banks to examine the balance sheet of the apphcant Central Bank, the |
auditor’s note, and any other papers it produces, and to refer to the Registrar.
In ona,'i’i'ovince we found Central Banks negotiating direct for advances with- -
" out the intervention of the Registrar, while in others the Joint Stock Banks
relied mainly on lm recommendation and made little or no fwither enquiry.
The hest course scems to us to lie between these two extremes. Tt is advisable
that the Registrar should introduce Cenfral Banks to Joint Stock Banks, and
it is his duty to furnish the latter with any e\:pla,na,llon or information that :
they may require, pointing out clearly that neither he nor Government are
responsible for the Central Bank. Joint Stock Banks should not be led to grant
advances on any expectatlon of Governmenb support put, shmﬂd be’ mdnced
- to examine the w01k and ﬁnancml posmcm of: Central ‘Banks for themselves
~and to understand nhe s&fe-gualds of the movement and the relation of Central
Banks to the whole system The more '*30111t Stock Banks study and examine
the movement the. more ‘will they be able to appreciate the value of the secunty
offered. The Reg1st1ar, besides actlng as the introducer of Central Banks can
- assist Joint Stock Banks by ascertaining for them in advance the probable needs
of all Central Banks which look {o them for loans and thexeby eﬂa.ble them to

make comprehensive arrangements for financing the Central Banks
suﬁe,rmg the mconvemence of 1nte1:m1ttent and 11regula,r apphca:tmnsl '

136 Loans from one’ Cenfra,l Bank ta another

*“sanction of the Registrar, and where there
],oamf am oue leml Banl 10 11110////'1‘. :

.mthoub .

A5
Sy

. ay ‘>be made w1th the

ismo Provincial Bavk, such loans comse -

t1tute the only means. by whicl: Central Banks can: propelly utilize. thelr surplug “
funds for the, general good of the movement. The- system of inter-C, entral Bank
lending is uneconomical.and. mconvement and leads to the mterlockmg of liabilit-
ies. On the esta,bhshmem of 8 Plovmcml Bank, all: duect inter-lendihg among
‘Central Banks should be brought to a close, and'the Pi*ovmcml Bank shoyld
be used by - them asa balancmg centre: for thls purpose and as the medlum
for advances from Premdency or J omf btock Bamkﬁ. o :

187. We have been m:ged from several quargers to recommend Central

l)eéeutm es, e

Ba.nks to issue’ debentures’ in order that, o
they may obta,m funds which cantiot be

’wuhdmwn ior a.long penod and we ﬁnd that certain Central Banks are; already’?
obtmmpg part of theu: capltal in thxs Way In the Umted Proxmces for instarice, -

N R ) vy ot
_;% s .‘b“,“_
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several Central Banks have rezeived non-transferable advances from the public
which are fixed for 5 years, and which, though known as debentures, ave scarcely
distinguishable from deposits In‘ Assam  debentuves are found which are
transferable and repayable after 5 years, but for the redemption of which no
sinking fundis provided. In neither case arc the debentures secured on real
property of any sort. The advantage of a genuine debenture as compared with
a long-term deposit is that it is negotiable, but the ordinary investor is usually
under the impression that transferable debentures, even when they are not secured
on real property, have a prior lien on the assets over deposits, and we fear there-
fore that theissue of debentures would have the effect of chezking the inflow of
deposits. Outside the Presidency towns the debenture system is practically un-
known in India and we understand that debentures are in fact very seldom if ever
issued in this country by any institution which does not hold tangible property
as security for them and which itself also accepts deposits.  Judging from the
rates at which secured debentures are issued by Port Trusts and similar bodies,
we douht if the unsecured debentures of Co-operative Banks could be floated
in any considerable number except at unprofitably high rates. On the whole
we believe that Central Banks can best attain their object by laying themselves
out to attrast long term deposits. Both the lending public and the banks them-
selves are well acquainted with the dep0s1t system and can work it without
- difficnlty. We do not thelefore recommend ‘any departure from thlS system.

>xcept in very special cn’cumstaunes If indeed a,rra,ntrements can be ma,de
for sccuring debentures on land (as has: been ' proposed -in. the ‘case of one
Central Bank in Berar)andif a 1'egular sinking fund is consusuted the posmon
is made clear, and so far from discouraging a %ystem of this charac ter we con-
sider that it affords an cxcellent method of securing money for the lignidation of
old debts and for the redemption of mortgages in places where the law of land
transfer oﬁers no impediment to the alienation of land.

Pmportioa of C’n'pr.tal owneid by Central Buul;,?
138 T'he proporf;mn ‘Qf the pa.1d up share ca,pnal and reserve fund to- the

toté,l hablhtles in the ‘Central' Banks of -
‘thie varions memees is ps, shoWn in the

s Pementnge of puo
Lf- . uapehare .
- capnta.l and fesewc
fund on t.otnl .

Provinces.

. - linbilities, -

Madras
Hombay
 Bengal :
Bxha\- and Omsn e
Umbgd i?rovmces L

[ Jutjab, T

e

-

Tofal Bnlub India . .

e

’

L marffm

‘The' correspopdmw ﬁgure for the -
18 chlef Joint Stock B anks. in. Indm is

189 per cent ; that for éight. eé,dmg chief-
- Joint Stock Banks in Englandis 76 per
“cent: In the' mtelest of depositors we con-
' SIder that ‘the paid | up ‘share | capﬂ&l ‘j

and reserve - should in ordinary cn'cum-‘

stances be mamtamed at 8 ﬁgure not less th&n 12% per eent of the total

ha.blhtles.t :

o

139. ‘meg part;y to the nnstaken 1deas with Whlch some C

EMPLOYMENT OF. CAI’ITAL

Lozms 1o aﬁlmted soccetzes

La(ms fo mrhmd«rds dqpremted

grant advances,_ to mamdual shareholders, Where they ”

aﬂillated sometlés.

In mosb ba,nks thls p
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and we think vightly so.  Wherever it is found essential that individual mem-
bers should he enabled to take loans, we should prefer that a separate urban
bank should be formed to meet their needs 3 hut in cases where this is found
impracticable, we would recommend that a byelaw should he introduced with the
objeet of gradually vestricting the practice.  In our opinion it is no part of
the bhusiness of a Central Bank to grantloans to individuals. The object of
the admission of the individual shareholder should be to secure his heip and it
is not intended that he should borrow funds ov appmprmte capital intended to
support primary societies.

We may observe that under the conditions prevailing in India it is inadvis-
able for Central Banks to undertake any outside banking work and they should
confine themselves to financing primary societies and serving as their balancing
centre.  In Burope, it is true that outside business is undertaken both as a
convenience to members and in order to inercase the turn-over, but with the
ageney at our dlsposal in India and at the present stage of development, among
the people we would discountenance any attempt on the part of Central Banks
to seck profit by means of investments, discounting bills, or other methods of

ordinary bankers.
140. We have noted in paragraph 119 that the number of shares held by
a soviety in a Central Bank should be
The ‘“’”"S”’;”t{of //’”]"; ””;"’f yoere- proportionate tothe loans received by it.
{iex by Cenlral Banks . , o
e o By this we do mot mean that by merely

increasing its  sharcholding a society can indefinitely extend its borrowing

capasity. The extent to which it may be financed by the Central Bank depends
on quite different and independent consider ations.  As we said in speaking of
primary sonetles the basic security is pu‘sonal and depends on mutual know-
ledge and inutual respomsibilify. .\t the same time, in assessing a society’s
credit there arve other faciors which a Central Bank must not overlook. The
data on whizh a primary soclery fixes the maximum normal credit of cach of
its members and the reasonableness of the total borrowing power fixed by the
society for itself should be carefully re-cxamined and tested by the Union, or
if there is no Union, by the staff of the Central Bank ; and these data should
after verification serve as tne basis of the credit permissible to the society. It
is then for the Bank to dezide, after considering the needs of the society, and, the
funds at its disposal, at what hgme to assess the actual credit of the society for
theyear. The assessment of credit to which we refer ‘would be an assessment
of the total borrowing power of a society, and, as far as the Ccntra,l Bank is
concerned, would be rveduced by any amount received by the soc1ety in the
form of deposits or loan% from cther sources. f

11, In aSSGSSlnf" “the cre dlt of a sociely tl\e dcgrw to which the
society as a- whole has developed its
co-operative capacitirs and the sense of
“mutual obligation among its members is
of the most vital eons1dera,t10n= As a check on this asis of assessment and as g
supplement to it where the co- operative faculties are still deficient data are

The valuation ut‘zlzzeilfor the
: ausé&vhven’tf '

. required to indicate (1) the value of the movable and immovable propelty owned .
- by tte members of a society, and (2) the earmng and saving capacity of each

‘member of a society. For these purposes a valuation statcment should be
‘prepared, showing firstly the estimated value of the property of. each

N OT 13
member, - kuown in Northern India as his "hamyat’ ‘including the -

| Po.srtum of Registrar with regurd to the
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market value of his land, carts and cattle, and, if of appreciable value, his
house and chattel property ; ard sccondly, the average net income of each
member, as indicated by his rent, or calculations of his receipts and expendi-
ture, due allowance being made for the incidence of bad years and the misfor-
tunes to which agriculture is exposed. The first part of the statement would
serve to show the material security for any loan which might be advanced, and
the second part the capacity of the members of the society to repay. These state-
ments should not be prepared in minute detail, but should show the general
position of each member approximately as known to the other members. Where
a Union is in existence, this infor mation should be supplemented by the
judgment of the Union gener al meeting, and where there is no Union, the
Central Bank must rely on its own local experience amplified by the enquiries
of its supervising staff. The specific data contained in the valuation statements
~W111 be duly eonsidered by the Central Bank in light of such general inform-
atlon as it may possess regarding the economie conditions of the arca concerned,

and the general results w ill sarve as a guide to echeck such estimates as the Bank
may have framed on its knowledge of the trustworthiness, self-reliance, intelli-
gence and mutual goodwill of the members. The moral factors are mot of
course susceptible of exact estimation, but in some ways they can be more

‘easily gauged in connection w ith a society than in connection with individual

members, and as a society grows older, its record affords a reliable index of its -
moral worth. Having secured an estimate of the total value of the property covered

by a society’s liability and of the total net income of its members, it is for the
" Committee of the Central Bank to decide upon the maximum borrowing

power from all sources, This constitutes the assessment of the society’s eredit,
whlch 100eth(‘r with the data on which it is based should be carefully revised
every year. If these statements are carefully made, a periodic comparison
of the statements of the assets and debts of a society will afford a valuable

" criterion of the results of co- operatlon in the society concerned.

142 Hele it may be well to note the essent1al distinction between the kind

~ of credit recognised by a Co-operative Bank

dssessment how diferentiated from thot - and a Joint Stock Bank. In both cases

- of Joint Stock Kauks. the material assets of the borrower and

his apnual inccme fcrm the subject of enquiry and in both his general character
is a relevant circumstance. But whereas Joint Stock Banks look mainly to the

~former consideration, Co-operative Banks pay more attention to the latter.

Joint Stock Banks are dealing with individuals or isolated firms or institutions

whose character they have to appraise, w bile the Co-operative Central Banks

are dealing with societies each individual member of which has presumably

"been sclected on moral considerations and is amenable to the control of his |
ffellow members. : ‘. -

143 The recponsﬂmhty for the preparatlon of the valuatlon refnster should
as far as possible be undivided. - Where a"':“

cassessment of credit. TUnion exists, it should rest with the Union
and where there is none, with the Centml

Bank. It is mo part of the duty of the Registrar or the Government staff to
undertake this xesponsibility. At the same time, a genela,l power must be

'.:reserved to the Registrar whereby he may control _societies by requiring the -

reduction of the credits allowed to them by Central Banks for special reasons,

such as want of energy in seekmg depocﬂs d1sobed1ence to mstructlons and so

v
Y .
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forth. This power can be aranted it necessary l)v means of a rule or byclaw
ander section 30 of the Act, or if seetion 29 (1) is taken as  covering loans
to member-socicties, by an order of the Registrar under that seztion. :

1Eb Thisin accordance with  custom and  convenient to members if
. ) the bulk of loans to socicties are con-
Lime for éssue of buans. sidered and sanctioned by Central Banks
at one or two main scasons of the year. At the same time, arrangements should
be made to supply emergent loans whenever they are wanted, and it is for
Central Banks by delegation of power to spe:ific authorities or otherwise to

ensure that this is done.

Tn applying for loans so:icties should state the main objects for which
they are requived and the amount to be
allotted to eazh objezt.  When the appli- -
cation comes through a guaranteeing Union, the Contral Bank, if it has saffi-
cient funds, would ordinarily azzept the opinion of the Union on this subject

Ascertainment of abjeets of loans.

without further enquiry ; but where its funds are insuffizient to meet all the

calls upon them, it may reasonably consider the purposes for which loans
are roquired or may refer to the Union for alvice as t5 which objets may be
regarded as less urgent than the rest. ‘

146. The extent to which a Central Bank is able to grant. a loan

for the period for which it is wanted ought to e regulated by. the periods for

. whicha Central Bank gets its it .
Periods for whick loans are grven. ) o deI)OSltS. In

: ‘be in possession of data’

Dgwnfaycs Sor the Last four yearsos repayments showing what repayments
in cach provin-e annually on the total amount of 27 b )
Loaws oulstanding aé the end of the previous vear raay b reasonably expected
plus tie amount advanced on loan vn the course by primary societies from
| ar . 3 )
qf the ye 5 their members, and it must
verage
_— 1 woat. | s | oo, | e, et be understood that the bulk
! 4 years,

t

[REPUUUESTERITIESSS

. BE s 3 5 ¢ by societies from their mem-
' bers are to be passed on’ by
Madras 187 ol uT 76 them at oncé to their Cen-
Sombay | 352 31:0 19°3 © 388 . 300
Borsbay | _ _ _ _ ., tral Bank in reduction of
Rengal 10°2 100 184 14'0 15 ‘y e :
Eihar and Orissa ., CUN A s | 26 their loan account. The
Tnited Provinees .. A 555 ‘ 559 4a'e w4+ data ml”‘ht at ﬁl'St be un-
Punjah e b w5 ) wL o W1 certain and unrehable ‘but
Purma el LA Lo 10 w8 ) s 2 a few e‘lI'S expe
conat Privincen | 158 L we |l wa | a | ome " yea exp 11(?1106
Assam e fo sl om0 st | s B ould ‘.‘Put, lhe;B‘aﬂlk In a
coorg P T B LEET EER S I . salisfactory position for es-
Agmer o Cas | | . | 35 -‘ 05 203 887 tlmahu“‘ repa,ylnm Capaclty
ol W 1 J e | e se The actual percentage of

S loans recovered on loans .

outstanding for the last four years in the various Pr ovinces is as shown in

‘the margin. It is open to a Central Bank, if it wishes to fix instalments of
*'repayment to do so after consulting the convenience of the borrowing society ;.
‘or if it prefers to avoid the account comphf'a,tlons which arise from the delays'

a:nd postponements inherent in the recovery of agricultural loans, it may vnthout
ﬁxmo deﬁm e dates for repftymcnt sancmon loans Whmh are nommally

+ granting loans, therefore, . the Bank must

of the repayments realized
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recoverable at call. If the latter course is followed, the loan differs from a
cash credit in that the society must make a fresh application for every fresh

. loan. In cither case the period of loans,  express or implied, must he condi-

tioned by the period for which deposits are held, as the former, unlike the
latter, is within the control of the Central Bank. We 1cn]ct to find that the
practice of many Central Banks is not in accord with this sound principle.
Their tendency is to grant loans to societies for long terms and to permit
societies similarly to advance loans for long periods to their members to suit
their convenience. At the same time, they raise deposit capital as cheaply
as possible on comparatively short terms, without sufficient regard to their
ability to repay it on maturity, hoping, when the time comes, tosccure cither
frosh deposits or renewals of - existing deposits.  The faet that they hold the
pro-notes of socicties payable at call does not. justify this procedure, as it is clear
that such debts cannot be called in without placing the members of their
affiliated societies in an impossible position. In corrclating loans and deposits
it is not in our opinion correct to count on the renewal of deposits.  Renewals
like new loans should, as moted in paragraph 130 above, be devoted primarily

" to the development of fresh business.

147. The practice of giving cash credits to socicties is still uncommon..
They are found most frequently 1 n Burma where they are granted either to
a Union or to individual Socictics recom-
mended by a Umon. Scattered instances
also occur in Madras, Bombay, the United Provinces, and Bengal, but the selec-
tion of societies for the privilege of cash credits does not seem to have followed any
very clear principle. In our opinion a cash credit should only be given when
the Central Bank has acquired data on whick to estimate the normal needs of
a society and the normal repayments of loans, and they should be given oniy to
‘those societies which are thoroughly well-managed and co-operative in character,
and we think that to such societies they should be freely and increasingly given
as a mark of approval ‘of their excellence. In more than one province we find
societies divided at audit into four or more classes according to their degree of
merit, and where this good practice prevails we would recommend cash credits
to all societies in the highest classes, and to them only. - When a cash credit is
opencd in favour of a society the disbursing body whether a Ceéntral Bank or
a Union can only maintain a very general control over the use of the money
by means of inspection and threats of closing the account in ease of misuse.
But a society entitled to a -cash credit is presumably to be trusted in the use
of its funds, and in any case the cash credit should be O*rantbd subjeet to annual
renewal, in order that, if the privilege is abused or the account inadequately
operated on, the C entral Bank may have power to withdraw it.

Cush credits to Socielies.

148. Provided that a precise date is fixed ‘on a definite system within

',,the ‘'society for individual members to repay their loans, we do not look.

on the determination by Central Banks of precisc dates for repayment
by societies as a necessity, and as outside
financing agencies are more familiar with
theuse of pro-notes than bonds, wé consider that the security required from

‘ Secnrvz'tyfur toans to Socteltes.

* societies should ordinarily take the form of pro-motes. This we understand is

the usual practice in most provinces. It is not the custom of good Joint Stock

- Banks in this country to accept shares in their own Bank as security for

loans, and as the shareholdings of primary societies in'_Central Banks serve:
| | | | | 31



86 , CENTRAL BANKS.

as cover ‘fo .depomtors 111.(30111;1‘&1 Banks in additton, to the repayments expeeted
from socictics, we consider that the shares held by societies should mnot e
accepted as sccurity for loans taken by them. This will of course be no im-
pedinient to the adoption of the system clsewhere recommended by us under
which a society is obliged to take shares in a Central Bank in proportion to its
T 1 ’ 2 A . - W . . ) } E
bono“.mgs f1 om the Ccn?ml .Bank. 1\01‘“ ould it bar Central Banks from
accepting at their own discretion a deposit held by them from a socicty as
society &
security for aloan to that society.

119. The rates of interest charged on loans to societics must on the one hand
be materially lower than those charged in
the bazar to persons of the cla.ssh from
whom members of co-operative societics are drawn and yet must be substantial
cnough to provide the large margin necessary for maintaining adequate fluid re-
source, building up a reserve, and meceting ficld and office establishment, chavees
and other expenses incident to the proper working of the Bank. We ﬁndb it
usual for Central Banks to charge the same rate to all or most of their affiliated
Socicties and to make no variation in it whether the periods of loans are lone or
short. No doubt it is simpler and more convenient to charge a uniform rate 7)11 ¢
we think it would often be wise to grant preferential terms to societies 1~cwg;1-dcd
as first class.  So too as regards the length of loans, it is logical to requirz 1hai;
as long-term deposits carry heavier rates of interest, the neeessary margin
should be maintained by charging enhanced rates on long-term loans. On zhe
other hand, the scewrity offered for such loans may be better and local custom
may he opposed to any such rule; and these factors should be taken into consi-
deration. In view of the temptations offered to the Bank’s staff by the exist-
ence of different rates as between societies or as between particular loans, we®
would in any case require that the variations should be graduated within definite
Jimits and fixed on a definite system laid down by the«Central Bank in copgnlt-
ation with the Registrar. '

Interest on loans to Soctelies.

(2]
150. Wehave dealt in paragraph 116 above with the question of the periods
for which loans should be granted by

Repayments of loans made 1o Societies. .
/ Central Banks to societies.

_ , The prinei-
ple underlying our proposal was that moncy repaid by members to theiy
societios should be at once available for use by societies in repaying loans
reccived by them- from their Central Bank, after deducting such a:nounts
as may be required for urgent loans to members. These repayments can
be estimated and controlled to a large extent by the supervisory staff ol
the Central Bank or Union, but, as a rule, it would be unne(;essa.ry {o
prepare actual statements showing payments due and overdue. On the
one hand, a statement of overduc loans payable by societies to Central
Banks would be misleading if renewals on reasonable grounds have heep
granted to the members of societics. On the other hand, the fyl} and
punctual repayment of loans due t.o Central Banks maay he equally mig-
leading if they represent funds derived mnot from the repayments of men&-

: resh deposits, as repayments s : :
bers but from fresh deposits, pay o made, though commendah]e

in themselves, are not inconsistent with laxity in the recovery

of debts
ieti ue |
members to societies. Wy

151. In cases where a society fails to recover satisfactorily g lo t
\ . S I's loans to its
members and on  this account (el

repayments to the Centy s lis

al Bank, it is the

Process for recovery of loans to Societies.
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duty of the Central Bank fo lise all legitimate pressure to recover its own dues.
‘When it has exhausted its own means of recovery, and not until then, it may apply
to the Registrar under section 36 of the Act for an enquiry, and if the cnquiry
shows such a course to be necessary, the Registrar may proceed to liquidate the
defaulting society. The procedure laid down in section 36 is specially provided
to serve as an alternative to civil hitigation, and with this power in 1teserve we
can see no justification for the institution of proceedings by a Central Bank
against & society in the Civil Court. At the same time, applications foran en-
quiry under section 36 should not be used in order to bring official pressure to
bear on societies in place of unofficial and when the applications of Central

" Banks under this section arc found to have heen unnecessary, the applicant

should be freely mulcted in costs by the Registrar.

RBeserve Fund.

152. The actual amounts of the existing rescrve fundsin Central Banks and
their relation to their total liabilities arc as shown in the margin. We have
already dealt in paragraph 81 above with

Surplus assels—ithesr employment.
the existing legal status of the reserve .

] e funds of registered societies generally.

Provinees. 'Fuud Lakhs, :‘;;;l;;‘;;‘:’; We have also I)Ointed out (in paragraph

— 7 82) the meaning in which wé employ the

Madras o ®  term and the manner in which it is dis-

30""";3' ;G : tinguished from fluid resource and have, as

‘;‘::::and - T s regards primary societies, suggested that,

United Provinees oo 311 51 given protection in the matter of fluid re-

Punjsb -] % | - % gource by Central Banks, their surplus

Burma o % assets should be used in the ordinary loan
Central Provinees - 0 8 . - ¥

i 508 +s business. We have now to deal with the

Ajmer o o7 o surplus assets and fluid resources of Central

‘ s Banks and for the moment assume that

Tl -] 44 ' there is no Provincial Bank for them in

furn to fall back upon. It is of course an axiom -thatany bank taking
deposits must maintain a reserve of cash or readily realizable securities of
adequate size to enable it to meet its depositors, and we may dispose of the
question as 10 how the surplus assets of such a bank should be invested
by saying that, until such surplus assets exceed the amount which spund
policy requires the bank to keep fluid against needs of depositors, they should
be invested in ligquid securities and held as part or, if sufficient, as the whole of
When the surplus assets exceed the sum fixed as necessary to
s¢ may be used in the bank’s own business. When
pank’s early days the surplus assets are less than the
amount required 1o be kept liquid, the deficiency must obviously be madé up
and the only sources from which this can be done are share capital or deposits.
The share capital and surplus assets provide a margin of safety to a bank’s
depositors for making good bad debts in the event of liquidat‘ion. N
153. With regard to the maintenance of a certain proportion or amount
: of a society’s funds in-a liquid form, the
Object and  character of fuid (g operative Societies Act is silent. Tt
< Tescurce. A .
‘ o does indeed give power to Local Govern-
s or societies by means of rules or byelaws to regulate the borrowing of a

[

the fluid resource.
be kept liquid, the exce
on the other handin a

ment
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socicty from non-members, and In some  cascs byclaws have been made in
accordance with scetions 30 and 31 for vestricting the amount which may be
borrowed by socictics and thus indirectly limiting the amount of fluid resource
which may be required ; hut heyond  empowering societies to make byelaws of
their own, no Local Government has made any rules on this subject, and we
have not found in any byclaws, except perhaps in those of the Central Provinces,

any direct provision regarding the maintenance of fluid  resource in

co=operative socicties.  In fact with a few exceptions it may be said that the

necessity for the maintenance of such resource, even where obviously essential

to sound finance, has been disvegarded.  The object of the resource is
to meet contractions of credit entailing the withdrawals of deposits at due
date and a failure to obtain new deposits.  Tnasmuch as such contractions
may cnsue from agricultural calamitics or trade difficultics involving low prices,
they may be accompanied by failures of societies to repay loans and a further
call may be made on a bank at sus :h a time for financing the urgent require-
ments of its affiliated societies.  To mect these contingencies the bank must
keep o fluid resource which should consist of cash, or of investments in such
sound and readily saleable or pledgeable sceurities as ave approved by the
Reyistrar, or of the undrawn portion ol areserve ¢ cash credit (see paragraph 133)
with a Provineial Bank or with a Joint Stock or Presidency Bank provided that
- there is a moral certainty that such Joint Stock or Presidency Bank will not
withdraw the accommodation without adequate notice; and it would be under-

stood that the fluid resource would not he utilized exeept in time of financial |

difliculty.

15-L. As regards the figure at which this fluid resource should be
Cireumstances different from those of fixed, we have had some difficulty in
Joiut Stock Banks. coming to a decision, Some of those

whom we have consulted, would leave the matter “entir:-\,ly to the disceretion
of the societies. Others would fix an empirical percentage on the tota)
liabilities as is not uncommonly done in Joint Stock Banks. 1t does
not scemn advisable, however, to leave an important matter of this kind to
individual discretion, and unlike Joinv Stock banks co-operative institutions
have no data of past expericnce on which to work out a suitable percentage
on the liabilities. It may be taken ns a fairly general rule that a well managed
Joint Stock Bank will distribute its fundls as follows :—33 % Cash 33 % Invest-
ments 33 % Loans. In the sccond item above m(jntmmd there will generally be
found secarities of an casily realisable nature and in tie third item it may hold

“trade bills” which are ordinarily re-discountable. Co-operative banks on

the other uand must of necessity deal in securities of a very different
nature ; their loans too are for much longer periods than - those of Joint
ftock Banks, and repayment may be affceted by a number of forees not
present in joint stock banking. Morcover, co-operative institutions have not
in their present stage of de\elopmnnt any agency to re-convert the * paper ”
of their constituent societies, and the existence of a fundamental defect of
this character imposes upon them a grave disadvantage. Whereas commers
cial banks can, with conlidence, look upon a substantial proportion of the
paper securities they ho]d as the equivalent of ready money,
banks are conpelled under present conditions to regard the ¢ ‘paper ”’ “of
~ sOcieties as representing capital locked up, and for this reason they are forced,
in order to provide fluid resource, to the unsatistactory and uneconomical

n

Co-operativé,
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expedient of holding what is from the ordinary banking point of view an
unreasonably large sum in cash or in gilt-edged securities. As stated
above, Joint Stock Banks adopt, as a rule, a percentage of the total deposits
as their standard for fluid resource, and it would of course be possible to
recommend the adoption of some such percentayge, though doubtless a consider-
ably higher one, for Central Banks. A percentage of this kind forms the
easiest method of arriving at a working standard of the character required,
and such a method may ultimately be found suitable in this country, but it
has the effect of penalising the banks which obtain the longest deposits
and as we have above mnoted, there is at present nothing to guide us
in determining the percentage which should be fixed. It is impossible
to argue from the percentage maintained fluid by Joint Stock Banks
owing to the further fact that established Joint Stock Banks are in
a comparatively static position, while Co-operative Banks are new and will
be for long in India in a condition of rapidly expanding busiuness, in some
cases doubling their turnover in a year. The Directors too of Co-operative
Banks are, compared with Joint Stock Banlkers, inexperienced. In conse-
quenée, if Co-operative Banks are to meet such expansion they must be in
a position'fo know how much they can allot to it with due regard to

- safety. While therefore a Joint  Stock Bank can safely pool its incoming
from all sources, and use them to meet its various outtromcrs, we comlder

it necessary to formulate a deﬁmte pohcy for Co- -operative Banks and to
divide both incomings and outgoings into two parts—-. e., incomings () from

loan repayments, which can be to a large extent controlled, and - ()

from mnew deposits and the renewals of old deposits, which ‘the Bank Cannot
control ; and outgoinigs (a) - of sums invested in mew business,. which

- again can be controlled, and (b)) of sums repaid to depositors, which
' cannot, be controlled. = The repayments of loans should then go to repay-
~ ments - of - depositors, and new business- should be findnced from new deposits
“and from.; rengwals. ' Inagmuch as agricultural conditions are -unstable
end in a’ varymg degxee lead to temporary faxlure to repay loans, Co.

opemtwe ‘Banks may - at'any time- have to: meet Wlfhdl‘&Wﬂls of deposits
without being enabled to do so from lozm repa,yment@ ;- and to ‘ensure their.
abnhty to do this they must obviously, as long as there"is no méchmer 4

for.
raising money on their affiliated societies’ pro-notes by, dlscoﬁht, malntam

adeguate ﬂuxd resourr'es in cash ‘or. gilt- edﬂed easﬂx reallpwblé 88(311l‘ltleb

Wi
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155. After ma.‘ture cons1derat10n we think that it Wlll be best for a Central

Standard of half the mazimum require- Bank -in all cases to keep inthe form of
ments for a year suggested.”  ~ fluid resource a sum sufficient to meet ﬂié

‘1aro~est; poss1b]e demands which may be made on - it in the course of a certam
+ period of time correspondmo' to the average period of a crisis, that is to say, that:if:
should beableto carryonits business and'to meet the urgent needs of its afﬁhate‘l

~socle11es during that period even if all the deposﬂs fallmcr ‘due within that perlod
" were vhthdrawn and no fresh deposits or repaymenfs of loans were 1'eeelv'
~Ttds; oef course,« reno"mzed that the condmon of aﬂ:’ans thus postulated 1s mm‘
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standard which will be safe, it is necessary to select a standard from which
all such clements of uncertainty are eliminated. «

The period which the majority of us would suggest for adoption in Central

Banks is that of half a year; thatis tosay, we should recommend that the banks
should, apart from the needs of current and savings accounts with which we have
already dealt in paragraphs 127-8, maintainas fluid resourcesa sum sufficient
to meet half the fixed deposits falling due during the ensuing year even if no
fresh deposits were received and no repayments of loans made. We have pre-
ferred to suggest a standard hased on half the deposits due in the next year
ather than one based on all deposits due in the next half year, as there
are banks in which the bulk of the deposits, cither by chanceor by speeial
arrangenient, fall due at one time of the year, and the adoption of the latter
form of standard would lead to violent fluctuations in the amount of resource
maintained. :

We append a table prepared from a special return showing for the Central
and Provineial Banks of ecach Province the required resources actually available
on tho 1st January last together with the sums which would be requived if the
standard fixed was (i) the amount of fixed deposits due in six months; (ii) half
the fixed deposits due in onc year, and (iii) one-third the total fixeq deposits
held in the bank, We have nob in this statement taken into account the
deposits of primary socictics for which fluid resources would be kept Dy the
Central Bank but, the sun involved under this head would not he large except
in the Punjab, : |

Figures for Provincial and Central Banks combined,
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We have also examined corresponding figures for
Central Banks in various parts of India, and the re
according to local circumstances.

anumber of individual
sults vary considerably

As noted in paragraphs 133-5 above we would o]
all' undrawn cash credits from outside banks, and in viey o%‘lfsthﬂmd leiour:e
‘ ‘the uncertainty

sgecur

-go far
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attaching to such credits as well as of the absence of adequate data from
past experience we advocate the adoption for the present of a standard which
will sacrifice economy in the interests of perfect safety. If a bank is
perfectly secure on a half-year basis it will really be secure in practice for
a much longer term, as the actual conditions must necessarily be more
favourable to it than those formulated in the calculation of the standard.

156. We have suggested elsewhere (paragraph 130) that the policy of a
Occasions on whick  fuid resource O€ntral Bank should be to arrange to
should be utilized. re-pay deposits from the repayments

loans and only to develop new loan business from new deposits and of
from the renewals of old omes. When it becomes evident that societies
will be unable to make mnormal repayments of loans, a bank should
apply its new deposits to meeting withdrawals of those that mature. It
would of course at the same time follow a very cautious policy in the
financing of new societies and in making fresh loans to old ones. If and
when loan repayments and new deposits finally cease, it must fall back
on its fluid resources to meet withdrawals of deposits and to provide

-such help to societies as seems imperative.

157. In our remarks above we have dealt for the most part with Central
Relations of Central Banks as regards Banks as a separate entity, apart from
fuid resources to primary socielies  their obligations to primary societies to

and Provincial Banks. hi ] ) .
which we have referred in paragraph 52
above and apart from the obligations of Provincial to Central Banks. As
regards the former it will suffice here to say that we look to the Central Bank to

_arranee with its societies to secure their deposits either recouping itself by the

snterest it charges on loans or by charging a special commission. A Central
Bank must accordingly have a sufficient fluid resource to meet the demands

-of its own depositors zmd‘J of the depositors of the societies which are affiliated
to it and have entered into arrangements with it as well as the demands of

affiliated societies for urgent loans. For this purpose Central Banks have their
own fluid resources to rely on and any cash credit which they may be able to
e from a commercial Bank or a Provincial Bank, where such exists.

158. It has been urged before us that it is more important for Central
Banks to build up a large reserve fund

Action to be taken, : !
than to provide for a fluid resource at any

‘rate in their early days, but we are unable to accept this view and we hold

that Central Banks should work on sound lines from the beginning.. We fully
recognise that the requirements which we have above laid down, especially in
as they entail the maintenance of a fluid resource sufficient to. meet
half the deposits for the ensuing year, involve considerable changes in the

administration of Central Banks, as in the absence of. arrangements for redis-
counting the pro-notes of the movement, these will in many cases be forced to

raise the margin of interest between their borrowings and lendings and will need at

_ the same time to obtain deposits ou longer terms than is now customary, but

we consider that it is well to undertake the sacrifices required by such changes
at the present stage of development rather than to defer them to a time when the

.contraction of margins will render them more difficult. We do mnot

propose that the Central Banks while building up their fluid resources and their
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surplus assets should deprive their sharcholders of a reasonable dividend, but
it will be necessary for them to face the fact that until they have met the
requircinents we have above recommended, they cannot command full confidence,
and a steady effort should be made to reach the standard recommended by us.

The standard of resource should be subject to readjustment quarterly and
the progress made by the various banks in meeting the suggested require-
ments can be cheeked by the perusal of the quarterly statements which we
have recommended in paragraph 165 below.

Superfluous Fuuds.

159, The question of the profitable wtilization of superfluous funds is
not yet very pressing , but may become so
later on. Wherever the question is onc
of substantial importance, it may be presumed that a Provincial Bank has been
or will shortly he constituted, and it will suffice in this place to say that when
Central Banks find themselves in possession of superfluous money they should
-make a regular practice of passing it on for deposit to the Provincial Bank. We
shall deal later with the relation of the Provincial Bank to such funds as they
themselves may hold in excess of requirements. '

Superfluons Funds,

Division of Profits.

160. We have found cases where Central Banks have shown large net pro-
fits and consequently declared high divi-
dends by reckoning as profits considerable
sums of interest due from societies but not yet paid. In cases where the
accrucd interest is overdue and has not heen paid by the debtor society, we
have no doubt that this practice is wrong. Where, however, the interest has
been earned but is vot yet due for payment (as for mstance in cases where it i
payable at the end of ayear of which only 9 months had run at the time when |
the balance-sheet was prepared) the propricty of the practice i is less open to

question.  In Joint Stock Banks such carned interest is, we beheve, usually
counted as profit, provided that it is fully weured, But in the case of Central
Banks, Socicties might conceivably defanlt in the payment of interest year after
year and in such cases it would he wrong to treat interest earned as available for
dividend. It is in our opinion csscntnl to show separately in the Profit and
Toss Statement for the information of sharcholders the items interest («)
due and realised, and () interest exrned but not ‘due.  Similar information
should of course be furnished on the othev sie of the statement as rewar(k

interest payable by Central Banks to other agencies.

Interest earned but not paid.

161. In dividing prohts sums are occasionally set apart for (1) D1v1dend :
Equalization Funds, (2) Contmoent Funds,
' Special Funds.. ‘ and (3) Building Funds,

As regards the first we gather front sec tion 33 of the Act that somethlnn
~ in the shape of a Dividend Equalization Fund seems to have been eontemplatul :
by the law and we seé¢ no ObJef'hon to the constitution of such a fund. Tn
fixing the limit for dividends, however, the T.ocal Government would be Justified ,
in taking into consideratmn the existence ov d}mencc of this arrangement for
'equalmnn' the return to shareholdw

Contingent or Bad Debt Funds are oc Laqonalls found in Central Bankq; |
~and we tlink that when as a rule only 25 per ¢ept of the net profits are carried

At - Lo
. . ant Ll i
‘ v . ' . - ¥
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to Reserve, the provision of such an additional fund is desirable. But we
would emphasize the fazt that the allotment of 25 per cent of the profits to
Reserve represents the legal minimum only, and if a substantial amount in
excess of this minimum is placed to Reserve e~ery year it would generally
be unnecessary to make any separate provision except for such bad debts. as are
“really in sight. . '

With regard to Building Funds we may note that in most places we have
found the offices of Central Banks rather humbly housed, usually in rented
premises, and that in order to provide new buildings of a suitable character a
separate building fund is not infrequently in course of formation. We recognise
that the possession of a good office building is not only a convenience but also a
good advertisement for a Bank ; but such abuilding should not be too expensive
or pretentious; and in any case it is well not to devote any part of the profits
to a building fund until substantial progress has been made in providing a
fluid resource. 'We would add thatin cases where a bank’s office is intended to
serve also as an agricultural depdt or forsome cognate object, Government
or Local Funds may suitahly make a contrib ution towards its cost.

Audit and Supervision.

162. In dealmoF with Primary Societies we noted that audit included cerbam
functions beyond the mere exammatlon
and verification of the account books,
and we advocated that all Puma.ly Societies should be subject to a threefold
examination classified by us as (@) the actual audit of the accounts, (&) addi-
tional enquiries referred to in paragraph 91, and (¢) the supervision of societies
by a special supervisory staff. We believe that it is equally necessary to apply
these three ‘processes to Central Banks, but that in their case the processes

Adudit of Central Banks.

) and (b). can be usefulfy carried out by separate agencies. Provided that the '

- - second and third processes are effectively performed by the Registrar and his
staff, it is open to the Registrar to entrust the first to one of the Government
staff or to some outside agency, such as that of Incor pomted or. Chartered

Accountants specially authorised on this beha.lf “In the case of larger Banks .
the audit of the accounts involves much labour and takes much time and there -+

- are sometimes advantagesin employing outside agencies both to. improve the .

system of book-keepmg and to satisfy the outside publie. Biit as a rule outside
‘agencies are more expensive than a Government staff and owmg to their lack

of special knowledge of co- operative ba,nkmg are. nob always equally efficient.
Whatever system be adopted, we are clearly of opinion that Central Banks.
should bear the expense of their own audit-and arrangements should be made .
 for'the payment thereof in such way as may be 'locally convenient. ‘Theﬁ,;
. audit notes and any orders which the Registrar may think fit to issue on them . -

'should of course be communicated to the Bank. We would also note—as .

-~ we have found that this obvious duty has been in some places 1gnored—-that?lf';

if assets have been pledged against a loan or cash cred1t ‘the faet must be'clea.rly‘ a

B sta.ted in the ba.lance sheet.

163 As 1ndlca.ted a.bove, the exa.mmatlon of Banks, 4s a.pa,r.‘," from the ,

Supermsivn of G’entral Banb:, :

. Regmtra.r a.nd }ns staif a

*

~ audit of accounts; and the s*uperv:lsmn of -
“their work forms part, of thedutiesof the

4
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161 There is considerable diversity of practice among Central Banks with
regard to the preparation and distribution
of balance-shects. In some cases, they are
sent to the Registrar only and in others they are printed and published in news-
papers or the Government Gazette.  Our view is that every sharcholder should
—and when this does not entail too much expense every depositor might—
receive a copy of the balance sheet and that a copy should he kept available
“for inspection in the Bank’s office in the samc manner as is preseribed in
the Companies Act. The balance-sheet should show the name and quali-
fication of the auditor and include a copy of his certificate of the correctness
of the accounts. It should also contain the names of the Directors together
with a clear indication that the Bank is registered under Act 11 of
1912. The published balance-sheets should in our opinion be drawn up in
greater detail than is usual at present, and in greater detail than is required for
the annual returns, They should in all cases show separately the share capital
issued, subscribed, and called up. Details should be given according to cir-
cumstanees of the loans and deposits given and received, current and savings
deposits being entered separately from fixed depesits. Outside investments
should be individually specified and the interest due on deposits should be
indicated separately from the principal of the deposits themselves. In order
morcover to conform with business usage the liabilities should be exhibited
on the left and the assets on the right side of the statement.

Publication of Balance Sheels.

165. As mentioned in paragraph 99 above we have suggested to the
Government of India that Central Banks
should be required to prepare, as Annual
Returns, the three usual account statements, viz., the statements’ of Receipts
and Disburscments, Profit and TLoss, and Assets and ILiabilities. The last
while giving substantially the same information, 1nigh't be in a less detailed
form than the balance sheet supplied to members.s In addition to the three
annual statements, we think it advisable, in order to keep Central Banks alive
to the facts of their own position, to prescribe the submission of a quarterly
statement showing in some detail the state of their finances more espeually
with reference to their liabilities to outside creditors and their progress in the
formation of a fluid resource. We have submitted separately to the Govern-
ment of India our suggestions with regard to the form which this statement

Annuai and Quarierty Relnyns,

should take. We would only add that in our opinion it might with advanta‘re '

be pubhshed in the Gazette of the Local Government.
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CHAPTER 1V.
PROVINCIAL BANKS.

The present position.,

166. We have already expressed the view that the co-operative edifice
Need for o bank at the apex in in each province should ordinarily consist

each Province. of primary societies federated into Unions

when local conditions permit of the introduction of the Union system, and
tha,th these primary societies, whether federated into Unions or not, should be

financed and supervised by Central Banks covering an area and serving
a number -of societies which are mnot too large to permit of efficient

supervision and are yet sufficiently large to enable the bank to employ a
reasonable amount of working capital. The extent of the supervisory duties
of the Central Bank would of course vary according to the existence or non-

. existence in the province of a Union system and the efficiency of that system

when it existed. - Althoygh this edifice affords adequate additional assistance

“to the l{eglsfrar in the matter of supervision and audit of primary societies,

it is by no means. complete as regards finance. In the absence of an apex
controlling inatitution Central Banks have to make such arrangements as they -

~ can, either by cncu]amqng each other or. through the Registrar, to lend out

their surplus funds or to borrow to meet thelr needs.  This system is ineffici-
ent and uneconomical when the work is done by the Central Banks themselves
and, if it is carried out by the Registrar, entails a substantial addltlon to his

a]ready onerous dutles Moreover . uncontrolled interlending among Central
7 ‘Banks involves an'interlocking of liabilities which may well lead to trouble,
-In some provinces too the Central Banks are unsble unaided to secure locally

sufficient funds to meet their needs, and these can best be provided by a bank

| capable of sbttlac’cm«T deposits from the richer urban classes and more suitably
' ‘equipped to serve a8 a channel ‘between the co-opera.twe movement and. Presi-
- dency or Joint Stock Banks. It is. therefore in our 0p1n1on neoessary 'to |

*. - provide in gach of the major provinees - an apex bank which will co-ordma.te'_ :
. and control the, working of Central Banks,  forecast and arrange for the pro- R

- yincial’ reqmrements as awhole, and be the ﬁnanclal co-opera.tlve centre ofthe -

"»'_,Provmee. . co e R WA e

wl
Wy

An apex bank of ﬂns nature should have as 1ts express ubJeot the direction

|; -»-'0£ rovincial finance by the control and support of Central Bahks. Central
Banks should: be px'ohlblte

from deahng vnth eaeh other or W1th Premdency .
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or Joint Stock Banks except through its medium, while it should itself he
obliged to confine its dealings with co-operative institutions to Central Banks
and leave to them the work of dealing with socicties.

167. The present organisation throughout India is incomplete in this

respect. In Madras, the Central Urban

Bank has begun to undertake the functions

of accepting surpluses from and lending money to Central Banks, but it

is not in a position to exercisc any control over these banks.  As a matter of

fact, 2Iths of its loans, which are approximately one-half of the total loans

in the Province, have been made to primary societics and it ecan in no way be

said to be in charge of the direction of the provineial finance. The pre-cminent
position in the Bombay Presidency of the Bombay Central Bank -is due to the

fact that § ths of the loans to societies in the Provines have been made by  if,
but the three Central Banks in the Province are in no way under its direction.

In Burma, over #ths of the loans to socicties have been made by the Bank of
Mandalay, and that Bank also supports the two Central Banks in the Province.

In Bihar and the Central Provinces Provincial Banks exist which are constitated
ou the lines suzgested at the end of the previoas paragraph, buat that in Bihar
has ouly just been started, while that in the Central Provincesis as yet on a
comparatively small seale. Tn no other Provines is thore any institution which
attempts in any way to fulGl the duties of anapsx bank. In view of the fact
that the Central Banks of Madras, Bombay and  Mandalay caanot be appro-
priately dealt with in the chapter on Central Banks, we have considered it better
to deal with them here, but in view of the diverse character of these three Banks
and the small extent at present of the scope of the Provincial Banks of Bihar
and the Ceuntral Provinces, wedo not think that any useful purpose will be
served by conclusions drawn from an examination of the cxisting state of
affairs in these Banks. It will be sufficient to give in their case the same
ficures as vegards their capital, its sources and employment as have been
given in the case of Cenfral Baunks, and to deal genecrally with . the
subject of Provincial Banks, stating what in our opinion arve the main essentials
in the formation and working of such banks.

Existing Systems.

168. The table below shows the working capital as it stood on January 1st,
1915, of the five bauks mentioned and the

inancial details of existing systen. ; ) .
Financial det. 7 sources jrom which this capital was

obtained.

‘ | Bihar

Bombay. | Madras, 13;“;}1;;‘ Burma. and

‘| Orissa.
{ Total,

Rs. n ‘ Re.in | Rs.in | Rs. in Rs in

lakhs. | lakhs. lakhs. lath lakhs,
Shares e | 381 ‘1 200 | 2031 192 82| 119
Deposits e | 12:51% | 23734 7-30 | 2150 197 | 6662
Loans 2-68 1-48 ‘16 1-14 546
Reserve Fund 18+ ‘76 20 47 61
Total vou 16-53 28-78 1191 24°05 363 84-90

* Including debentures.
+ Including siaking fund,
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As regards share capital, only six societies in Bombay have become share-
holders, though an opportunity was afforded to them to subscribe to shaves if they
wished to do so. In Madras, all the shares are held by individuals, and shavehold-
ing by societies is not coutemplated in the byelaws. In the Central Provinces,
too, practically all the shareholders are individuals, though some directors of
Central Banks happen to hold shares. In Burma and Bibar, the number of
individual shareholders is limited and the representatives of societies and Unions
have a preponderating voting power both in the General Meeting and on the
Dn‘ectorate

The deposits in these banks consist,

DEPOSITS.
T p‘uﬂy of sums lf’ul’lved dil'e(}f, from ].ndi-
. Frox Frox f:?mms
Provinee. NDIVIDUALS. B . . .
e seowpeas o vidual members or the public and partly
Lakhs. Lakbs. of funds passed on by Central Banks and
Madras w| 2080 43 societies. The amounts actually held
Bombay . 11-69 ‘82 v
Central Provinees . . 59 - from each of these sources on January 1st,
Crotil |G oere s 1915 were as shown in the margin.

4

- The loans have been- taken from ]?resﬂency and Joint Stock Banks and
‘represent the portion owed on Ist. January 1915 of cash credits which these

banks have granted. The Banks of Madras: a,nd Mandalay and the Provincial -
Bank of Bihar have been granted cash credits of 5, 1 and 4 lakhs respect-

| ively by Pres1dency Banks. The Provineial Bank of the. Central Provinces

has heen granted a cash credit of ten lakhs and the Bank of Manda,lay one

. of t}nrty thousand rupees by Joint Stock Banks.

J,’T;hqa_m‘dun‘t,.;of hqmd assets held by these banks is as follows :—

: Tty ¢ MR
L K

=) . L e b e e

5w

y -
RO ‘ (‘mh, "Qov}emniénrz paper, | Otlhe;-‘fsecuz-itigs§ 9“‘1‘;2;?:“11 o
L 2 R . : . . g 1
. Madras e T T l T 140 * I R N
k N : e . ! | ) ‘.‘ . " “‘ s ‘,v,
. Bombay ,‘ o A '\12‘ s ' “09%* ! M
Burma. e e 2:84,. 83
BN Bihar L ; 1‘.}. “,-_' T ." :_;‘.“" . . S "\i . .."».. . : ‘,”‘ . ; 2'87
i ‘ o ‘ - ;\‘,%j .’ o ) ' = " .‘n' ' ‘ "' ,\‘l | A ' { ’ )
. Central Provinees..: Snn 20 23
C - - LA S Y S
% Debenture Smkmg Fuﬂd. : E ' S

I uture requzrements

169 As 1egards the tvpe of Prowncml bank w hlch we Would recommcnd
: . in provinces where no such bmnI\ exxsts o
and to wlnch we . would lxke t()' see the .k
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If a Union system on lines similar to those in Burma could be introduced
in Bombay, the Central Bank there could, like the Bank of Mandalay, suitably
be entrusted with the direction of provincial finance, provided its constitution
could he modified and reconciled to a greater degree with co-operative interests.
In all the other provinces the co-operative edifice is constructed on a system
of Central Banks and the same principles apply to apex banks in all
these provinces. We have dealt below with the points regarding such apex
banks which seem to require special notice, and we would premise that such
banks should not be started on an cxtravagant or unnecessarily large seale.
Their capital must ol course be adequate to meet the needs of co-operative
institutions and provide for expansion to meet their growing requirements, but
it should not at first be so excessive as to lead to loans being forced on
socictics heyond their legitimate requirements in order to make the bank pay
its way.

It would in our opinion be a sound rule to insist that the share capital plus
the accumulated reserve fund shall form a fraction of not less than one-tenth
of the,total funds horrowed from outside, deposits from members and member
societies as well as from non-members being included under the latter head.

170. Tt is in our opinion essential that co-operative institutions should
be represented in Provincial Banks, It

. vty 7 . . 8. .
Share Capital and class of shareholders. 1o 1ot however necessary that they should

from the Dbeginning be vested with full

control. Owing to their distance from the Provincial centre, they cannot
conveniently send representatives to attend every meeting.  On the other hand,
the individual men of business, who take shares, usually live at or near head-
quarters, and arc therefore able to be present at mectings regularly. In addition
to this they form especially at first, a very import(ant element in the Bank,
as they bring -to its management the nccessary comm-reial skill and ability
without which it would be difficult to raise sufficient capital from the public.
At the same time, it is obvious that the relations of the Provincial Bank to
its constituency must he carefully defined, for, whatever system is adopted,
no device can permancntly prevent the ultimate divergence of the interests
of the individuals who supply funds and the societies which borrow them.
Although therefore in starting a Provineial Bank we are not opposed to the con-
cession of a prepondcrating influence to individual shareholders, representing the
business element, we think that its constitution should be so framed as to give

to affiliated co-operative institutions an opportunity at no distant date of
securing a majority of votcs at the general meeting.

171. If a Provincial Bank is so constituted, it is we think of comparatively
small importance whether the co-operative
element has a dominating voice on the
Directorate or not. The management of 5
Provincial Bank requires more expert knowledge and experience than that of
a Central Bank and it is permissible, and often desirable, that the management
should be mainly in the hands of business men. The representatives of societies
are seldom capable of taking an effective part in the management of 5 B
this class. But though the detailed administration need not he co
controlled by them, the ultimate decision, as exercised at the general meetin

‘should under the by elaws vest with them, and when they find tha,t the Direct ofs,

Co-opem{w element less necessary on the
Directorate.

ank of
mtantly
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are mismanaging the Bank or exploiting co-operation for the advantage of the
individual shareholders, the representatives of cc-operative institutions should
be in a position to intervene and to reconstitute the management.

172. As in the case of Cenfral Banks we think that itis ordinarily
simpler to issue one class of shares only

Ordinary and preference shares. but if this plan makes it difficult to raise
Reserve liabilsty. adequate share capital, there is no objec-

tion to allowing the shares issued to the public to be treated as preference
shares. The objections which we urged in the case of Central Banks to

' attaching reserve liability to preference shares held by individuals apply with

almost equal force in the case of Provincial Banks, and we would recommend
that all such shares should be fully paid up. The same necessity does not
exist in the case of shares held by  co-operative institutions. It is legitimate
to require only } or § of their face value to be paid up. The number of such
co-operative shares should in any case be unlimited and their growth should be
stimulated by insisting on the holding of shares proportionate to borrowings.

173. All Central Banks should be induced by every legitimate means to

,, ' ~ become affiliated to the Provincial Bank
Relatims of Provincial Bank to Central o1 1 tho Provineial B ank should grant no
Hanks and Societies. loans to societies capable of being affiliated

to a Central Bank. When primary societies, owing to their foi'mation in a new
district or for scme other reason, kave no convenient Central Bank affiliated to
the Provincial Bank to deal with, the latter may properly grant them loans direct
until they can be brought uncer an affiliated Central Bank, and should in such
a case exercise over them the powers of a Central Bank. If in any instance a
Central Bank declined to become affiliated to the Provincial Bank, it would be
required to arrange muegenden’t]y for its own finances, and the fact that it was

“mot affiliated would prcbably have a prejudicial effect on its credit.  After be-

coming affiliated to a Provineial Bank, a Central Bank cannot of course claim
Joans from it as of 110ht and would have its credit reduced or stopped in case of

disobedience to the rules of the Provincial Bank or of bad ‘management. If

such action was still ineffective in bringing the peccant Bank to reason (and we
believe that it would seldom be without effect) then it remains for the Provincial

Bank to disaffiliate it in some public way, cancelling and refunding if necessary

the shares held by .it, end we believe that as a result of this discipline the

Central Bank would find its credit gone and would either have to reform its

methods or to suspend opelatlons ‘We would add that in assessing the credit of

Central Banks, a Provincial Bank would be guided by ordinary banking prin-

ciples and would entmtaln such staff for this purpose as may be necessary.

174. Provincial Banks vs111 no doubt have occasion more frequently than

Central Banks to raise short-term deposits to meet particular needs, but, as in

the case of Central Banks, efforts should
| usually be made to obtain deposits fixed
for the longest possibleterms. The money is required for loans to Central
Banks and it would only embarrass them if it was granted for shorter terms

Period for deposits.

* than were required, by the. societies borrowing from them. - Uuder xpecml

arrangements laid down in its agreement with the Secretaxy of State, the

Bombay Central Co-operative Bank has to maintain a fluid cover amountmg to

40 pel cent of its dercsus at ca]l but condltlons m Bombay are s_pecml and
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we think that in other provinces deposits held at call, including deposits so
Leld from Cential Banks, should be covered by fluid resources amounting to
at least 75 per cent of their total amount. We think, following the practice
at present obtaining in Joint Stock Banks, and for the same reasons as have
alrcady heen given in the case of Central Banks, mno prohibitions should be
placed on the opening under proper restrictions of a savings deposits department
in a Provimcial Bank.

175. Cash credits given by Presidency and Joint Stock Banks are cxceed-
ingly uscful, but the terms on which they
are enjoyed nezessarily make them a rather
uncertain resource, and we think that Provinzial Banks while taking cave to
remain in touch with outside financing agencies will be well advised to avoid
excessive relianee on this source of supply. Their cfforts should be directed
towards the gradual accumulation of local and outside deposits, and the
accumulation of considerable surplus assets and good liquid securities, in order
that dependence on outside agencies may be diminished.

Loans.

The extent to which an outside bank dealing with a Provincial Bank
should be authorised to examine its accounts, records, anl general administra-
tion should be determined by the arangements made separately in each case
but ordinarily there should Deno reason for discouraging such investigation.

176. As regards fluid resource we think that the same principles should be

kept in view as have been laid downin the case of Central Banks except that it

will suffice to ensure that the fluid resource
“should be sufficient in amount to cover
one-third only ot the possible liabilities of the Bank falling duc in the course of

Fluid Besowrce.

‘the ensuing year. . The. standard adopted . is fixed on g slightly lower scale than
" in a Central Banl\, because the risks are spread over a wider arca and a larger

number of institutions, thereby reducing the chance of sudden resort to the
fluid resource from all quarters at once, and because the concentration of fluid
resource in one bank and under one control malkes it possible to do more with
the sum available. The liabilities include not only all demands against the
Provincial Bank itself, but also, in cases where it uﬁdertakes to' provide cover

for Central Banks, the total possible demands within'the period stated payable

1

by Central Banks, and their affiliated societies. In the absence of a Provincial
‘Bank it is the business of a Central Bank to arrange for its owa fluid resource

but where a Provincial Bank is ‘available, it is also open to a .Central Bank
elther to deposu; its fluid resource w ith it or to make arrangements with the
?xovmcml Bzmk w eleby that bank in return for being allowed to charge a
commission - or luo‘her rate of interest undertakes to maintain ‘sufficient fluid
resource to cover the hablht}es of the Central Bank. "When a Central Bank
maintains its own separa*c fAluid resource, it is a matter of indifference whether it
rotains it in its own' hands or places it in the keeping of the Provincial Bank,
but the latter course w ould probably secure that the money is handled in a
more business-like way.  In ‘buying gilt- edcred securities, to be reserved for the
credit of a Centlal Bank the Provincial Ba,nk would probably have less diffi-
cul'y over the necessary formalltles and might 'be in a position to carry through
“the transaction more che&ply When it goes further and undertakes the res-

ponsﬂnhty of provnhncr ﬂmd resource to meeb the needs of Oentral Benks, it can

i, ¢
ar

o more, 1mporta,nce as the movement devclops, but, sueh tla.nsactmns are-.
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by concentrating its resources use them more effectively and economically,
devoting a large portion of its available funds to the support of a baunk when
need arises and curtailing the reserve maintained for more solidly situated banks.
Ther¢ is undoubted advantage in consolidating a reserve of this kind in one
place and we have little doubt that, when Provincial Banks are firmly estab-
lished, it will be found convenient to concentrate the whole fluid resource
.at the provincial apex of the co-operative system.

'177. The main business of a Provincial Bank should be to co-ordinate
and control the finances of Central Banks,
utilising their surpluses and supplementing .
their deficiencies, and we think that, for the prescut and for some time to come,
Provinciai Banks should be forbidden to embark in business outside the co-
operative movement except in so farasif may be found necessary to lend or
deposit spare funds for short periods in outside institutions. As time goes
on, and the management of Provineial Banks gains in expericnce while
the margin on which they work is reduced, there may arise some justification
for undertaking general banking business; hut atthe present stage we think
this inadvisable.

Class of bustness.

178. The disposal of spare funds on short loans t> outside institutions
though at present of little account, is a
matter of great ‘potential importance. -
Good interest can be obtained for money in Upper India,, Bombay, Madras and
(though for a shorter term) in Burma between the months of October and April
or May, when there is in normal years a steady demand for money for the
movement of crops and for the import trade. In Bengal, the conditionsof the

Loans to oulsifle z'nstilu(::'nns.

jute trade cause the keenest demand for money between July and October, but

elsewhere it is in the winter that short loans can most profitably be made to

- concerns outside the co-ol)elatlve movement. Repayments are made by societies
' within ' the three months rucceeding the various harvests, and in consequence

Central Banks tend to have a, plethom of funds only towards the end of the
season in which the local trade is reatiy to give high rates for money Advan-
tage should therefore be- ta.ken of such ‘variations as cxist in the periods’ of
demand in the different provinces. As long as Co: opera.tlvc Ba,nks look to
temporary investment of such funds in Joint Stock Banks within: the Provinee

~ they will fail to get profitable rates and their money will ‘be less useful to the
" trading community. - The maximum benefit to co-operators and traders will

result when 1nter-p1'0v1n01a1 business has been so developed that the plethora in

-one province can be lent to Jomn Stock Banks i in another at the beginning of the"

active trade season to ﬁnance the movement df some crop. The sums 1'epa1d

- by agricultural co- operative societies are often not required again for loans for '”

2or 3 months and the ability to obtain remunerative rates on. such ums -
for thls peuod is an important f&ctor in co-operatwe banl\m". ‘ '

El‘he questmn of 1nter-p1~ov1ncla1 lendmn‘ is ‘one {hat will certamly acqun*e f

Bank may 1eg1t1mately be reluctant .to samct 1 )
bank has been lonO‘ enoua'h in ex1stence to plo‘ 145 7 : &
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lending bank has full opportunities of itsclf examining and verifying the financial
position of the borrower.

179. In the Provincial Bank, as in Central Banks, there should in our
Audit and Swpervision of Provincial opinion be a separatc audit of accounts
Banks. as well as more gencral supervision and
enquiry into its management, and this audit should be carried out by a
Chartered or Incorporated Accountant, authorised by the Registrar. The Bank
would be at liberty of course, if it wished it, to arrange for a supplement-
ary audit under its own auspices. In cither case the whole expense of the audit
should be borne by it. The further duties of general supervision and enquiry
would appertain to the Registrar and his staff, and would be eavried out for the
present at Government expense,

180. The retwns required from a Provineial Bank would be the same
in number andin form as those required
from Central Banks. Tt should be under-
stood that copies of all retwrns fwmished by Central Banks to the Registrar
should be sent to the Provincial Bank, in order to keep it acquainted with
any changes that occur in their general position, The Provincial Bank, like

Returns due from Provincial Banks.

the Central Banks, should publish detailed annual accounts and a Balance

Shect and should distribute copics to all shareholders and, it possible, to all
depositors.

CHAPTER V. :

PUBLIC AID.

Concessions.

181. Certain special privileges have been conferred on Co-operative
Societies under the Act itself, which are
paxtly judicial and partly fiscal. Under the
first category may be included the (somewhat illusory) prior claim to enforce
recovery of certain dues (section 19), the exemption of the shares or interest
of members from attachment (section 21), the admission of certified copies
of accounts as evidence (section 26) and the exclusive use of the term
“ Co-operative ” (section 47). TUnder the latter fall certain exemptions from
fees payable in connection with the Registration and Stamp Acts and from
income tax, granted by notifications of the Government of India under section
28. We regard all these concessions as fair and reasonable, and the only
suggestions we have fo make regarding them are (a) that when the staff of
Sub-Registrars is remunerated from the fees earned by them, the loss to them
occasioned by the exemption of Co-operative Societies from Registration fees
should be made up to them from Government in order that they may not be
reluctant to dispose of work brought by societies, and (b) that the exemption
from stamp duty of the cheques of individual members having current
accounts with Co-operative Banks does not appear to us necessary and the
sum involved, though now insignificant, may some day rise to a figure which
will make the reconsideration of the exemption advisable, '

Concessions under the Acl.

182. TFurther concessions of a departmental character are also enjoyed by

‘ Co-operative Societies such as the use of
Remittance Transfer Receipts at par for
remittances between societies and special facilities for the withdrawal of funds
from the Post Office Savings Bank. The question of the remittance and custody
of funds is one that has been differently treated in different provinces, and we
think that the grant of reasonable facilities to Co-operative Societies and Banks
under these heads is a justifiable and necessary concession. As regards

Departmental concessions.
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the Post Office Savings Bank we have alvcady referred in paragraph 58 to

certain concessions cuwrrent in Bombay which we think might be extended

elsewhere.  We may also note that in view of the high commission payable
for the transmission of large sums by moncy order, the Registrar in Bombay
has been pérmitted by the Local Government to make to socicties at the end
-of the year a refund of 75 per cent of the amount actually dishursed by them
as money order commission,

Government Servants and District Officers.

183. The general rules of Government regulating the conduct of
Eristing Rules regarding participation  jts servants in relation to Co-operative
of Government Servants. Societies arc fairly elastic. In general

any Government Servant may take shares or make deposits in a co-operative
institution cxeept in case of (1) members of the Indian Civil Service .who
may only do so outside their own province and (2) members of the Provineial

and Subordinate Civil Services who may do so with special permission but -
- may be precluded from 'serving in the district in which their investment

has been made. Local Governments are at liberty to modify these rules
and have in some instances availed themselves of this power. In Burina

for instance any Government Servant may take shares or make depositsin -

the Provincial Bank, and in Madras, the Central Provinces and Bihar and

‘Orissa, there are no restrictions on investments or deposits in Ccntl‘al Banks

or the Provincial Bank.

¢

184, Cir eumstanees differ in different tmots and wo 1eco<'nme that somcf

Prmmplm to be o Howed’ : d1ve1s1ty of practice should be permitted.
~ Our general view is that if provision is

mado to minimize undue official mﬁuenco, the movement should not be

deprived of the moral and financial support which Government Servants

give it. In ]]m-opo there are few or mno restrictions on the dcahnﬂ’% of
Government Secrvants with Co-operative Socictics, and if precautions. ave
taken to sec that all proceedings arc public and that societies are thoroughly

supervised, the need for speeial restrictions is greatly : dummshed Tested by
“these considerations the existing rules appear on the whole to be well devised
| and leave only a few points on which we have. :suﬂ'gestmns to offer.

Any restrictions “luch \\c zulvocate should of course apply only to Gov-

ernmont servants on the actlve llst and in no case to- any 1'ot11ed oﬂmor ot

Government

183. Speaklno' ﬁrqtly ot ‘deposits, we would romovo all restrlctlons on -
- the power of any Goveriment sérvant- -

(1) 4s. re_/aw/a (lepont?
to deposit in a Provincial Bank. Mem-

Ters of the Ind;an C1v1l Service should not he - proh1b1ted from depo- ., 1
siting in Central or Plovmoml Banks m their “own - Provinee provid-
od that when transferred to a dlstucb in a Central Bank of w hich they "
 hold such a deposit they should, roport the ureumstances to their
_superior and withdraw the deposw as soon as ‘opportunity offers,
members of the Provincial and Subordinate Civil Services should not, we -
thmk be 1eq1ured to obtain permlcswn for depoutino m & Provmmal Bank ‘

ofﬁclal »
Similarly "
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or for depositing in any Central Bank outside their own district or other
local area.

"

'186. As regards membership and the taking of shares in societics, we
would, while retaining the existing rules
extend generally to all Government ser-
vants the power to take shares or become members of non-agricultural
societies intended for Government servants only, as we think it advisable
that the higher grades of Governmment servants should not be debarred from
supporting such societics and taking an active part in their management.
We would extend a similar exemption to all Government servants in
respect of any class of non-agricultural primary society of which they
are otherwise qualified to become members, but would not allow members
of the Tndian Civil Service or Provincial or Subordinate Civil Services to
borrow money from suoh societies,

(2) d4s regards memlershep.

187. With regard to the participation of Government servants in the
management of Societies and Banks, reference is sometimes made to rule 1t of
the general Government Servants Conduct Rules which forbids Government
servants to undertake without permission
any employment other than their public
duties. But we think that the part taken by them in the management of Co-
operative Societies should be determined by special considerations rather than
by a comprehensive disqualitication of this kind. We have already for instance
statcd in paragraph 83 that we considered a Village Accountant often nnsuit-
able for the post of Secretary in an Agricultural Society, but saw no objection to-

(3} As regarfis ganagement,

* the employment of a Village Schoolmaster if his own department consented.

In some parts of the country there may be no objection to allowing either or
both of these Village Officers to participate in the management of a society,

. but. elsetihere difficulties ha,ve been felt, and we would leave the matter for

local - decision. - Officers of gazetted rank are under No. 18 of the Govern-
‘ment Servants conduct tules allowed to partake in the management of co-

- operative institutions if they obtain .the general or special sanction of the
.Local Government, Qur view as 1e°*a1ds such Officers is that whatever orders

may be issued in respect of Officers outside the Indlan, Provincial and

.- Subordinate . Civil Services, the gazetted officers of those services should,
g subjécb‘ to the - exceptions suggested by wus in paragraphs 186 and

190, " be prohibited from acceptlng, without special permission, any post,
Whether honorary or not, on the Managing Comm1ttee or executive staff of

,‘ a.ny Co-operatlve Socwty or Bank.

188, Tn their resolution of April 20th, 1904 the Government of India laid -

I’ke relation of District Officers to the down that while the immediate charge of
movement. . societies once started should devolve on the '

Revlstraz District Officers should help in initiating the movement, and aftér:

societies” had been formed should give them their active sympathy and support

‘In their resolution of 1914 again they pointed out in some detail that .while it

was no part of the duty of a District Officer to intervene in the mterna,l admnns-

“tration of sometles, At was important that he should recognise that they consti-

tated a new factor i in the admlmstlatlon which could not be dlsregarded and

,-thab 1t was h1s busmess to keep‘.m the closest touch thh them, a.llowmg them
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qcither to languish for want of sympathy or develop in wndesivable directions
through want of vigilance. A similar line was taken by the Bengal Govern-
ment in a circular isSued in August 1911, in which it was stated that, while the
‘Collector should not inspeet or control or personally organize socicties, he should
acquire knowledge of the movement and evinee his willingness to help it
forward, more particularly in such matters as the recruitment of 1lonorary
Organizers The instructions thus given as regards the general attitude of the
Distriet Officer to co-operation are in our opinion clear and consistent, and we
venture to express our entive agreement with them.  But there has heen some
difficulty in defining the precise action which the District Officer should take
in order to conform with the policy they express.

189. 1t has been proposed from time to time that the Collector and his sab-
Devolution of powers of Registrar on  OPdinate officers should be given some of
Collector nst recommended. the powers vesting under the Act in the Re-
-gistrar, and this view so far as Bengal is concerned has received the support of the
recers Committee on the District Administration of that Presidency. That Com-
mittee considered that Collectors in Bengal had heen practically excluded from
the scheme of co-operative administration, and indicated its apprehension
that the existing policy might lead to « over-departmentalising in the effort to
de-officialize ” 'We recognise the danger of allowing societies to be so exclusively
under departmental sapervision as to place them outside the sphere of the
District Officer’s duties ; but we venture with all respeet for the opinion of
of that Committee to hold that the remedy does not lic in the devolution
of any of the powers of the Registrar on the Collector and his staff.
The duties imposed on the Registrar by law are mainly of a technical
character and unsuited for delegation to district officers who are burdened
with many other functions. Any officers, moreovew, to whom such powers
are delegated, must in the exercise of them be subordinate to the Regis-
trar and would be in the unsatisfactory positio‘n of serving two masters.
The responsibility for the Registrar’s duties should not he divided and wn would
deprecate the delegation of any part of them to district officials, -

190. The Co-operative Socicties Act empowers a Collector to call on the
Relativn of District Officers fo he  Reglstrar to make an enquiry into the
managewent of Central Banks.  oondition of a society and cntitles him to

have access to all the books of a society and to call for any information regarding
its working that he may require. No other definite functions have been assigned
to him by the Act, and the duties there allotted to him might be thought to be
rather those of an inquisitor than of a firiend. It was suggested in the Bengal
circular above alluded to that the Collector might be placed éx-officio on the
Managing Committee of a Central Bank in his District and we find that ip
actual practice the Collector and Sub-Divisional Officer often occupy such
a position. In Madras, Bombay, the Central l’rovinces, and Burmg, thig
arrangement does not prevail, but in the other Provinces the Collector
or Sub-Divisional Officer (where one exists) is not infrequent]y found
acting as chairman of a Central Bank with or without g Place on the

Managing Committee, and we have been much impressed with  the
exccllent effect which such a system has had both in maintaining the -

efficiency of the Central Bauks themselves and in bringing District Officers

40 be. due almost entire
- The quOi

- countries we find that |
" their duties - are ly
" movement is in the charge oL

 Government officers in several dep

" and countenance,
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into touch with the movement and the people, especially in those parts
_of India under permanent settlement in which other opportunities for
friendly intercourse are limited. When, however, it s contended that a
District Officer or Sub-Divisional Officer should always ea-officio be chair-
man or at least a member of the Managing Committee of the Central
Bank at his headquarter town, we are umable to give such a proposal
our concurrence. It may be urged that the movement in India owes
its origin entirely to Government and is clearly dependent on State support,
but we cannot lose sight of the fact that for its ultimate success we
must look to independent effort. With the Collector as ex-officio chair-
man or on the Board of Management, it is impossible not to apprehend
occasional apathy and occasional rashness on his part, while his presence as an
integral part of the managing body may not infrequently tend to overshadow
the part taken in the a,dminish_'ation of the Bank by private individuals.
We have, it is true, come across little or no evidence in practice of the defects
to which we have admitted that the arrangement is liable, but we do not feel
that.we can ignore thé possibility of their occurrence from time to time if the
fsystém_Wel'e universally adopted. Our feeling is that the efficiency of Central
Banks will ordinarily be increased if the Collector or Sub-Divisional Officer is
associated with them, but that we should prefer such association to take a

. form which would not impede ‘their independent development or entail harm

to the movement in cases where the officer is scepti"ca,l,*indifferéli.t, or rash.
Although therefore we see no objection to the Collector or- Sub-Divisional
Officer acting as Chairman or Member of the Managing Committee "of a

" Central Bank in individual cases, especially in provinces where there are

fow other means of intercourse with the people, we do not advocate that they
shbuld' hold these positions, ez-officio or as an invariable rule. The district

" officer should however jin our opinion always have aformal right to attend
- mee‘ﬁng's of the shareholders-or Directors of a Central Bank and itis for

the local Government to déide in what manner this arrangement can be best.
carried out. He would also be the most suita‘t{}e‘persog to preside.a»t a d:lstrlct
conference. In that character and in ‘any position jWh(ig:v‘hﬂr Governmenfm
accordance with our Suggestiqps 'ab(?v?, may a's‘,s:igp ~ to' hnn on ""thg\a&{ Oentral
Bank, he would occupy in our opinion a position which represents-Correctly
his genefal ‘relaﬁoﬂ “to. the movement.. He would stan@ as ;.a"_}?}vellqnsfherh }'
' with the requisite knowledge and sympaihy, ‘t])ut “need not

equipped MR -
oI LY have any intimate conmection with the management - or assume

'necessarily’ ve
direct responsibility.

B egiéfl'm‘r p},viezoﬁmentfOommissioner;xfldv,isw,Oﬁceﬂ. o o

grésé of the .co-yop.era’,tive movement in India may besald*
ly to the fact that in every ' province a. special::
. ' flicer of Government has been appointed:
S Pogistrar 1o be que 0: S e L , : . P‘P e
niment of Regusire .. -to-guide and control- it.  In Bufops

~191. The pro

- perma‘nent. ey !
h that such offcers are appointed in some . cases; b
inly of a formal. character. . In othei ¢

ge of no individual- representative of Government
artments are expected to give it théir support
| t only to " flfl the formal -
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In the égegtionﬁof 8 Reglstrm not only.

SR
R o



108 PUBLIC AID.

requirements of the Act but also to guide and control the whole movement,
the Indian Government oceupies a unique position and one which we think has
been of great, and could he made of still greater, utility to the movement.
When the appointment was first ereated in 1905, the retention of a Government
officer as Registrar was looked on as a more ov less temporary measure
and it was hoped that as experience was gained and societics hecame more
able to stand alone, the fostering care of the Registrar would gradually be
found less necessary, wntil ultimately he would he able to confine himself
to his statutory functions only. Even now the appointments in the various
provinces are on a temporary  footing and their  farther continuance
will come up for consideration in 1916, but from what we have said
throughout this report and in view of she duties which our recommen-
dations impose on  the Registrar, it will be understood that we cannot
subscribe cither to the disappearance of the post or to the transference of
its functions to non-official agency. Nor can we contemplate the continued
‘development of Co-operation in India on any other condition than the perma-
nent maintenance of an efficient and adequate staft’ of Rogistrars.

192, Under the Act it is the duty of the Registrar to receive and
enquire into applications for registration ; to register the byelaws of societies
and amendments to them; to audit the
accounts or cause them to be audited ;
to make a valuation of the assets and liabilitics of societies, and prepare a list
of overdue loans; tosee that the Act, rales and byelaws are observed ; to make
special inspeetions when called upon to do so; to dissolve or cancel societies
and to carry out their liquidation 1In ovder to fulfil his dutics he must be
continually studying co-operative literature, which is now most cxtensive; he
must make himself acquainted with economic conditions and practices hoth
throughout Indi& and in his own province; he must know the principles
and methods of joint stock banking; and must examine the systems of

Dutics of the Registrar.

developing thrift and inculcating co- operation which have heen tried in other

countries. He is also head of a teaching establishment, and must devise
effective means for impressing a real knowledge of co-operation on the bhulk
of the population. THe has further to control a large staff, to draft model
byelaws and rales, to colleet statistics and write reports, to advise Govern-
ment on warious subjeets, and fo keep in close. touch with the higher
finance of the movement as managed by Provincial Banks and Central Banks.
'Tn addition to this he must attend conferences, co-operative and agricultural,
must keep in constant touch with markets, with honorary organisers and
other well-wishers and various departments of Government, and must under-
take a certain amowht of writing and rcading for the official press and for
co-operative journals. As Mr. Wolff has put it to us, the Registrars should
not be set down as oﬁ‘lcmls, but as guides, philosophers, and friends to the
societies, appmntod and paid by the State. It must further be remembered that
_there is no finality in the Reglstrars work and he can never feel that it has heen
cleared off and brought up to date. He will always feel the need of wider reading

and of giving more and more supervision and teaching to his socictics. New
"means and methods.to attain fresh ends must constantly be discussed and devised.

“Hijs work is, morcover, Highly responsible involving a watch over large sums of
* motiey deposited by the public and a shave in the 1'0spon31b1hty for the

kl

i
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economic fate of a province. It can well be realised that few officers are
- S T -~ entrusted with work more serious or

Salaries of

Total cost 40 | pegicearsand  110OTC  exacting.  Tlie actual cost of the

|

Province ¢ Government. g Bt csistants, R

oinee. I , _ movement to the various Local Govern-

| Lakhe  Lakhs, ments and the sharc of the cost debitable

et ol rm o w o the salaries of Registrars and their

Bombay R assistants are as shown in the margin.

Bengal - w, @ 8 . The expenditure isin our opinion more

Bihar and Orissa | 73 ; 23 fhall justiﬁed, a,nd GOVQI‘nI}l@nt by init,ia,t-

TUnited Provinces S *86 | 32 .DC’ . 1 1 1 e t. .
Punjab I ing and developing co-operation s .

Barms N a0 reaping a manifold recompense for the

Central Provivees ... o L5 comparatively small sums expended by it.
Smaller provinees A From the point of view of the economic
Total Britich Inlia "f] 7:¢0 219 illtGI'CSt Of the Countl’y, the eXpenditU.l'G :

g has heen an excellent investment,

193. The post; of 'Registrar is not one which can wmhout detriment he
combmed with other duties, and we consider that the Registrar should bc, as
he is already in most provinces, a whole.
time officer. In most provinces the
appointment is included as a Collector's post i in the ca,d.re of the Civil Service,

Status and remuneration of Registrar.

and this arrangement affords, in our opmwn, the best means of obtaining an

officer of the requisite status without too narrowly restricting the circle from
which he is drawn. In dealings ‘with other ~departments and with outside
bankers and business men it is important to have as Registrar an officer of
some standing, and it would in our opinion be a grave dereliction of its
dutv for a liocal Government to entrust interests of so vital and so far- reach-.

~.ing “a character as those controlled by the Registrar to any but picked
“.officers of expenence and authonty We gather, however, from what we have

heard on our tour' that® the post as at pxesent remunecrated presents few

'attrachons, and as it is esseﬁ‘tlélly & post in which an ‘officer is worthless if

he is employed- against his ‘will, we consider that it should be adequately paid.

" At present the Registrar receives & local allowance of Rs. 100 per month and .

his salary is subject to a maximum limit of Rs. 2,250. ‘As 1!; is :no part of
.our_scheme to confine the Registrarship to the younger Oollectozs, we would

recommend the abolition of this limitation on the salaay of the post and a
“the appointment can szarcely continue to-be worthily filled while it carries -

an allowance of Bs. 150 per month only, we would make the allowance "

.a remunerative local allowance of Rs. 250. It should at the same time bhe .
“clearly understood that an officer undertaking the d\mes of Registrar theleby
- gains expenence whlch emmenﬂy quahﬁes him - for execeutive Inomotmn
“He should - on 1o a,ccount therefore be ‘considered as on a side track: ‘and -

should not, on account of the sPemal nature of the duties entrus ed to: lnm,

'be debarred from promotion at. the proper time to a Gomnnsslonershlp or’
'to " other” posts in- the general line. It is advisable to afford him’ ample
: vopportumtws for keeping in personal touch with the Local Government: durma
_the small portion’ of the year which is not devoted to tra,vellmg, and’ this can

‘most suitably be done by allowing hun the right to V1s1(: or by ﬁmmg hls head
quarters at ahﬂl sfahon. S e

'’

19& We doubt moreover whether the expenswe and.arduous cha.xacter
- 87
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of the Registrar’s tours has always been fully realised. If he is to give
adequate attention to his duties, he must

ravelling by Registrar. , .
Travelling by Kegistra be on tour for at least six months in the

year. e has to travel over a whole province and in remote tracts, He:

has none of theconveniences on tour which are enjoyed by Provincial officers.
who visit large centres only or by District officers who travel within their
own jurisdictions and among their own subordinates. The travelling allowance
now drawn by him is in many provinces clearly inadequate, and we
consider that he should be permitted to draw travelling allowance at a rite
not less than the highest rate accorded to a Colleetor in the Provinee who
is working as a head of a department. We would add in this connec-
tion that it would in our opinion greatly enhance the usefulness of Registrars

if the Local Governments were to enable them from time to time to make

short visits to other provinces for the sake of studying, in the company of

the local Registrar, the systems prevailing in parls of the country outside

his own jurisdiction.

195, The Registrar’s post will, when it falls vacant, be ordinarily filled
Status, remuneration and recruilment by sclection from the Joint Registrars,
of Joint Registrars. and from what we have said in para-

graph 90 it will be scen that, if our rccommendations are followed, there
will be a Registrar and at least onc Joint Registrar in each major
province. The post of Joint Registrar should, in our opinion, carry
emoluments equal to those enjoyed in most provinces by a Settlement Officer.,
It is, morcover, essential that proper arrangements should be made to pro-
vide for the presence of a suitable successor to a Joint Remistrar whenever
necessity arises for it must be borne in mind that work of a very technical
and responsible character cannot be entrusted to #ny officer without due
training. The plan which we would advocate is fghat an Assistant Collector
(and we would mnote that the inclusion of the posts of Registrar and Joint
Registrars in the cadre of Collectors entails the creation of fresh correspond-
ing posts of Assistant Collectors), or a Deputy Collector, if in possession of
the qualifications required for a Joint Registrar, should always be in training

and that the period of this training should ordinarily he for one year, The |

officers under training, if Assistant Collectors, shiould he men of about 3 to ¢
years standing, and they should be employed over and above the controlling
staff postulated in paragraph 90. By this system, there will on the depar-
ture of a Joint Registrar be some three or four officers qualified for the
post from whom a successor may be sclected and ordinarily the officer select-
ed should be placed on special duty in the office of the

‘ Registrar some six
months before being himself called on to take charge.

195. As regards the training of young Assistant Collectors in co-oper-

ation soon after their first gy :
Tragning - of Assistant Collectors in this coﬁntr i . St arrival in
co-operalion, ¥s We recognise that thep

. . other claims upon their attention and
would not suggest any special course of training or any substantial addition

to the departmental examinations. Where Assistant Collectors are alp
being sent on a course of t1'aining in Survey, Settlement or Agriculture
opportunity should be taken of requiring them to v

eady
, the

e are:

isit a few typical co-
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operative societies with a competent instructor. Again when the Collector
under whom the Assistant is placed for training, inspects co-operative socie-
ties on his tour, it would be advisable for him to také his assistant with
him, and the Registrar in the course of his tours should make a point of
inviting the officers of the District to accompany him on his inspeef,ions. In
the departmental examinations the subjects prescribed already take wup so
much of an officer’s time that we hesitate to recommend any addition to
the syllabus, but if a brief and suitable pamphlet on the principles and
practice of co-operation in the province could be compiled, we would suggest
that it might well be included in the subjects in which officers are examined.

197. We have noted in paragrdph 30 the value we attach to small local
conferences, and we consider that in most
Pl‘OW‘inCCS district or divisional confer-
ences, under the presidency of the Collector or Commissioner, have been pro-
-ductive of much practical benefit. The larger conferences, Provincial and
,Impeﬁal, are also of value, not so much perhaps in the definite conclusions
reached as in the interest aroused among high officials and the opportuiities
of personal meeting and consultation afforded to gentlemen interested in

Conferences.

* co-operation; but care should we think be taken to see that these conferences

are not held so frequently as:to make them mere routine proceedings. In
all classes of conference we would wish to see officers of the Agricultural and
other connected departments introduced as members, and jt -is in some cases

" & convenience to combine at one time and place the periodical conferénces of

the Co-operative and Agricultural Departments.

198. We have noted in paragraph 7 the reasons why we have not examined
Nowwssity far‘m.nél.ﬂg the Co-aperative in’ detail the circumstances. of societies
«Jy:z’ca.dl'ural and Indusirp Depart- - other than those connected with credit, but

* ments under one head. it will be seen from remarks which we

" have made in the course of our report hew fully we recognise the importance of

developments in agricultural co-operation, both in its relations with credit and
also in its relations with the production and distribution of agricultural I?l;Oduce.
The necessity for close intercourse between the ]_)ep.a,rtments of Agriculture
(including the Veterinary Department) an.d Cofolo.eratlon has ,kl)ng be'en.rec?g-
nised, and we have ourselves found evidence in somec provmces mdicating
the mischief done and the opportunities lost when the t.wo departments are
antagonistic or indifferent to each other. In several provinces steps hav.e be..en i
already taken to secure closer relations, but in order to ensure real co-ordlnatlf)n
of effort it is essential that both departments should b.e under. the same admin-
istrative superior or carry on their communicatl'ons ' with Goverm'nenh
through the same administrative channel, whether this link he found in a
Member of Council or of the Board of Revenue, or in a Secretary to Govern-
ment. In Bombay, the Registrar is under the Director of Agriculture but
if he is to be of the status recommended by us he should be co-ordinated
with, rather than subordinated to, him. Elsewhere the two officers are in-
dependent of each other, and both of them are either directly under the Local -
Qovernment as in Bengal, Bihar and Orissa, the United Previnces and Assam ;
or under the Board of Revenue or the Financial Commissioner, as in Madras,
the Central Provinces, Burma, and the Punjab. We would go further and
suggest that {he Director of Industries, where he exists and is not also Director

¥
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of Agriculture, should not remain aloof from the Director of Agriculture and
the Registrar but should work under the same head.  in Bengal we under-
stand that he is known as Superintendent of Industries and is under the Dircetor.
of Public Instruction, in Madras and the United Provinees he is under the Local
Government, and in the Central Provinces and Tunjab, though as Dircctor
~of  Agriculture he is under the Financial Commissioner, as Director of
Industrics he is wunder the Local Government. In view of the close
connection  between co-operation and any scheme for the development of
industries we should be glad to see the departments of Co-operation and
Industries under a single superior authovity. So,too as regards the Regis-
trar of Joint Stock Companics, while we do not advocate the combination of
the office with that of Registrar of Co-operative Societies on. the system pre-
vailing in the United Provinees and the Punjab, we think that the duties of
this officer have also a hearing on those of the others ahovementioned and that
when this is feasible they should all come under the control of the: same

superior officer, And finally we would co-ordinate the Dirvector of Fisheries =

with_the same group in provinces where such an officer exists and where
the functions attachedto the post are concerned more with the development
- of the industry than the production of revenue.

199. It will be seen therefore that we suggest the co-ordination under -
one head of the departments engaged.

g i v oo
The appo?,ntment of a Development Com= o\ 41,4 promotion of Co-operatlon, Agm-
misstoner recommended,

posed by the Government of Burma in a letter now before the’ Government
~ of India that the first three departments should be combined under dne officer to
be known as the Director of Agriculture and Co-operation who should be an
officer of the standing of a senior Deputy Commissioner or an officiating
Commissioner who had served as Registrar, and he, héing himself Chief Registrar,
would have under his control (@) the Joint Registrars of Co-operative Socicties
and (b) the technical officers of the Agricultural, Civil Veterinary and In-

| dustry Departments. The Bengal D1st11ct Administration Committee has also
~.spoken with approval of a scheme by which the departments of co-opera~

tion, agriculture and industries should be placed under an officer of the
status of a junior Financial Commissioner to be known as the Commissioner
of Rural Development and have sugzested that a modification of the scheme,

such as the addition of another member of the Board .of Revenue, might -

be devised to suit the special conditions of ‘Bengal. The object of both
schemes is to bring the departments concerned under a single officer sufficiently
genior in standing to carry weight with the non-official world and ‘with the

- Lodal Government, to which he would have direct access. Recoo'msmcr as we do
the extreme importance of basing agricultural and industrial development

on sound finance, the dangers to which - co-operahve finance is liable, and

the lack of control and co-ordma,twm in the' past, we aré in sympathy with .
- these proposals. It would be feasﬂ)le to secure part of the benefits aimed o
‘at with less cost to Government by arrangmo to place the various depart-

“ ments concerned under one of the  existing hwh officers ~of Government,
. such as a mefber of the Board of Revenue, and to redistribute the

! work ot‘ the Board in such a way as to secure that the Work Of_

culture, and Industries and in the dcvc- '
lopment of TFisheries and the registration of Companies. It hag been pro-
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these departments should constitute the main portion of his functions.
It is possible that in some provinces action might be taken in this way and
so far as it went it would be an improvement on the present posi't,ion.v But
we would regard it as a transient arrangement only and it would fall short
in several res‘pects of the scheme which we ourselves would advocate. It
seems to us to be of 1mportance firstly that the Development Commission-
er, if we may so name the officer in charge of this group of Departments,
should be & whole-time . officer with leisure to study his subjects tllmouﬂhly"
and to work out schemes of improvement ; secondly that he should be dis-
sociated, if possible, from the more fiscal aspects of administration, connected -
Wlth the assessment and collectlon of revenue, the exploitation of forests, and
'so forth, and should stand in the eyes of the people as a representative of
‘Government in its beneficent aspeet ; thirdly that he-should not be hampered
by too close a connection with Secletanat procedure, but should be free to-
organize and control his work in direct touch with his officers. We should
_therefore prefer to see a *Vhole time officer appomted to the post with no duties
Outmde the departments concerned. and acting as ah executive as well as an
admlnlstratlve .agent’; and we recommend that the various provinces should
- make efforts to. move’ towards ‘the . creation of a post, of the character
sl\etched by us, when opp01uumty oﬁ’ers .

200 As reoards the further quesuon mvolved in the Burma, proposal, viz.,
 whether the officer acting in the new post
should necessauly have served for several '~
: years as Registrar,"we recognise {hat there .
Would be- wlea,t. adva,ntaoes in appointing an officer with- thls quahﬁca,tmn, as
1he finaneing both of agriculture and- of industries will rest largely with the
cmoperat1ve~movement It is not, however, in our opinion necessary to insist
‘ "lm ’lﬁca,tmn, at sy rate for the present, ‘and it is of equal 1mportance
m ensure ha,t the oﬂicer selpcted; for the high post which we have suggested,
. whether’ jpossessmg tlus quahﬁcatmn: or: not, should not be one past work for .
Whom the appomtment is looked oy 'as a' on,‘vement ret1eat The. post wt)uldi.
- bé one of gréat ‘importance : and should be “filled by the most; ‘competent
~officer. available, - Under the control of the Developmenj; Comm}ssmner, who'
“would be vested with the powers of a Regxstrar for the province undér. the’ Agt,
should be. the techmcal experts, namely the Controlhng Staff: of Co-o]pera*lve
Sﬁcmtles, theDireotors: of Agnculture and Industnes, the Superintendent of
Civil Vetermary ])epartment apd so far as. possﬂ)le the-heads of the other
departme;uts whmhuwe ‘have enumerated above -Tlie number of Registrars and
- Joint Reglstrars as. chputed in’ paravr&ph 90 sbould we cons1der be calculated

Quallﬁcatzo)zs of Dezelopment Commwo
e stomer.

: ‘mdependemly of the appomtmenh of Developme,nt Commxssmner e

';.v_‘,(‘,?xovmce a ru]e umier § 43 (2)

ety borrowmgs Qf all cla,sses of sogie
o unifer; the general control of ! the Reglstmr.

o
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It is'necessary also that Goyvernment should exerciseits powerto preventany
misuse of the co-operative organization to further religious or political
aims. The fourth section of the Co-operative Societics Act indicates that
societies arc intended for the promotion of the ¢ cconomic interests’ of their
members, and we find in Europe that safeguards have heen adopted to
secure their purely moral and cconomic character. In the model ariicles
of association, for instance, issued by the Raiffeisen TFederation, it
is laid down that “at meectings and in all the activities of the association
<0pinions and mecasuves of a religious ov political character are absolutely
prohibited.”™ In India we arc glad to say that we have scen little or
no signs of the introduction of any spirit of religious controversy, and
from a political point of view the socictics have afforded an excellent
coutlet for the public-splrited activities of Indians who desire to amecliorate
the condition of their fellow countrymen on the lines of self-help. Tt is
.obvious, however, that an organization like that of co-operative socicties
might in certain circumstances be cémployed for improper ~objects, and it
would be unwise for Government, which has started and fostered the move-
ment, to deprive itself of the power to intervene if it saw it developing
in undesirable directions. We should, therefore, he glad to sce a rule issucd
by Local Governments under § 43 (1) of the Act which should give power
to the Registrar to rescind any resolution or action of an officer, or a Com-
mittee, or a society, which would contravenc the principle that the discus-
sion or propagation of controversial opinions of a political or religious char-
acter should he entirely excluded from the activities of the movement.

In addition to the issue of a rule of this kind, we should he glad to

sec the objects of societies defined from a positive standpoint by a rale
under the Act, and the definition might follow closely, with the necessary

modifications, the description given of the activitiess of the Raiffeisen societies

in the articles of association above alluded to, which runs as follows :——

“The association aims less at rcalising proﬁ?s from its business than at
‘strengthening those cconomically weak, and at promoting the intellectual and
moral welfare of its members. Its activities must accordingly extend to (a)
the furtherance of thrift, (0) the accumulation of an indivisible association
fund (foundation fund) for the promotion of the economic conditions of the
members, (¢) the organization of means for the cultivation of rural social
‘welfare and of love of home, (d) the cstablishment of conciliation courts of
the association for the purpose of checking litigation (e) the active opposi-
tion to such transactions in real property as arc against the public good and
such participation in the velief of landed property from debt, as may be
-expedient, (f) the holding of instructive lectures and the exchange of practi-
-cal experiences at the meetings of members,

202. The administration of co-operative societies has hither

to heen
Need for an advisory agency at hea dquar- 1'ega.u-ded as a purely p1-oxtln01al matter
ters of Government. subject merely to the ordinary control

of the Government of India. The
Registrars and their staffs are paid for by the Local Governments and are
subject exclusively to their orders. The law vests full power in the hands
of the Local Governments, and in the one case where Govezment has
-guaranteed a co-operative institution, the guarantee is secured on provineial

: .Cﬂhillf!Wgriculturul Credit and Agricultural Co-operIioVrﬁ;lﬂaennany. Appegd—,c{,:p.;em
o \ ; ‘
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revenues. The movement is a mew one involving many technieal points
.and it has been consequently difficult either for the Provincial or the Impe-
rial Governments to exercise any informed control cver it. As a result
.a number of undesirable practices have sprung up and in some cases
new institutions of a disputable character have come into existence.
As the movement increases in size and complexity, the dangers,
both .of a financial and an administrative kind to which it is .exposed
will become yearly more serious and less easy to obviate. Cases have
occwrred inwhich rash action fraught with serious consequences has been
‘taken; and inthe absence of superior control there is & danger that in the
future some ill-advised step may lead to a catastrophe the effects of
which may extend beyond the province immediately concerned. It is in
-our opinion impossible to expect either the local or the supreme Gov-
.ernment, really to control the movement, so long as they have no special
means of acquainting themselves with co-operative systems or any -
proper opportunity for supervision on which such control could be based.
We consider therefore that some outside agency should be placed at the
disposal of Government. to assist it in this matter; and after full” con-

.gideration we have come to the conclusion that this agency while avail-
~.able for the use of Local Governments, should be attached primarily to -

the Government of India. The appointment of a single agent of this kind is
"ndi:xlrally less expensive than a separate arrangement for each province and
it is justified by the fact that co-operation in this country must ultimately

~“be regarded as an Imperial concern. The movement has in its initial stages
very 'propel'ly been allowed to develop on independent lines in various

‘provinces, but time- and experience have shown the course most suitable
for adoption in each case and a greater degree of umiformity should now .
‘be required, not for the mere sake of uniformity but as an indispensable

. e e « 0 . . v ) . i
factor in administrative and financial security. With news travelling' as fast

as it does today it is imposgible to think of any serious failures taking place in
the co-operative machinery of one province without affecting the reputation
and success of the co-operativé niovement throughout India.

903. Without therefore desiring to impair in any way the responsibility
: and powers now attaching to the Local
Governments and the Registrars, we
‘ would draw attention to one method of
.attaining the objects described in the last paragraph, namely the constitution ; '
.of an advisory agency of some sort at the headquarters of the Government

of India. We are aware of the objections raised by the recent Decen-

An officer with the Gorernment of India
recommended.

+tralization  Commission to the multiplication of such agencies with ‘the -

Supreme Government, but we believe that the possible financial and economic o
results of further neglect are sufficienitly serious to justify, an exceptional step’

" of this character. The machinery of annual conferences on which the Commis-

.sion placed much reliance has in the case of co-operation been tried and-
found inadequate, since such .conferences can neither exercise. continuous- )
uip ervision mor impose any qontrol' Wh(.?re it is required. The agency at the

_ disposal 6f Government might consist either of a standing committee of some -

Kind or of a special officer deputed to the ‘Government - of In&m There

“ would be difficulties in obtaining regular attendance from: the ‘members of a *
"Committee Who presimably” would have other duties to perform. They
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would be likely to have little cohesion or sense of real respoﬁéibility, and
could scarcely be expected to make themselves acquainted with local condi-
tions. We thercfora recommend the appointment of an individual ‘officer

who would be attached to the Government of India but expected to tour in
the provinces, Such an officer would in no sense be entitled to give orders. |

to Registrars and much less to Local Governments. His duties would be

confined to making enquiries and tendering advice. It would be part of his:.

functions to ‘exa;mine returns from Co-operative Banks and {o keep the
Tocal and Supreme Governments acquainted with his views on their financial
and economic condition. He would form a link between the movement and
outside financing agencies. It has been represented that this officer should by

. preference be a business expert, but the majority of us consider that in view of’

the character of the banking business carried on by co-operative institutions, it
would be more important for him to have a thorough knowledge of cdibpel'a(.ion

and actual experience of ¢o-operative work in this country than an acquaintanee- *
with the details of banking methods. It would be for the Government of India.

to settle the remuneration to be attached to the post, but we would recommend
' that it should be sufficient to attract an officer who has held the office of Regis-
trar or Development Commissioner in some province. }

Public depusits, agricultural advances, ete.

204. The shares and deposits of co-operative institutions are not at

. , ", : o, o "
Incestment cof Court of Wards' money present Trust securities, - When therefore-

Local fund balances, ele., in the investment . of money belonging to -
‘ cg-operatwe snstitutions. the Court of Wards. is limited by the- 14y -
to Trust securities, it is impossible to invest such money i co-operative.

: institutions, but the existence. of such a-limitation would no#, it is' presumed,

 prevent the use of the Court of Warde }fu‘n‘dis‘ for assisting societies ‘constituted
for the’ benefit- of “the Ward’s estate or its temantry, or the deposit of'

‘sueh fu“ndsina Central ,“Buﬁk“j‘*if;»“éa,rmarked”for the benefit of the estate.
“In' Provinces where-the law does not expressly limit the investment . of ‘the

Wards’ fundsﬂ_to"_[‘ms‘t;securitie‘s, we see no objection from the co-operative
point of view ‘to the acceptance of such "funds as shares and - depositsmf’»
‘co-operative institutions, though we are not - prepared to ‘endotse the view" .

ordinary - rules of, administration;, whether these - depdsits represented funds

‘held for definite’ purposes or ordinary account’balances. In*ecases where the
risk falls f;pﬁ'},f:t;ljy.‘o;;\llﬁ'Government; .such fxs'“ "the‘., investment*of: 'secui'ii.y ine néy
tendered by’ Government servants, treasurers, ete.,: e think that it is fh.’évéfy \

way justifiable to allow the person concerned to place his security money, if
‘he do desives; in ‘a-co-operative security, rather ‘than ‘”iﬁ’if(}"d"‘v‘eiﬁﬁi‘éﬁg_Pa'per.

where the interest ‘is dow and "the capital lidble o/ fluctuations in value; and
‘rules havein tWo provinees.at leasi been recently introdiiced 16 adinit of “this‘ X

» being done'“ . L i}y - .’! Vv ; A . . e K 1
" 905, Grants to gocieties:

i

Dondn

RV ERT ,,&0(11'88.

Wundne panperization of societies is” avoided| we see’ no: objectign
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‘loa
“apparently held by some co-operators: that these. institutions  have any kind -
‘of clain for nsistance from suoh fnds, - Siunlarly o shoald o feel collod to.
reject depasits made by Municipal or other Local Bodies; if 'pemﬁ{ttéd\bj, the

" eonsid h
~sn the case of the small and short loans which constitute the bulk of the

ther as advances or-s donations or fn the -
LT TR D form of payménts for- staft” are  oecasion.
St 3 orivate sniiSsiduate or Dosal Ly Loyl g C e pecasion.
Gmﬂt?'b-y private Rt aw auyf".‘??‘de.; by:.,pl‘l,éa.te Individuals or as-'

. . sociations or local bodies, and so long.

(o

¥

the receipt of such grants. They are  especially appropriate in the case of
new developments such as dairies, cattle breeding, etc., which are suitable

~ objects for such grants independently of their co-oper?xtive character, and

we would not be disposed to circumseribe such grants with limitations as rigid
as those suitable for grants made by Government itself.

206. There_has been considerable discussion from time to time as to the re-
' lation of societies towards the agricultural
loans made by Government under Act
. XII of 1884 to owners and occupiers
of agricultural land for agricultural purposes such as the purchase of seed
and cattle. As the class of men who borrow from co-operative societies.
and the objects for which they borrow are practically the same as those
contemplated by the Act of 1884, it has naturally been asked whether use:
could not be made of the societies in the distribution of these loans. '

The attitude taken up by the Government of India in 1909 and re-
afirmed in 1913 and 1914 has been that although there is no objection to
using the societies as the channel for distributing loans the loans mus$ be

Agricultnral loans under Act XI1of
1884 granted through socie'ies.

" made under the Act to the individual members, each recipient being sepa-

rately recorded in the Governmient books. If this condition is observed the:
societies are accepted as sureties to Government for loans made to their

~ members, and they may levy in return a security fee not exceeding 2 per

cent of the loans. We have no data regarding the amount of loans so
given, but from our enquiries we gather that Local Governments have made
little or mo use of this method in the grant of ordinary agricultural loans.
Large sums have, however, been occasionally given under special circumstan-
ces with the sanction of the Government of India, especially in Bengal and

 Burma, both before and after the issue of the orders of 1909 and it was

understood by the Government of India that all grants so given after
1909 were given on the system then prescribed. That system has not how-
ever, been strictly adhered to and in some instances the Government of
India has itself left it to societies to decide on the rate of interest at which:
they would distribute the loans to members. ' The : distribution of g,gr,icultura.l
ns through societies enables Government to utilize the local knowledge of
the societies and to benefit from the additional security which they afford, while

it saves the borrowers from the delays and vexations attendant on the

‘direct receipt of loans from the Government treasuries. It is true’ that

the rates which are in practice charged by societies to members are very
much higher—anything from 3 to 12 per cent higher--than those on which

loans are obtained direct from Government but the freedom from extortion

~'and delay obtained by the employment of societies as a medium is ordinarily

ered to compensate the members for the higher interest charged, especia}ly

soultural loans under the Act of 188L. The true cost of the Government

, A&ricﬁltural loan to the peasant borrower may be estimated from the fact that
{o] .

in one Province members of societies have been known to ‘borrow at 18
per cent from the societies in order to pay off agricultural lcans on which
the nominal rate is 5 per cent. In any case it has hitherto been understood

" {hat a member of a society is at liberty, if he so wishes, to apply direct to

the Government officials for agricultural loans and so obtain them at the rate
fixed for the public at large. o | _ o " 89

*
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207. There are many officers, however, who would go a step further and
provide for loans heing made not merely through the society, but to the socicty,
Recommendation that Government Ay gricul= and this arrangement has been repea,tedly

tural bouns should be granted (o

societies themselses. pressed on the Government, It is argued

that unless the disposal of the loan ( (subjeet fo its employment for the objects
specified in the Act) is left to the society, the Government fails to velieve itself
of the enormous amount of time and trouble expended in the clerical work
conneeted with the grantand recovery of loans 5 that if left to the society for dis-
tribution the loans will be far more efficaciously distributed ; and that if recovery

is effected by the society it will be managed with far more regard to individual
iveumstances than is over possible when recovery is left to Government

agency. The only ser ious objection which has been brought against the scheme

is that societies would he tempted to obtain large additions to their c&pltal,

at the expense of the State instead of relying on their own exertions or those of
their financing agencics. We believe, however, that if such grants are given after
approval by the Registrar or some officer authorized by him there is little fear
of any such misuse of the system. We should not in any case suggest that the
system should apply to isolated applications by members for loans, as these can’
be met by the socicties themselves or can, subject to our suggestions below, be
'dealt with divect by the Government officers.  The grant of Government
Agricultural loans to societies should be confined to occasions when these
loans are being distributed wholesale, as in the case of severe scarcity or in
that of a scheme of new colonization on w aste lands The large grants of
Agricultural loans on the Mon canal in Burma, which notwithstanding the
orders above referred to have in practice been given out on the system which
we recommend, have been attended with no sort of 1nconvemence and have
been of immense value to the colonists. We would allow societies in such
cases to charge up to their usual rates of interest, as it is in such cases that
the risk in recoveries is largesi and a society while ordinarily forbidding &

member to obtain advances from ()llt%ld() could at the same time permit -

him, when it has no funds of its own, to apply with its pelmlsswn for a
divect advance from Government at the ordinary Government rates. The

grants made under these circumstances to societies could no doubt be made . '

by Government under ordinary executive order and could be recovered under
the provisions of section 44 of the Co-operative Socicties Act. But the
natural course would be to make them under the ‘Agriculturists Loans Act
of 1884 and as a co-operative. society is not qualified to receive loans under
that Act a small amendment in the Act would then have to be undertaken,

It seems to us important to emphasize the fact that these loans are mot to

be looked on as advances for fostering a new form of or canization, but are
pert of the ordinary routine of administration, involving no change of policy -
or procedure except to the extent of substituting the agency of co-operative
societies. for -that .of Government officials. We would thérefore recommend
the addition ‘of a section to Act XII of 1884 so as to allow of the ma.kmg
of rules as.to loans to be made to co- operahve societies rewstered under”
Act II of 1912 for the purposes specified in the ‘Xct of 1884. Such loans
could be recovered under section 44 of  the Co- ope;uatlve Societies Act. As
these loans are issued in accordance with the Agricultural loans policy of
' Government and not as part of the ordlnary working capital of the society -
. i,.x,hey should be'made quite n'respectlve of the amount Of 1he balances avallable

[N ¥
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in the society in the form of fluid resource. Where a few s001et1es onlv are
concerned or where the societies concerned have not been affiliated to a central
bank, the advances. would be made to the societies themselves, the central bank,
where it exists, being duly informed by Government of the grant; but where
the advances are needed for a number of societies federated under a cen-
tral ‘hank, ‘the loans might in our opinion be given to the central bank for

) dlstrlbutwn, the bank being allowed to charge énough interest to cover its

expenses. ‘Where an organisation with local knowledge such as that maintained

. by a central bank is in existence, it seems to us- proper that Government

should make use of it rather than add to the labours of its ‘own-in this respect-
less efficient staff. The. Government has as security its claim on the share

caphal of the Central Bank  together with the pro-notes of the societies

concerned covering the amount of the advances made by it. These would be.
endorsed over to the Collector and give him a- claim to proceed under section
44 for t he recovery of advances as arrears of land révenue. Whether the

loans are. made to sociefies or to central banks they must of course be given

for the Purposes spec1ﬁed in the Act of 1884, and although it will not

g always be easy in the case of societies or banks, any more than in the
: casé of individuals, to trace the precise use made of the advances, it should
v always b& open to Govemment to recall them 'in- cases of proved misuse,

¥

208 -We have dealb above excluswely #ith the loans given under the
k9 A gmulmral loans under Aot X1X of . ~Agriculiurists Loans Act.for seed cattle
1883. and so forth: ‘Vha,t we have szud

_«::~ w111 however to a large extent apply also to: loans’ under the’ Land
ImProvement Loans Act of 1883. These advances are in larger sums and for
1onger terms than those made under the Agriculturists Loans Act, and in ‘the
. case of; individual applications it is pelhaps simpler for the loans to be

gwen to. members of esocletles direct bv the Government treasuries. But '
“there is & class of casés 1n which the loan can more smtably be given

_to a society, as for instance: when an 1mprovement has to be made by the joint

. which is often most useful over the dlsposal of funds

character, the law being if necessary altered to allow “of ‘this'being done.

" exertions of a number of peasants and in la.nd beIOngmg' to. & number of ’

persons. The society through its commlttee s ‘able to exe"b,; ar control ¥

the ma.nagement of the work. when completed. We would"‘ erp ‘soclet;les at any
time to make apphcatlons for loans to carry out large 1mpwvements of this

?The socxety 1n such cases Would be allowed to. ﬁx its, own i'ates for recovery,'

'from memhers ‘but in view of the secunty it would hold it would  be ‘V;f
_expected to charge. somethlng lower than. its ordinary - rates of lnteres b

" The - 1oans would be made irrespective of the. ‘presence of funds i the

- seiety 1fse1f ‘and though ‘they would . ordmalily be for long terms such ag
10 or. 20 years, which are cons1derably in excess of the terms for which soc1etles("\“-i
normally grant loans, the soclety would not be expeeted to prov1de correSpbnd-" g
’."mg +fluid *resource as cover for. the loans received, but Would keep

the

tmnsactldn

s‘rega,rdmg these separate from the rest of 1tq busmess,

‘itd’fmth senous
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scarcity in parts of the Bombay Presidency in 1911-1t and in parts of the
United Provinces in 1913-14. The effects of the famine conditions so far as they
. can be judged by figures will

. be scen from the statistics

. Ra. Rs
(Inkhs.)| {lakhs.) (lakhe)
28,822 2:32 392 ¢t
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) \\léhdruvu li)y members | 7,116 | 9,740 | 16,351 140 280 402 g'l'ant Ot hew loans ﬂﬂ?cl"

III-—(«lzl)‘ ]Iffﬁlnlhm‘r?fngésby mem- | 72,037 | 52470 | 92,006 | 7'86 | 1404 583 Suﬂemng a sllght contrac-
bers and otheTs, . . .

75.4% L6 o8| s sz tion during the famine years

13,500

(L) Loans advanced to mem- | 81,926
bers and others.
1V.—-TLoans outstanding from

eI was  subsequently reswmed
() 4 beginning of year ... | 58,603 ' 69,528 ! 02,404 7°00 873 18:06
(8) st end of year o | 00,528 | 02,404 1120023 | 873 | 1800 23en on the usual scale. In the
I 1

—_— - United Provinces the result

of famine on the net funds
in deposit in Central Banks has heen inconsiderable, but the repayment
of loans has Deen much delayed and the grant of new loans somewhat con-
tracted. The organization of the socictics was used to a certain extent in the
United Provinees for the grant of Government agricultural loans, and in Bombay
for the distribution of hay and grass for cattle p1’0V1ded as charitable velief,
But in neither case was the famine sufficiently crushing or widespread to
render the assistance provided by the socioties, as supplemented by the Govern-
ment loans, inadequate for the essential requirements of the members, Though
the miovement has not yet been subjected to the severe strain of a great famine,
we believe that if fluid resources have heen accumulhted in sufficient quantities
and if Agricultural loans are freely g aranted to societics in the manner we have
above 1u=<nnmendcd the situation will be satisfactorily met. The chief difficulty
in all famines will lie in the judicious management of loans and recoveries
after the main stress is over. For some little time after the scarcity has
been at its height, members will apply for larger loans than usual and will
at the.same time be less able than usual to repay what they already owe, Tt
is for the society to bear in mind the inevitable recurrence of cycles of good
and bad years, fo be economical in the issue of loans in times of plen, 'y, and
to be still more economical in times of stress, but at the same time to continue
granting loans harvest after harvest till' good * times return, ignoring if
necessary the prccomelved limits hased on valuations of the members’
property and ecarnings, and finally to recover gradually but vigilantly all
sums that a prudent moncv-lcnder would recover, without allowing the borrower
to misuse on unnccessary objects the savings which he should vefund to the
socicty. In some parts of the country which are particularly liable to
famine the existence of scasonal cycles is well recognized and is the basis
of all private money-lending and all economic development. In gych areas
the society and its depositors should from the beginning understand that
the loans given out may have to be extended and may have to he supple-
mented for further periods, reaching it may be to three, four or

five years,
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. but without any risk or doubt regarding ultimate repayments; the peasants
in such areas being known to be as a rule the hardiest of agriculturists
and, if only time be given, the most honest of borrowers.

In BomBay and the Central Provinces there are small funds attached

to the co-operaiive movement which are known as Famine Reserve funds. .

In Bombay this fund originated in a charitable donation by the’

Wadia Trustees, which was d1st11buted among six small societies in famine .

tracts on- their undertaking to add Rs. 20 each annually to their share.
The money is kept in the Bombay Central Bank as a fixed deposit and
~ may only be withdrawn in the event of a famine and with the Reglstmr
‘sanction, In the Central Provinces every Central Bank and primary
society is required to contribute .to the permanent and indivisible funds of
the Provincial Union a sum amounting to 235 per cent of the cost of the
establishment, etc., maintained for ié by the Union. This contribution is
re~mvested by the Union in. the shares of the Central Bank which makes it,

~and ‘the. ploﬁts ‘on " such’ investment are separately invested as a Famine

Insurance fund and :may be only used for the support of the Provmcml
Ba,nk with - !he Ree'lsrrars sancmon andm time - of famine.

PO

‘The sums now at the credit. of the infant Reserve funds are ab pres‘ent
of 10 particular 1mporrance. As safeguards against famine, in. the ordinary
sense of the term, these funds are at present of no appreciable  value and
our opinion is that famines should be met by co-operative institutions out
~of their own ordinary cradit built up in the manner recommended by us in

- this Report a,nd wﬂ;hou the constltutlon of special fands of this charamter :

. 0

’ _210 Prevmus" to’ 191,": the only serions bankmo‘ failures affecting . the
' ‘co-opera.tlve movement were the Ar

E[]’eat { f banl:wy 'crm&'a. :;

the eo-0pe1atlve moverment was well esta.bhshed and its main. effecs. as far
as co- operation was concerned was to d1vert deposus to the Madms Centla.l
Urba,n Bank a.;nd to eonsohda.tc that mstltutlon.‘ The. fallure of .the Bank
7 of Burma and the a,nhnlpahons of that
Depontts trom fajlure led to a temporary drop in the

K buthnol'« fallme in. Madras -in 1906 'a,ndj
1he Bank of Burma faﬂure in 1912, The former .crisis took. p”lace before

members and )
N ﬁi’l’i}'\:iﬂ‘,'i}'? ,,deposns of the Upper. Burma Central
R e b |
e e G%fgl:lj_;gks “Bank . ‘but, mth an inerease in the rates.
. L . e ’ -
R NI I ~ offered the deposvs soon reached - their:"
0 i e | o oso o former level and the’ position “was; S0
s’ S restored tha.t lhe total dep031ts held ‘gt
LR TTE: SR 55 DT d
191814 i maf. mm
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public confidence in banking was shaken and when money could he lent
at  hieh intevest In the  open

Total depisits held Deposits por sciety market, the amount of deposits
from members and non- | from members and non- . . . .
Proviner., members, mehers, in the co-operative societies and
19112 10120, 1191:1.11.1 mn-l:_i wizas o, Danks would  have :L])P“‘(’jab]y:
i 1 ) V(e
- ’ o — — A{allen. Asa matter of fact the
#s. | Re D ome Rse | Ry ..
(k)| () (ki) crisis had a contravy effeet, and
Bombny . 1'411 08 B2 08§ 4187 'l»,'.J-Jll‘ 4,607 ]'n ]ll()Sf 1)]‘()ViIl('CS 1]“‘],(. was a
United Provinees e 3T0 | BER 40024 ‘ 1,680 1,511 1,651 : . .
. R ! movement. to withdraw deposits
Punjnb ol DU A 279 \ 1,743 | Lwrs |28t B . -
AN British Tudiu ... 1;:;-;7] 2A5E el 17| 1,90 ] 2088 from llml’C‘O-Op()]'iLl]V() and to

place them in co-operative in.
stitutions, the distinetion  hetween the two classes of seeurity heing  well
appreciated and a preference heing given to the latter owing partly to the
local character and publicity of co operative institutions but mainly, we
think, to the connecetion of Government with the co-operative movement.
Only in the Punjab where the crisis was most acute and where deposits
constitute a specially marked feature of the finance of  primary socicties,
was there any causc for anxiety, but although the new deposits in rural
socictics in the Punjab were 8 lakhs less than in the year Dbefore and
the withdrawals 5} lakhs more, there was a slight  increase in the total
amount of agricultural deposits lying with primary societies at the end of
the year and a considerable increase in the deposits in Central Banks. The
figures quoted in the margin above may he taken as sufficient indication
of the generally beneficial effect of the crisis on eo-operation both in .Tn(ha
at l‘nﬂv and in the provinces spccmﬂy concerncd,

211 With the commencement of the war in August 1914 a somewhat
different set of influences came  into
play, but the fesult even in the scrious
environment duc to the war has been altogether o 'cassmmﬂ If the connection
with Government was a strength to the movomtnt in dealing with the banl\mg
crisis, it was probably a source, up to a certain point, of weakness in connee-
tion with the war. The effect of the war was however felt lessin a want of
confidence in the established Government than in the indirvect influence exercised
by the altered 1)11ccs of agricultural produce It was not thcrefore by means
of a withdrawal or stoppage of deposits so much as by a w ant of cash among
the peasants for the repayment of loans a,lready out that the war impaired the
position of societics, There was it is true in some places and cspecially in the
first two months of the war a temporary tendencey to withdraw existing deposﬂs
and a temporary cessation of new deposits, but the disturhance thus oceasioned
soon passed away and affairs had resumed by the end of  the year a normal or *

DEPCSITS HELD BY CENTRAL AND PROVINCIATL DANKs 8] ] : :
¥ROM 11v'n.uvm]sns AND NON-MEMRERS. most normal situation,

Provinees, e “‘,;o;n : — Pkn mu; e A Vull be secn bv the

Lffect of the war.
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encouraged by the giant of Ligher rates of interest, but this step does not
seem lo bave been so generally adopted as the circumstances might have
justified. The true effect of the war was displayed in the influence of
prices on the sums due for recovery from borrowers. The market for rice,
for instance, was seriously affected in Burma, that for jute in Bengal,
that for ground-nuts in Madras and that for cotton in Northern and
Western India, Recoveries therefore were lower than had originally been
anticipated, and if the fall in the: prices of the autumn crops had been
followed by a- bad wheat crop in Northern and Central India the general
’ effect might bave been much more serious than it has been

Fz'wanc‘ial‘ aid by Government.

919, Unllke ‘most . European Governments, the Government of Indla,
has hlther’ro closely adhered: to the principle that it should abstain from
i ' giving direct fipancial aid to the move-
Tﬁreeaf;{efzf(g" q";ﬁ"; azi’a‘ér?’:’;”;{:;:o 7’; ' om m_: i:lent From this attitude, however, .it
Rty as’ admitted of departure on three diff- -
p elent occasm‘ns It has allowed itself to m&ke mmal advances to encourave
ihe’ estabhshment of new societies. . It has ,Jn the case of one Provincial Bark -
(the Central Banlx of Bombay) agreed to guarantee . mterest on- debentmes
1ssued And it “has lately in two plovmces made speclal adw ances to meet

. dlﬂiculues caused bY the war, . " R

[E 2

M

he mtroductmm of the Act of 1904, peI‘IIHSSlOll whs (rlven to
L I S Local -‘Governments :to. advance to any -
5 o mzmen ta nascent ruraI society @ sum not ‘exceeding . Rs.’
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n’cerest &t 4 Pef';
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twrn and we found that they were almost everywhere being repaid with
pune stuality.  Some HIOVINGCS have now coasad from making them, and in
view of the large number of financi ing azencies now available recourse is
seldom had to fresh advances of this kind.  They can be justified in cortain
cases sueh as the initiation of socicties amonz very poor castes or among
hill tribes which could offer little or no material seeurity, and they are now we
helieve mainly confined to this type ol socicty. J_‘he temptations to abuse
this class of advance which undoubfedly existed in the carly days of the
movement have now little or no Torce, and expericnce has shown that the
power of utilising such advances  may safely De lefc in the hands of Local
Governments and Registrars. We would therefore advozate no change in
the existing rules regarding these initial advances, but we believe that they
will he even less used in the future than in the past. We may add
that there is no reason for confining such grants to eredit sovicties and they
arc cqually useful in socicties for production and distribution. In the case
of insurance socictics, however, sush aid as may be given by Government

shouill we think be given as suggested by us in paragraph 12 above by

means of a guarantee or loan in aid of reinsurancze.

214 The - sccond  departure which  the  Government  made  from
its attitude of financial aloofness was in conneetion with the foundation of
the Bombay Central Bank in 1911. This
Bank was authorised to issue debentures
carrying interest  at L per cent, a rate whiclh was guaranteed by .tho
Sceretary  of Ntate on the security of the Provineial Revenues subject
to a detailed agreement with the Bank which was intended to se-
cure the co-operative character ol 1i*s activities., This guarantee is not
a scerious financial liability to Government, and ito cnables the Bank to
obtain long term money at -k per cent  which would o‘herwise have been
only obtainable at 5 per cent or 5% per cent This ‘example has nof, however,
been followed in the Provincial Banks established in the Central Provinces
and Bihar and Orissa.

(il Guarantee of interest on dehentnres.

915, The third occasion on which Government has given direet ﬁnan_—
cial aid to co-operation was after the outbreak of the war commencing in
August 191k In view of the lack of

(44) Advances bo meot the siluation cavsed gy, which was expeeted to resuls from
,/'y the rear. the war, cither dircetly from want of

fresh deposits or indirecily from delay in the repayment of loans, the Govern-
ment sanctioned some small advances to the movement in the autumn of
1914-1915. The advances amounted to five lakhs of rupees in all, of which
thrce lakhs were sanctioned for one proviIICe and two for ancther. Of the
amount sanctioned for one of these Provinces 255 lakhs only were distributed
at 6} per cent to twelve institutions, which utilised them either in loans for
cultivation or as a reserve to meet withdrawals of deposits. But the withdrawals
were less heavy than had been expected and although repayment of the advane-
es was to have been made in two moieties due on July st 1915 and 1916,
respectively, sum of 1:12 lakhs had ‘Llrearly been repaid before April 1st
1915. Of the two lakhs sanctioned for the other Provinee, one lakh intended
for the help of agricultural societies was not actually drawn. The other lakh
was distributed to six institutions at 6 per cent repayable at call, but -32

ment ‘of co—operatwe nistltutlons
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only was uhhsed and of this ‘15 was invested in Government paper, while
‘02 had been repaid by April 1st, 1915.

216. Apart from the forms of subsidy outlined in the three preceding para-
graphs, the Government has never taken financial responsibility for the move-
ment. But the connection of Government
| with - co-operative banks and societies
in the way of audit, supervision, and control is so close that there is a general
impression among those interested, that Government could not afford to see the

Present position of Government.

- movement collapse and that the finances of banks and societies are to all

.intents and purposes ba,cked by the State. In some cases the banks and even
the Government officers connected with the movement have taken advantage

of this impression. In others they have done what they could by precept

and advertisement to counteract it. But the fact remains that the. degree

of wultimate respensibility attaching to Government is at present uncertain.

In a circular, dated February 5, 1914, which dealt with agricultural grants,
the Government of India expressed a wish that in cases where owing to general
‘scarcity the funds of societies have become depleted, special reference sitould
be made to them, but no further indication has been given as ito the

‘upon which such assistance would be given. The attitude of thé' Government

- possibility of their coming to the assistance of societies oras to the principles

therefore is that it disclaims all financial responsibility and makes no

definite promise of monetary support. This policy is based on a desire to
establish a genuine co-operative. movement which shall be self-contained

"aad self-supporting, and, in so far as it represents the rejection of a.system

of money doles or undue special concessions, it appears to us fo be a correct
and desirable policy. It is with the same object that we have put forward
our numerous suggestions for the 1mp10ved constitution and improved manage-

217 Among our- suggestlons we have ms1sted upon- the necess1ty for

Difi culé 'y of prowhng adequa/e ﬂazd e provrsmn of adequate Auid resources;
resources. . 7Bt we must also recognise g

pot in all cases be easy or poss1b1e, and that an increasing di
_ expeuenced as years go on. The margins between the rates at wh1cﬁ" co-opera-
tive banks borrow and lend are smaller i in some provinces than in: others, ‘and
in provinces in which these margins are very small local conditions may

4

it this may

‘;_ty will be. -

perhaps . make it 1mposs1ble to.raise the rate of interest charged to primary

societies’ and by the latter to theu' membersw MOreover as the movement -

extends there is little doubt thqt as has been, the case in other countrigs, -

B [ i ST B

218, A fea,ture ‘common to every practical system of ba,nkmg“an

Um'artaml Joj reltance on outs:de " eredit is  that the bulk of fh‘f ﬁmds

Voo danks, © ¥ is invested in loans repre"n

bllls, promlssory notes, or‘ other convertible or negotmble"‘ fnstrumenfy v
;possecsmc; a4 marketaBle value, or covered by the 8ep681t‘ of securities
Y\ which ean # Jany ‘timd be 'ea,hsel,( in"* the . :
o ;pmved of thls ‘essent:lal‘ feature the ‘}.oi'glamatfon "of' ‘I;’ﬂnance would bef

opep

‘Nr -

41

market. De-

- fthe large margins which exist in some plovmces will inevitably contract. it
is in. fact extremely doubtful ‘whether the present co-operative banking system'f :
“in Indm, if expected to be self-contamed and self- -supporting, can provide fluid-

resource to the extent necessary for safety and stablhtv ’ SO

ks
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rigid, and without elasticity it would he futile. Co-operative banking is
of course, business of a special kind with methods and technique of its
own. But there is no greater fallacy than to ‘suppose that- co-operative
banking is mot governed by the same basic laws of finance as ordinary
banking. It is however under the special disability that the securities
which it holds for its loans, namely, the pro-notes. of primary Socicties,
arc incapable of being twmed into cash in the ordinary market. It is true
that some co-operative banks have succceded in establishing business rela-
tionships with the Presidency and Joint Stock Banks. These relations have
not however taken the form of discount of socicties’ paper, but have bheen
in the shape of loans or cash credits for definite amounts, which in some
cases have been backed by the deposit of the pro-notes of socicties and in
some cases have been sccured by the personal guarantec of men of subse
tance connected with the co-operative bank. We gratefully acknowledge
that the assistance given by the Presidency and Joint Stock banks fo the

movement has been of great value, both direct and indircet. On “the other

band. we must not be blind to the fact that all the Provineces have not

been equally favoured, that the continuance of the support of these hanks:

is uncertain and, to a very great extent, dependent upon personalities, and

that the neceds of co-operative institutions will increase far moro rapidly

than the amounts which reasons of business oxpediency will permit the
Presidency and Joint Stock banks to place in co-operative investments.

In fact, although we recognize that the help of commercial banks is.

a most useful adjunct to the resources of the co-operative banker, we con-
sider it unsound and dangerous to place too much reliance on such help,
or to cxpect that they will take up to any appreciable degree the husiness
of discounting the paper of societies. Nor is it to be expected that the Pro-
vincial Bank without any guarantee’from Government like that given in
Bombay will be able to raise its capital at rates so substantially lower than
Central Banks as to enable it to solve the dif’ﬁcultfr7 of fluid resource in pro-
vinces where the smallness of margins embarrasses the Central Banks in
this respect.

219. This defect in the system of Indian co-operation is one which
must be palpable to the students of
European co-operative systems.  Tlhe
same difficulty has been experienced i all European countries and in o
country has the movement been financed on any but a very restricted scale
by Joint Stock banks alone, while in every country in which the organisa-
tion of co-operative banking and credit has been accomplished with success
it has been found mnccessary to provide either a special apical state-aided
institution or to make arrangements wheréby the existing state bank under-
takes to perform the functions of such an institution. Ang because agricul-
tural paper (representing as it does security which is remote and ineop-
venient to realize) is not generally acceptable to ordinary banks it g the
most important function of such an institution to re-discount t)e Promissory
notes or Dbills of IL)rimary societies when endorsed by co-operative central
financing agencies. It must be plain to those who haye studied the prob-
lems of co-operative finance that on the facilities provided fop re.disclount
rests the provision of adequate fluid resource, and thgt without these faci-
lities all Europcan systems would be impossible, The developm.ent of Indian

System in Europe,

o
4

 pecessary In. Order . . . . . .
. a satisfactory arrangement for meetmg” th1§ serfous deficiency in the eXIStl‘Ikl%ﬁ
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co-operation has resembled in many respects that of the systems found pose
sible in the more backward countries of Europe, Where»‘general conditions
bear a close resemblance to those now existing in India. The material
difference is that-there exists in India no agency which can be relied on
to provide the facilities of re-discount for co-operative banks, and thereby
give to-their finance that elasticity without Whi()}} present stability and the
safe progressive development of the co-operative movement appear to be-
difficult, if not impossible. .

990, The question of the agency which could most suitably discharge

this duty is a difficult one. It is as
- we have pointed out, in the highest
degree improbable that the commercial banks will voluntarily undertake
th: work. It may perhaps be possible for some arrangement to be entered
into with the Presidency Banks under which they will undertake the duty

Posstble remedies.

of re-discounting agricultural paper for Provincial coloperative banks, . Failing

this, according: to the European precedent, the only alternative solution
app:aars to lie in the establishment of a State co-operative apex bank.. There

are of course other advantages, beside the provision of the requisite- finsheial

stability, which would accrue to co-opelration from the foundatiqr;. o‘f suf:h
a Balik, but we recognise at the same time that there are grave d1ﬁ10gltles
from other aspects attendant upon the proposal.. We th4erefor<.3 feel the k1.1e;ed
in which we stand of further informed advice from outside authorities
and in the absence of such advice” we hesitate t.o place before the .Goverx}-

t any discussion of arguments or any tentative plan of our own. We
men y er, greatly impressed by the difficulties which-threaten the whole
aYe ho.“t(?v ’ﬁince of the country, and we consider it necessary to place
co-opt?la N; these difficulties very prominently before the Government in
owr VEK to uch further gteps may be taken as Government may consider
ovder that ¢ Jder to secgre a careful examination of this question and’

co-operative organtzation.



CHAPTER VI.

SUMMARY.

23" We lavein the first chapter of this Report given a brief sketch of -

the origin and progress of co-operation in
India, the passing of the Acts of 1904 and

Sacmzes other than ag;ccul/uml credit
: soczetaes, Chapter I.

“financing agencies after the passing of the Act of 1912, there arose a

.speeial class of diffieulties in connection wn;h ‘the co-ordination and financial

g ISpSltlon of the various parts of the co- operatNe organisation, and our
Con imittee while ‘authorised to -examine any 1mportant; aspect of the move-
ot ,_ms intended mainly for the sugqestlon of ®measures to meet this

Bhass iof difficulties. .

Of the 14,566 co-operative societies in existence in Butlsh India in

/1914, no less than 13,715 were societies which had been -started to provide .

Agncultural Credit and in dealing with the questions before it the; Com-

mittee has in the main confined its remarks to those ‘societies wlnch came - -

under this category. Much excellent work has been. done by societies
_established for urban credit or for objects such as the “purchase of instru-
ments and seed, the production and sale of produce, the insurance of cattle
and the like, and it is not improbable that the greatest developments of the

~ future will be connected with this class of co-operation. In view, however, .
of the present preponderance in the number of agricultural credit . societies

~and the slmllanty of the general principles which guide all classes of co-
»',abperat:wn we have contented ourselves with a .comparatively short exam-
“ination’ of the * non-credit * and non~a0'ucultu1al credit * aspects of the
vwork (para.frra 8——-19) and have dealt malnly with the institutions estab-

lished for provd agneultural credit.

233. These 1nsti
Wy develop on ‘independent lines in different

Tke various classes of ayrwultural parts of the countly, but the stago has

‘ crqd’t znahtntwm, Maptera,II I?' now ‘bobn l‘eaahed ot Whmh mrther‘ .
hapl*ard development can Gnly be attended by comphcatmnﬂ and danget.

1912, and' the reasons for the constitu-
tion of our Committec (paragra phs 1—79). With the estabhshmentpf Central .

tmxis Were at first 1eft—-and wé' thmk 11ght1y 1gfn_.to
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In the forefront of these institutions are the primary ecredit societies them-
selves 13,715 in number, and in some provinces attempts have heen made
to group those societies for financial purposes into guaraniceing or other
Unions. Above these societies and Unions, balancing their funds and sup-
plying them with capital, arc some 189 ¢ central banks* of various kinds
and above these again, performing in some degree for central banks the same
function that the latter do for societies, we find in five Provinces a series.
of institutions which we have classed together as ¢ Provincial Banks. We
have dealt with these three groups of institutions in the second, third and
fourth chapters of our Report and in each case we have examined separately
(a) their constitution and management, () the composition and employment

of their capital and (¢) the manner in which they are audlted and super-~
vised

234. We have .enumerated (paragraphs 24—39) the requirements which

4. Constitution and Management,— have in our opinion to be met in order
encouragement of co-operative elemens. ¢ ‘the primary societies may be truly
co-opefative in their constitution. We have pointed out the extreme care:
which is necessary in the formation of new sociefies {paragraphs 24 and
39) and have indicated the principles upon which a decision should be
reached as regards the area and size of normal societies (paragraphs 25 and
26). We have further urged (paragraph 30) the extreme importance of
systematically inculcating the main principles of co-operation, hoth before
and after the registration of a society, and have pointed out the increase in
efficiency and financial stability that must result from such teaching. We-
have described (paragraph 101) the guaranteeing unions of societies which
are found in Burma and elsewhere and have suggested their extension to.
other Provinces, as an intermeliary between the society and the Central

- Bank. The Central Banks themselves are at present of three classes accord-
‘ing as their shareholders are entirely individuals, entirely societies, or partly

individuals and partly sociéties :and while advocating the disappearance of
the first class and the ultlmate adoptmn of the second, we have held that for

_'the present the third or mixed form of constitution offers the best advant-

ages, if due provmon is made for enabling the co-operative element to-
secure at once a preponderating.and’ ultimately an exclusive control (para-
graphs 100—107) We consider that for each Central Bank a definite area

corresponding as far as possible with administrative units should be assigned

and we have calculated that. the most economical size for a Central Bank
is one that deals with not less than 200 to 230 societies (parvagraph 108).
We hold that all credit societies (or at any rate all agricultural credit.

‘ socletles) within the area of a Central Bank should be shareholders in the-
I'Bank and should have no dealings with other financial bodies (paragraph '

112). To balance the excesses and deficiencies in Central Banks and to-

“supply them with funds we would advocate the foundation at an' early
~date of a co-operative institution at the head of each Province which:

does ‘not now possess one (paragraph 166). = These institutions $hould,

© in our oplmon, be composed not of individual shareholders only, but should
have ‘a mixed constitution' in which individuals and co-operative - banks.
- should both be 1epresented and in which provision -should be made for

enabling co-operauve banks to obtain within a short time the control of the

o genelcbl meetmg though net necessarlly of the  Directorate (paragraphs 169-171)
‘f"h".l‘he constltutlon, in fact of co-operauve mstltutlons at all stages should, in. -

B

42
.
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our opinion, be such as will ensure true co-operation and such as will secwe
assistance from middle eclass men “of cducation, and where possible from
business experts, without endangering the ultimate objeet in  view, which is
the concentration of the control in the hands of the co-opgrative institutions
themselves.

235. The capital of co-operative instations is composed mainly of shares,
B. Composition and employment of deposits and  loans, and the liability is

capital. usually unlimited in the case of primary
societies, while it is always limited in the case of Central or Provincial Banks.

We have described the  different  systems upon  which shares ave
‘now taken in socicties in ecertain Pro-
vinces, and while indicating the circum-
stances under which we would advocate the introduction of & share system
where it docs not now exist we have recommended no general change in this
respect (paragraphs 42—44). In the-case of individual sharveholders in Cent-
ral and Provincial Banks, we recommend that as a general rule there should be
one vote per man and no preference shares or reserve liability, while in the
case of socicties which hold shares we would make the holdings of the societies
proportionate to horrowings and permit of a portion only of their shares
being paid up (paragraphs 11(3-—1"1 and 172). " For 1nst1tut10ns of all
grades the amount of dividend - 'st, in our opinion, be 11m1ted and ‘we

Shares.

have indicated the principles up which the limit should he imposed |

(paragraphs 45 and 123).

Deposits have hitherto constituted, except in the Punjab, a compam
atively small portion of the capita)
: of primary - socleties and we think that
so long as deposits in such societies are of a local character every effort
should be made to increase their amount (palzm aph  48), all sums re-
ccived in excess of the needs of the societies being duly forwarded to the
Central Banks (paragraph 52). The period of deposits accepled by Co-

Deposits.

operative Institutions of all kinds should ordinarily be for as long as pos- -
sible (paragraphs 50, 130 and 174), but there arve certain cneumstances in
which it would be legitimate to rcceive short term or current or savings "

deposms-(pa,)aﬂraphs 51, 127—28, 130 and 174). The class of depositors in
primary societies differs somewhat from that depositing in Centla.l or Pro-

vincial Banks and we have indicated the difference which this may entail “
in the arrangements for repayment (paragraphs 54 and 182). We. haye also.
stated our views regarding the circumstances in which Central Banks would

be Juetlhed in attemptmg to raise money by debentules (paragraph 137)

Loans recelved by the 1’10V1ncm1 Bankq from. Ples1deney or Jomt"_
Stock Banks, and. those received by

¢ . .
lioang to eocwfws ami hanks, Central Banks frOm PI‘ESI dency,

Stock or Provineial Banks are o'enela,lly thouO‘h not always 1n the form of

cash credits, and “we have pointed out the conveniences; and at the same .
time the uncertainty, attaching to this form of -advance from banks .outside
. the movement (paragraphs 134—35 and .175). The advances made by:: Cehtral'r
' Banks to societies on the other hand are ordinarily in the form . of ‘& Joan
= for u term, and wo havo descnbed in some detail the manner; in wh%ch the -

\1 h

Joint -
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credit of societies should for this purpose be assessed, the periods for>which,
the interest at which and the security on which such loans should be
given, and the manner in which fhen recovery should she enfm ced (para-
graphs 140——01)

The plmelples on Whlch societies should in their twrn grant loans

to members have also been examined. by

. us at some length We would allow
suﬁic1ent cash to be kept locally to allow of urgent loans being given
(par&graph 58), and we recommend the use of promissory notes and of
~.members’ pass books (paragraph 60). The total borrowing power of the
Commlttee and the mnormal maximum borleno power. of each member ;
" should be assessed beforehand by the society (paragraph a9) and we have
‘suggested the adoption of a system under which the period of a- loan

v " should as & rule automatleally correspond with the object for which it 1s given
( palaoraph 611) "We advocate the takmo of sureticsin all cases and the rigorous
_exaction of the -sureties’ liability when necessary (paragraph 65). While
deprecatmv an extensive use of- mmtgages we have stated the cncumste.nces

" jn which we consnler them legitimate (paragraph 68) and we have suggeeted

| “the possibility of special concessions being made to - societies in the matter

. of mortgages and liens on crops (paraﬂraphs 69 and 70). We have repre-
sented the disadvantages of premature reductions in the rates of interest
chalged to membels (para.olaph 72) and have pointed the way to an ultimate
“introduction of cash credits to members in place of loans (pala,oraph 73).

. We haye laid special - stress .on the absolute necessity for -introducing. a
systematlc method of a.scerta.mmo the amount of loans- which’ ate overdue . -
“and have- nof; been 1epa1d by members ( pmamaph 74) and the avoidance
of ﬁct1t10us repayments of loans - (paragraph’ 77). While advocatmﬂ the full
use of .the” emstmg law in, respect of recoveries f10m members we_have not
:supported the claim;; -put forward ‘for a summary procedure in exeeutmn
of decrees (pzuauraphs 7§~9) d‘_’We have strongly deprecated the use. of

"'L’(mns to members.

. : question
y Iz’eserve Flmal and Flm,d Ife.mucg ' ngjl a’ndwzml})ll:&neﬁ;ﬁéf hat. éll/ll c‘o_';..;"
11; t'-'utlons should bulld up. & Reserve Fund n ithe sense - of -
s “assets - (parao'mphs“ 82—~3 and. 152) and that every' effort should .
. “he ‘made” by ‘each ! ~ingtitution to aceumula,te an fowned ’. capital to.®
supply its Workmg‘ needs and to” me ‘t;_ ‘}the cla,lms of cnedltors on liquid- .
2 ation - (@bzd ~and paragl‘aphs 87 an ' 188). ,B,ut ‘we' have also laid grea
wess on the nec%slty n the~ case‘ o all lnStltutlons wlnch take deposﬂ;
. for ‘themselves, _;ther by ‘thek own mvestments or by srrange
pith other ‘banks, an adequate #luid résource, and, in the- absen
acﬁltws for *dlseountmg co-bperatwe paper, *we ‘have' suggested thait Wth' oil
ild in' Central Banks be sufficient to meet half the. depe“ isdu oF"
thin the next . vwelve months (Qaragra,ph 155), a. standa 3‘ ' !
‘ d‘suﬁelen‘ ‘_’m ‘the case of: Provincial Banks: pm'a.' aph 176)
at “dfter sahéfymg the above requ.ue
b1t o u j‘ ‘
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a disariingement of existing financial econditions and will in many cases involve
a considerable raising of existing margins, hut we are convineed that they should
be carrvied out as seon as  circumstances permit and  before  the mnatural
fall in marging venders it difficult, if not impossible (paragraph 158).

We have added some miscellancous  suggestions regarding the use of
profits for charitable purposes or for
the establishment of  separate  funds
(paragraphs 85 and 161), the employment of  superfluous money (para-
graphs 159 and 1781 and the introduction of a special procedure for recovery
in liquidation (paragraph 87).

M iscellaneous sugyestions.

236. We have then drawn attention to the vital importance of proper
audit and supervision (paragraph 88).
In the case of Central and Provineial
Banks we suggest that the formal audit of accounts should be done on
payment cither by professional or by Government agency, the further examina-
tion of the condition of the banks and their general supervision being entrusted
to Guvernment ageney (paragraphs 162-63 and 179).  For primary societies the
awdit should include mot only the accounts audit but a further examine-
ation (paragraph 91) and these duties should be carried out by a stalt of
auditors approved by the Registrars and maintained by the socictios them-
selves (paragraph O1) : the work of supervision bheing simil:wly entrusted to
a stall paid for by the societics (paragraph 98). The auditing staff would
be on a provineial basis and under the ultimate control of the Registrar
(paracraphs 92 and 94}, who would also entertan an adequate Government
establishment on w scale sugeested by us for maintaining a  super-audit or
second audit of societies  (paragraph  93). We have added suggestions
regarding the use to be made of audit reports (paragraph 96), the publication
of halance sheets in Central and Provincial Banks (paragraphs 164 and 180)
and the preparation of Annual and Quarterly Retverns (paragraphs 99, 165
and 180).

C.  Audit and Supervision.

937, Tn our fifth chapter we have examined a special class of questions
L. : clating to the degree in i
Publie did.  Chapter V. relating 1 o) which the

co-operative movement  should  yeceive -

administrative and financial help from the Government.  We have sugoested
no additions to the speeial —concessions permitted by the  Act or to the
coneessions in respeet of remittanee, savings banks accounts, ete., which have
been departinentally allowed to socicties (paragraphs 181-182), but we have
examined the relation of Government and its servants to the movement in
other respects. |
Phe rules prescribing the atitude of Government Servants as members,
Government Sercants and District dircetors and dCPOSitOrS respectivcly to
Officers. the various classes of co-operative instity-
tions appear tous to be generally suitable, but we have recommended some
minor changes which appear to us advisable (])a,ragra,l)hb 184-7). The
relation of the District Officers (and in some cases of Sub-divisional OcherS)
to the movement has also been re-examined and while dOprccmm(,. any
devolution to the District Officers of duties assigned under the Act to the
Registrar, or any general arrangement for making him eg. -officio a Dire

cctor
or Chairman of the Central Bank af District Iloadquartel.

we would wish
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him to be entitled to attend all meetings of Central Bank -in his jurisdiction
(paragraphs 188-190).

We  have stated in paragraph 90 in the sccond chaprcr of - the
Report our vwws ‘as to the scale on which the controlling Government staff
‘ Lie Registra, D,,,,tg,,/mmw Conmis- should be fixed, and we have in the
stoner, anfl Adviser to Gowmment fitth chapter explained the duties and
uahﬁca,tlons requued of the Registrars and Joint Registrars, the status they
should hoid the pay and allowances which in our opinion they should draw,
and the arrangements which should be made to provide qualified successors
for ‘vacancies in the post as well as for making Junior civilians acquainted
"VW1th the - prmmples ol co-operation (paragraphs 191-196). We have further
'exa,mmcd a proposal which has - sometimes been put  for ward for the co-
ordination of certain economic departments including those of Co- -operation,
Adrlculture and Industries under a single officer of high standmg in each .
. Province and have recommended that a move be made in this direction as
; oppontrumty oﬁ“er (pmagraphs 198-200). We have then pointed out the
need for. closer. control . by Government over the objects for which the co-
o operatlve orgamzatzon is utilized and over the. financial arrangements of “the
movement. To meet the former need we propose. certain rules and byelaws -
~to define a,ccurately ‘the objects and activities of co-operative mstitutions {para-
o rrlaph 201) and to meet the latter we suggest the appomtmvnt of an officer with '

o «o-opem.we expemence to act as adviser to che Local and Supreme (urovu'nments
,(pm'arrmphs 20"3) - o o
Tnditect ﬁnancxal assmtancc has somet1mes be(,n given. fo the movement by

'/ the deposn of Court -of Wards and other funds over w hieh Government or
: tmént of guasz-pulzhc Sunds aml Tocal Bodies  have coufrol and we have
mm; s agrzeztd!ural ‘Loans. ~ . indicated our opinion rcg'u'dmg the extent
. whlch use might be. nade of co-operative societies . for the deposit of other
,Pubh T daszvpubhc funds. (paraﬂ'raph 204). We bave also’ su‘westul that .
i where agf1cultuml loans, arb’ hunm gWen by Government on a- largc scale to
' meet sea,sonal distress or to pmV1de for‘ the»m;ltlal expenses of- a' scheme of: colo- \
‘?-:mzation, it should be open to societies.to receive :such toans for, 'chstnbutmn to g
their members, (he arrangements for distribution,; ﬁxmg ‘of interest and ‘rocovery
'b emg left to. the: socletles (para@raph 207 i and we: have sugge§ted & some~ e
Sl 'ﬂa;r procedure in the -case of: large loans to ‘bodies : Q;f men  for

r0V¢ments { p&ragraph 208) O :

2 T

We ha,ve‘ then exammed the effect on the 0- oPemHVG movcment
:, f reoent "'fammes, Jof banking . erises .and’ of ‘the present war- (pammapha
9209- 211) and we have explamed that the GoVernment has hltherto g1ven
"-dlrect ﬁnanclal aid " to Co- opemtmn m thiee Ways only, viz., (i) by the
]ﬂmancml ) eb}m,mb,m/ of (;otem- grzmt of initial advances to mew socie-

,mm; R “ties; (m) by guaranteeing the interest’ tm 4
‘es of ‘the Bombav Oentlal Banlcand (&%) by special advances in

3" \ =

0 meet dlfﬁcultles antlmpated in, connectmn Wlth Wm i

fal‘ "_ as 11'. represents a rewctmn o"‘
“ndue cOncasqons but‘We have pmntegl
o '_qtl_f-suﬂiclng it ynll e necé '
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that a, careful examination should he made of this question (paragraphs 216-
220).

938. In order to assist in the disposal of our Report we have drawu up and
Catalogue of recommeidations and printed as Appendix 11T a comprehen-
opinions. sive catalogue of our recommendations

and opinions, and we have submitted separately our tentative suggestions
regarding the manner in which each item in the catalogue should be dealt

with,

239, In conclusion we desire to take this opportunity for expressing
our appreeciation of the valuable assis-
tance vendered by our Secretary M.
R. B. Ewbank, I.C.S. In view both of his personal qualities and of his
previous experience as a Registrar, he was admirably fitted for his duties in
connection with our Committee and we are greatly indebted to him for the
help which he has given us. |

Couclusion.

(Sd) E. D. MACLAGAN.
,  LALUBHAI SAMALDAS
', A. E. ENGLISH.

, F F LYALL

. T.W. JOHENSION.

. W. RENWICK.
. MOHDs AZHAR ALL
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APPENDIX I.

SYSTEMS OF CENTRAL AND PROVINCIAT. BANKING OBTAINING-
IN THE VARIOUS PROVINCES OF INDIA.

I —MADRAS.
A.—PROVINCIAL BANK.

1. System in force—The Madras Central Urban Bank was registered in 1905, and organized
originally as 2 Provincial Bank for lending to primary societies throughout the province and is.
now only distinguished from other Central Banks by the fact that its loans are made over a
wider area. .

1+ lends chiefly to primary socicties in districts (e g., Chingleput, North Arcot, South Arcot,
Anantpur, Kistna, Godavari, Ganjam, Vizagapatam, Nellore, Tinnevelly and Cuddapah) where
there are no Central Banks, but also it occasionally lends to other Central Banks on the security
of the pro-notes of primary societies, and it lends to its own individual. members on the security
of their deposits. In no case does the Madras Central Urban Bank grant cash credits.
Loans to societies affiliated to Unions are granted by it on the recommendation of a
Union which, however, thereby incurs no financial responsibility ~ For every other loan
advanced, it requires the Registrar’s separate recommendabion. Before granting this the
Registrar enquires into every application through his own staff and it is on this enquiry that
the Provincial Bank chiefly relies. Asset valuation statements are prepared, and as a rule loans
are not .sanctioned up to more than 4th of the valuation of assets, though in some casés the
proportion rises to th, Propaganda work is done by the Government Inspectors and also, but to.
a smaller extent, by the staff of the Unions and 3 of the Central Banks, Organisation is
usually done by Chief Inspectors. Propaganda work is mot done by the Madras Central
Urban Bank,

9. Constitution and Management.—The shares are all ordinary shares held by individual
shareholders (300 in number). ~There is no representation of societies on the Board of Directors.
. No field staff is maintained, but it is proposed shortly to employ 3 touring inspectors. - An office
staft is employed at a cost of Rs. 12,507, which is engaged wholly in accountancy and banking:

work. The bank receives no State subvention.

8. Assels and Liabilities—The balance sheet of the Bank stood on June 30th, 1914. as
follows :— ‘

- Liahilities. : i Assats.
— i
Rs. AR | Rs.. A p.
. 1. Share Capital (Fully Paid) - 2,00,000 0 0. 1. C}:;,shdand Petty Cash on 5550 43
nad. . ¥
2, it e . 2404111 6 6 . o . :
% Doposite e ‘ | 2. Loans Outstanding . ... [27,35,036 0 6
ble on Deposits 62,089 110 .
3. Interest payable on Depo ; 3. Tnterest carnsd 64588 7 6
ves o 62,000 00 ) e :
4 Resorve Fund ) L 4. Fixed Deposit with the Bank| 62,000 0 0
5. Dividend Equalization Fund 20,000 00} of Mad,r”'
i 9,000 00 | 5. Fixed Deposit with the | 50,000 0 0
6. Building Fond : \ Upper Burma Central Co- ]
7. Dividend and Bonus payable (in the previous 62712 38 operative Bank, Ltd., Man-
years) but not yet claimed. dalay.
i ; i 15 8 |' 6. 34% Government of India | 1,10,246 13 0
8. Interest on Prepaid Calls on Shares payable (in 7 ‘ G )10,
i Y but not yet claimed. ¢ Promissory Notes of the face!
the previous years) but nct ¥ |l velueof Bs. 115,000, |-
1 > Provident Fund s 1,489 05§ ) ‘
9. Employees’ Providen , | 7. Furniture and Fittings less | 735 158
10. Overdraft from the Bank of Madras 2,13,580 0 9 | "10% Depreciation. . o
11. Other items 818 10 0 \‘ 8. Other items ... 281 78
12. Balance brought forward 1,210 14 10 | ‘
18, Net profit for the year - 53418 8 2| 5162 7O
Total ... [30,28,353 15 7 D ‘ Total ... 13028353 18 7
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4. Composition of Cupilal. —The shaye capital consists of 100 shaves of Rs. 500 ecach and
1,500 shares of Rs. 100 cach fully paid up and it veprosents S5 per cent of the liabilities, No
debentures have been issued.

Deposit rates ave as follows :—Curvent, 25 per eent. Fixed, under 6 months 3 per
cent, under 1 year 4 per cent, under 2 years 5 per eont, under 3 years 5§ per cent, under
4 years G per cent, in addition to a 204 lakhs indeterminate (rescrve funds of socicties).

Rates are not manipulated to correspond with the state of the Bank or the market.

No loans have been received from Joint Stock Banls but the Bank of Madras has  granted
a cash credit of 4 lakhs at 53 per cent,® scewred on the pro-notes of soeieties, endorsed by the
Madras Central Bank, of which 2-13 lakhs had been drawn on June 30th, 1914, In addition
to the undrawn balance of this cash cevedit, the Bank held a fluid resource consisting of
Government pro-notes of the face value of Rs. 115,000 and a deposit of Res. 62,000 with the
Bank of Madras. It has also deposited Rs. 50,000 in the Upper Burma Central Co-operative

Bank for 3 years.

5. Employment of Capilal - —Loans are granted to primary socicties nominally for 1 or 2
years, bub actually for 10 years, gince under the conditions of the loan any primary society
which repays -Lth of aloan 1s entitled to an extension for the remainder,

PAYS 7

The Registrar reports that agricultaral societics ordinarily repay to central and provineial
societics 22 per cent of the total demand against them -annually. Of the loans ({)ue to the
Bank 074 lakhs are returned as authorised arrears and 5307 lakhs as unauthorised.
TLoans are secured on pro-notes and carry a rateof 7§ per cent if made to primary societics, and
7 or 71 per cent if made to Central Banks. Arrears are notified to the Registrar who employs
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12. Assefs and Liabildties,—The combined balance sh .
follows on June 30th, 191 4 o nee . sheet of the 7 Central Banks stood ag

i - T e——
Assets t Liabilities.
. PO *“ T !%—“M—M“
‘ Rs. I
. | Rs,
Cash in hand | ; ’ 67,81‘36 Loans aud deposits from non-members | 11,381,896
Investments ] . 11,954 || Loans and deposits from societies : 417,604
Loans due bymembﬁré J 34,310 || Loans and deposits from members f 533515
‘ . ! [ .
Loans due by sociaties ... ... ¢ 2214,692 || Share Capital .., ' J 1,96,865
Intérest due to Bagks ... . .| 45,319 || Interest and dividend due ... 47,298
‘ ‘ Bank: } ! 7,2
Value of stock e [ e Cost of management due “ 173
| [ ol 5
y i w1 14828 || Other items . : : !
Othgr items J\ ‘ o 15,243
Reserve Fund :
]{ 112,028
. | T
J Total . . { 23,54,624
. ’ ‘ : g }
_ﬁ . Profi o+ 34,310
1 ... [23,88,934 \ v
» ,Tot'a | [ _ | Y | - Total f 23,88,934
—

13, 007'72[908#5;’4‘ of Capital.~In Trichinopoly, Tenali and Madura Banks the sl‘;a,re

his staff in realization, ¥ ]

capital plus reserve fund represents less than 7 per cent of the capital borrowed from outside
~ but in the remaining Ba\n}cs the proportion exceeds 12 per cent. ‘No debentures have been
issued. Deposits are received, chiefly from the urban classes, ab rates varying from 5 ‘to 6§

6. Reserve Funds.—The reserve fund is returned at 2:5 per eent of the Habilitics, and with
or cent, and fixed as-a mule for 1 or 2 years. Primary societies within their districts

the share capital represents 9 per eent of the liabilities.  Tn addition to it a dividend equaliza-

] : dine  maintained ba ich are utilized i . A .
%zgkf?md i R g el b“lsmess e };re also bound, o deposit theif reserve funds with the Central Banks. _One Central Bank has
a oash credit with . the Provincial Bank.. Two have opened cash credits with the Bank of

" Madras and one with the Indian Bank. <No' restrictions are placed on the power of primary
societies to take deposits. : ‘ o
14, Bmployment of Ca

Rs. 1°10 lakhs are held in Government Paper to cover 75 per cent of the Bank’s current
accounts and Rs. ‘62 lakhs deposit in the Bank of Madras arve also realizable.

piiélr' —All Central Banks lend to societies at 7% per cent, after the

) y 1 . . ‘ . _— 7 ity ‘as in the case' of the Madras Central Bapk
7. Superfluous Funds.—Apart from the deposit in the Upper Burma Central Co-operative _ 'same enquiry and qn.t_he same securivy, : i : lras al Bank. The
Bank, suclffunds are used in the reduction of the cash credit account with the Bank of Madras. system of repayments 1s the same bu# df)es ﬂf)ﬁ work ’llvmfmmly in all dl(?tx:lctsr S
"There appears to be no particular slack season. _ " 1. Reserne Fund.—No Bank carries more than the statutory minimum to reserve, bub
' | i several cases building fands, cpmﬁ;gn‘gmd; fands and Kividend Ldualization fads are. main-
8. Division of Profits~—The shares have for the last few vear® carried a divid tabdin addition. . The reserve funds of primary sociebies are lodged with the Central Bank
t e i ool et e g reserve funds of Central Banks in the mufassil are lodged with ’éhi

N T h i n themv N h . K o . . .
| ?Kﬁé’,.af %ch;-al Bapk-and all Geptral Banks tise as part of the_lr warking. capital the reserve

funds of other societies which are lodgedWlt}'A s hlem ‘ S o
16. Division of Profits—Dividends to members ave shortly to be limited by rale. .

i rpision,—The audit of societies is dotte by the Registrar’s staff consist-

i b A o by Govermment . that of the Contrsl Banks by the“Assstant, Registrars,
,’ll‘nv%o of the Central Banks and four of the Uniors maintain a staff of 15 supefvisors at a cost

- of Rs, 600 permonth. ~ Ca, e

cent p/ns a bonus of 2 percent. A ru!e is under the consideration # the local Government
limiting dividends to 12 per cent. There is no contingeney fugl,

9. Audit and Supervisio».-:—’l‘he audit of the Bank is done by one of the Assistant Regis-
trars. The Bank does not contribute to the cost of audit. In 1913-14, it contributed Rs. 1,833
to Unions towards the cos‘t of the supervision of primary socicties. :

B.-~CENTRAL BANKS.

i0. System in force—Thereare 7 Central Banksin the Province, of which four admit indi-
vidual members only and 3 admit societies to membership. In all 232 societies are affiliated
to them. There are also 7 Unions, working as recommendatory institutions under Central P o
Banks with 149 societies affiliated to them. As in the case of the Madras Central Bank loans o o R
are granted on the Registrar's sanction after an enquiry made by his staf, Four Unions
maintain supervisors, The Directorates of Central Banks (except Madras and Trichinopoly)
do considerable propagandist .work: such work is also regularly done by the secretaries of

the four Unions.

| IL—BOMBAY. .
" A”“THE PROVINCIAL BANK. i

ombay: Central Go-operative Bank Limited, was registered

11. Conétitntz‘an and Management.—The nominal value of shares varies from Rs. 10 in Sout ; L | ——Thé "]3 70-0p :
Kanara to Rs. 500 in Salem. The more recently formed Banks have made special provision fog T 1 S‘Wle:;l m{.&;ﬁ%ﬁsed to grant loans fdr'Ren'ods not exceeding 10 years to any registexéd"‘-'}..
the issue of shares to societies, and where societies hold shares, they are entitled to elect in 1911, and 18 3% pank,in ”tievBomb&y Presidéncy. It has no system of afliliating ' ite y

_ go-operative society or U Jv 6 have taken shares in it. - It deals direct with al] societies’

| olient .'Sometles;{ fs'u;r%::éhon({;{o' the restriction that every loan miust be granted with the
borrowing ff?lzf 1t ; Jthe Ragistrar.  For the purpose of .assessing the credit of;apglxca’z‘ntg&,‘.» :
' previous f‘,@DG ton OL & sconded from the .B,evenue‘i«])epartment arelqeppleyed“,un;e}"fthe Y

three special Mamlatdass, s v ank and half by -Government..” They visit an

representatives on the Board of Management. As a rule, the arca covered is a district. The
Banks are generally managed by an Honorary Seeretary with a staff of clerks under him and
" confine themselves to accountancy and banking business. With one exception they undertake
also some supervision of primary societies. It is usual to pay #th of the net profits to the

- . i tion. 'The ks v i : , ineial ] A be (- ‘
| .Honorm y Secretary as his remuneration. The Banks receive no State subvention, " Registrar, and paid balf by the Bmwﬁi:ilofstatemeht of the Tand hel dbg] membas,  which-
T T T - soclety requiring a loan and prepare a ¥a & Teport on the general Working of the society

* NoTe.—The rate is fixed and does not vary with the warket. " they gubmit to th

¢ Registrar together with

oo
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The Registrar after referring to the andit note and the past record of the §ocicty tmn.smits
the papers to the Dircetors of the Provineial Bank for ultimate decision stating the maximum
up to ~vhich a loan may be granted—a figure which generally does not exeeed one-third of the
estimated value of the property.  When the loan is sanctioned, the amount is sent direct to
the society by R.T. R.  'The work of the Provincial Bank is carricd on by an Honorary
Manager with a staff of paid clerks under him,

2 Constilubion and Management.~The bank is of the individualistic type, 865 of the $71
sharcholders being private persons. Its directorate is elected by the sharcholders and consists
of leading business men resident in Bombay City, but does not inelude any persons sitting as
represenfatives of societics.  The working expenses of the bank in the year 1913-14 were
Rs. 14,007 vepresenting -9 per eent on the total working capital.

B, Assebs and Lialnlitics —The balance sheet of the hank stood on Maveh 31st, 1914, as
follows :—

Liabilities, } Assets,
Rs, A, . Rs. A, »d Re. A r, Rs, a4, 2,
1
Capital — Land at Baramati ... e 347 v o
Bubiseribed shares 4000 at Bs, 50 |
cach= Ry, 7,00,000. 1 Safes and furniture 247316 0
Paid up Rs, 25 per share .., e {30000 0 0 ' .
| " Loss—Dueproein lon proviousty 42 1 0
Lewx =Cullx in arrears 1Lg70 0 v | | written off.
> e 3,835,130 0 0 e
Debentures — [ i 1,081 14 9
i
615 debenturey ol Rs. 1,000 each fully | 6,010,000 ¢ 0 LesssDepreciation written off 404 12
paid up, this year, T
1,497 2
Sinking Fund for debentures 8,475 0 V. sl 0
. Oil cake at Barnmati Braneh ™ 0021 5 8
Reserve Fund ... ! 2,700 0 0 for supply to wocieties (at
H cost),
Reserve against Luw Charges ! 2000 0 0 )

. ‘ Loans ndvanced to socictios ... o 13,73878 1 8
Premiuwm o debentures ﬁ 5720 0 o ’
Societies’ share of the divisible fund ,,, ) 2,787 8 0 Suspense 5,201 0 2
Deporits inadvance of eulls 56,770 0 0 |

\ Interest receiveable on loans ... 84,044 4 0
Deposits for Debentures ... 880 ¢ |
Fixed and other deposits ab Head Office | 4,783,823 13 3 | Cash with Bank of India, Limit-] 74,007 5 8
¢d, in cutrent account. .
Fixed and other deposits at Baramati 32,640 8 4
5,10,073 3 7 | Cash at the Head Office 4542 7 6
Interest payable R 26,835 15 11 °
“rest pay ! Cash at the Branth W73 6 1t
Unpaid dividends - 708 8 6 / '
Profit and Logs Account—— o
Balanec of last year 71 8 0
Add - Profit of this year ., w | 2903013 7
| 98,02 5 7
Less— Ad-interim dividend paid 6125 0 O .
2AmM7 B 7!
Total 15,72,042 0 7| Total ... 15,72042 0 7
|

4. Composition of working Capital.—14,000 shares of Rs. 50 each have been issued
and subseribed, and Re. 25 have been called up on each share. Their present market price is
quoted slightly above par. The bank is empowered 'to issue debentures up to the value of
3 times the paid-up sharc capital subject to a maximum of 20 lakhs, and on these debentures
Government guarantecs a rate of 4 per cent, until they are redeemed. A sinking fund hag
been provided for at a rate which would entail the extinction of all debentures within not
more than 41 years of their issuc. As therc are constant fluctuations in the demand, the
bank would be unable to arrange that the whole of its permanent capital should always be
profitably employed, and therefore maintains & margin _of depos_lt capital intended to meof, the
gradual growth of business until it is satisfied that the increase is permanent. The average rate
paid on these deposits is 43 per cent. °

b. Lmployment of Capital—Loans are made to societies for periods varying from
9 months to 10 years at a rate of 7 or 74 per cent according to the character of the b(;;'x'owinw
society. The sceurity taken is usually a bond of the society in which the annua} instalments
of repayment are lald' down. In some cases, where the society is bound by its byelaws to take
mortgage sceurity from its borrowers, these deeds are also deposited in the Provinecial Bank
as collateral sccurity. Cash credits are given in one or two cases. The rate of interest char ll)ll
on loans Is limited by the agrecment with Government to a maximum of 8 per cent Ageable

into any re
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6. Reserpe Fund.—1In view of the existence of a Sinking Fund the bank has been exempt-
ed from the provisions of the Act requiring it to carry 23 per cent of its profits to reserve.
However, it has formed a small reserve of Rs. 2,700 to meet possible bad debts and Rs. 2,000
to meet possible legal expenses

7. Superfinons Funds.—The slack scason of the bank, April to June, corresponds with
the busiest season in the Bombay market. The Directors, being personally connected with
many of the Bombay banks, are able under certain restrictions to use the money profitably on
short deposit. Fluid Resource is provided by the Directors by transfer when needed from
other concerns controlled by them.

8. livision of Profits,—Since the establishment of the bank a dividend has been paid
at 6 per cent under the agreement with Government.  Half of the profits in excess of the
amount needed to pay this rate are refunded to borrowing societies in the form of a rebate
of interest on loans,

9. Andit and Supervision.—A special auditor has been retained under the Registrar to-
audit this and other Central Societies at their own expense. The Provineial Bank is also
audited by an Incorporated Accountant for the satisfaction of the shareholders, It does not
itself undertake the andit of any other societies.

B.—THE CENTRAL BANKS.

10. The System in Force—No uniform Central Bank system has been evolved in
the Presidency, There are 2 ‘mixed” Central Banks, which are in fact overgrown wurban
banks which are lending out more than half of their funds to registered societies in their dis-
tricts, and one ‘pure’ Central Bank with 23 constituent societies. Each Central Bank appoints
and maintains its own inspector, who vi§its societies not only to assess credit but for the purposes
of general supervision. The two ‘mixed” banks comprise 247 individuals and 42 societies
among their members. Societies are afzcorded special representation on the Board of Directors,
The area covered by each of the banks is a distriet. Credit is assessed by the directors from theix
personal knowledge and on .the report of the inspector. and is fixed on a consideration of the
general management of asociety and the character of its members.

11. Constitution and Management.—The Central banks approximate to the ¢ capitalistic ”
type. The byelaws are so framed that the socictios’ representatives .are in the minority. The
‘pure’ type 1sorganised onmuch thesame plan as the < Khelar” societies of Bengal. There are
no preference shares and the dividend is limited by rule to 9 per cent. The shares vary from
Rs. 20 to Rs. 50 and are fully paid up.

12. Assets and Liabilities.~— The combined balance sheet of these four banks for 1913-14

was as follows:— a
o
e e A T R
Asgsets “ Liabilities.
Rs. | Is.
Cash in hand and bank 44,899 I Loansand deposits from ron-members .| 59,218
. |
Investments cer o 476 | Loans and deposits from socicties .. 2,920
i ) i
Loans due by members 56,618 || Deposits of members e e [ 1,15,002
Ticans due by societies - 1,40,017 || Share capital e E 58,620
Interest due to bauks 6,527 | Interest and dividend due by banks ... oo | 4,760
Other items " 51 || Cost of management due . 216
Reserve Fund " 2,503
| \
i
! Total v | 2,443,267
l IR
{ Profit e | 45,321
| R
Total - 2,48,588 1 Total . . | 248598

13, Composition of working Captéal.—The Central Bank ise the whole of their capital
Jocally and do not depend at all on the Provincial Bank, TI  rates oﬂ’_erqd on loans a,y%d
deposits from members and non-members vary from 5 to 64 per ¢4 , The deposits are all local in
chgracter and the bulk of them are fixed for 1 year. None of the\ utral Banks have yet entered

Jation with any joint stock bank,
Ve

\
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Vi, Buployment of Cagital. Aboub § of the working Capital is employed in Joans to in~
dividual members ab vates varying from S to 9 per cont, Move than 4 of the working capital
is invested in loans to societies, alliliated or not, at rates varying from 61 to S per eent,  The
Banks bave roceived a general sanetion from the Registrar to ovant loans to all societics within

ir arcas o the maxima allowed in the societios” byelaws,  Loans are advanced for periods
their arcas, up byels ' |
extending from 1 to 5 years, and are made on the security of an ordinary hond. Bepayents up
to date have been fairly punctual,

15, Reserve Funds.—Reserves are growing slowly and at present represent less than 2 per
cent of the working capital. 'I‘!us 1s_p:m-tl.|)' due to the harrow margins on which these banks work
and partly to the high proportion of fluid resomree which they maintain,

Reserves are not at
present; separately invested.

V6. Superfluons Funds.—-The Central Banks do not yet use the p
ing centre, and owing to the fact thﬂ,t't]‘l(f demand for money alw
not yet been faced with the problem of finding profitable inve

rovineial Bank as a balane-
ays exceeds the supply, have
stment for surplus funds,

17. Division o/ Profits.- Dividends have reeently boen Timited by the Local Government
to 9 per cent, until the rescrve 'fum'l amounts to 25 per cent of the total working capital. The
rate of distribution up to date has inno ease exceeded 12 per cent,

18. Audet and b’/z;)ervz'siou,.~~—'l',‘hc Banks have up to the lasg year b
the ordinary anditing staff of the Registrar, Reeently they have hee
tor to whose pay they are required to contribute.  Bach Bank containg at least one honorar
.organiser on its Board of Directors, who supervises its work and eorr

esponds independently with th
: . . Y . L y ‘\ w1 he
Registrar. The Banks do not themselves maintain any staft for anditing their affiliateq societies,

ten aundited annually by
n placed under a special audi-

.

I11.—-BENGAL.
A—PROVINCIAL BANK.

1. There is at present no Provincial Bank in Bengal, but arrangeme
o . - e . M
for the formation of such a Bank and byclaws have been drafted with thig obj

B.—CENTRAL BANKS.

nts - are in train
cct,

2. The System ¢n Force.~There are 33 Central Banks in the

. rovi and 1 1 53 : |
1eti 627 are returned as afliliat hose (o w 195 primary
societies out of a total of 1,627 are s afliliated to thm.. Central Banks., The tendency

is to aim at one Central Bank for a subdivision.

The Banks deal directly with their affiliated socicties exeept in two distriets
Pabna) where Supervisory Unions have been started,  There aye 7 such Uni(;;)
soeieties.  Fach society in a Union must hold at least one share of Rs. 10 and
share for each Rs. 100 borrowed by it. The Geperal Mecting-of the Union consists of 3 e
from cach society and the Union Comn’utten_ is composed of one delegate from ea'ch oy i
The cxpenses of the Unions are met by a cess of & per cent on the \VZ‘I‘king capital Sgglithy(;
-societies, . he

(Faridpur and

S coverine 126
=]

must have one

The credit of societies is assessed by Central Banks on
Directors of the Banks after such inspeetion and enguiry
made by inspecting clerks and the last andit memorandum ;
by the inspecting clerk or sometimes by oncof the (i) the v
dation of the Organiser or any local Zemindar who is willing to help the movement 1(0((1,mmen-
the past history of the society and the local knowledge of  the Direct and () on
there are Unions, the credit of affiliated societies is agsessod by the (Jen emli\f tst'. W,h“"e
Union on the strength of personal knowledge and the reports of the Unioy S;ﬁa{f ee lllllg of the
vision of societies 1s carried out by Honorary Direetors and the paid staff of t}{o '(‘ ' ‘e Super-
.or where there are Unions through the members dnd staff of the Union ‘o& enty ul. Bank,
started mainly by the ageney of Directors and Honorary Organisers attached {0 (‘esft)::lt)}? ;]t\re
3. Constitution and Management.—Central Banks are of three  clagse . e
central banks which have no shareholders “except private individualy a;:}is’ ver,  (v)
three banks of this class and t.:hey \V}ll shortly disappear or be converted int‘(; hank ore are onl
character; (/¢) ‘central banking unions” of the so called ¢ Khelgy * or pur ks of a differont
societics alone are sha.reho}dcm, fl,‘h«-re ave 6 banks of this clage with 9 l‘l[ q:’ . type n which
them ; (s45) ‘central banking unions’ of the so called ‘Pabna’ op  mix 1‘1’,“'1"4@1@3 aﬂl]l:mte(l to
.both societics and individuals are shareholders. "There are 24 bag] Xed® type, in which

; anks.of thig class with 912

_(i,) reports made by
a8 18 thought ecessary 5 (v7) Teports

(127) the statement of g, <
Government, Staff ; (in) e oneeked

"(mnmry

affiliated societies.

* . The shares in Central Banks vary insize from R, 10 ¢, Rs. 50, bt ;
ing Unions of the pure type the value of shares is R, 10, ‘Vh@r@a:i;, t]}lzz E;S?:ffg:z ﬁifnz;ll}}:ink.
: ons

<

<2 ariod of 8 or 4 year®

.’ ..charge
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o

. onest value is Rs. 50. Where both individuals and societies are
of the mixed ’c_\lf})‘e% t:;(iercé?r? preference and the Jatter ordinary shares, the size of shares in the
ghareholders, the O~dinarﬂy the same. As societies are not entitled to get loans amounting to
4wo classes. bemg ot the value of shares held by them, the number of ordinary shares tends to in-
more than 10 tumes d organized effort is made to keep the number of authorized preference and
crease. A direct an 1 b?l t in practice the preference shares preponderate in most cases. The
ordinary shares‘ eﬁ%ﬁéré in the ‘mixed’ type of bank is ordinanrly limited to the nominal value
liabihb’ of share ho']e in the < pure’ type it is generally five times that sum. There is no uni-
of their shares, ¥ 111 which calls are made, andsometimes as little as Rs. 2 per share has been
form Pnnmp,ﬁl:go stem of guarantors is unknown except in one or two cases '
called up. ot ,yd, banks half the Divectorate is appointed by societies and half by preference

In the mb}-'ed r the Directors there is generally an Honorary Secretary, a paid clerk for
shaveholders. d nde r two inspecting clerks. The District or Sub-divisional officer is nsually the
office “{01‘1{5 and one o The field staff reccive pay at various rates from Rs. 15 to Rs. 100 per
.ex-offic1o Chalf;ma:n{al cost entailed by establishment and contingencies is Rs. 25,440, represen-
menseﬁ ang sexft ?){" the working capital. These Central Banks no longer receive any (rovern-
ting 77 pe : )

‘ment:uljen:m:r; 4 liabilities.—The combined Balance Sheet of the Central Banks for 1913-
4, Assets ' ’ . ' ’

14 was follows :—

s follows == ) . ——
- Assets | Liabilitics.
- . - : . . e
Sanm : Ra. ; Rs.
: 4 snd ab bank .1 1,25,131 || Loans and deposits frcm non-members ... C 12241199
in hand and a : ‘: "
Cash o . 17,942 || Loans and deposits from other societies ... .o 1 1,33,877
tments . e L 4‘ :
: Inyes : d 62,196 || Loans frcm Government R 9,800
Loavs due by menbers e . : !
\ from borrowing societies... ~31,01,50 Deposits of members l 444,450
. Loans due ir ‘ ) )
| ot due from borrowing societies ~ 1,09,013 || Share capital " [ 3.83,555
e * R .
. Ingeres o L 2,440 || Interest and dividend due by banks o 73,392
" Stock in hand e ’ ‘ A
. 3,704 || Cost of management due e } 4,487
items L N
Otherl‘ Other items . - |11,737
v «
Reserve Fund .- 1 35,668
! »
L Lt '
x - Total .. | 33,833,155
| !
N —
o . é , Profit . 488,761
o : . : L
S et - B2L06 l . Total o | 34,31,016

. silion Workin Cupital.—~The share capital represents 11'6 per cent of the
PTRY P C(gﬁkggﬁ;‘iﬁn‘g‘s (includ%ng members’ deposits). KP L P P P o ’
. ,'llabﬂ’l;}‘fie are practically no Debentures in any of the Central Banks, :
e The ; o ‘ o
: deposits are 'mainly local, but include some Calcutta ‘money. They are usually
) The eIt)h condition that the depositor gives a certain prescribed notice of .withdrawal
A obtained on. deof notice varies considerably. The ordinary rates lie between 6% and T} per cent;.
E and “h‘,’I pero taken from Joint .Stock Banks and individuals in Caleutta, chiefly at the in-
. Loans s.re»‘ the information of the Registrar. The Bank of Bengal however requires guaran-
gtance of an on from Joint Stock Banks and the Bank of Bengal dre nominalclly at call but
" gors. j}‘he 10?: a year by arrangement. . The Alliance Bank of Simla hag given cash credits
gs o rile ar:m‘; Banks amounting to 6 lakhs at 7 per cent and the Bank of Bengal has given
\go five C@?é dits aggregating # Jakh at Bank rate on guarantee. - ' :
_two cash c, , mZnt of Capital.—Loans by the Banks to 'indi‘vidual's are now practically obgo-
3 6. ,lzmptltg lend to societies only. The credit, of Socle!:ies is assessed in the manner
" Jete, and Ban agraph 2 above and the Registrar controls drawings by societies only in so far
" deseribed 10 Par gborrOWing' power is fixed in the byelaws. The loans are generally for a* . ..
ge ., maximum and repayable in instalments. Prq-notgs are taken as security in the "
¢ ocos,  Several Central Banks lend money against instalment bonds.  The interest
of ‘?Sm 93 to 1015 per cent and there is a strong tendency to reduction in the rates.
| charg frl-lgs‘a::given 0 societies by one Bank only. T )
" Cash credits of loans to societies ate generally made after the jute and paddy harvest,
e VRGPaYnf;S tieenthe’fulé‘aﬂd the sums overdue at the end 1913-14 were not large. ‘

majorit

** pupotuslity Funds.~~These represent 1 per cent on the liabilities. Their growth is difficult

L 7. Reserve to the recent large increase in the number of Central Banks, and till recently

g gauge Omtii%ﬁnit o rule as to the manner in which: they should be invested. "The Central
‘ no: .

23

1}

o ‘there W":ve been instructed to 'iqve§t the "wholte,of‘ thei/r§ eseffé:';Eunds in a. ﬁmd form., The

-
T
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reserve fund with the shave capital, paid and unpaid, vepresents 12:6 per cent of the labilities
or borrdwings (including members” deposits).

A zood proportion of the Reserve Flll}(l 15 inthe Post Oflice Savings Bank, but there 1s
no rule regarding the amount of capital which shall be kept fluid. It is not known how nuch
of the eash evedits or of the amount invested is held in a readily realisable form.

S, Superfluvus I(‘///n‘ll:\' —"There is no m:u'.kptl sh'u-,l\: season 1n the Provinee and any surplus
held by a Central Bank is ax a rule quickly utilized in its business,

0. Division of Profitss=Dividends on shares are imited by the Local Government to
124 per cent,  Several of the banks maintain also building and education funds,

10, Audit and Sepercisivn—"The Government maintains an auditing staff of 10 men
costing Rs. 1,380 per mensem and 1t 1% intended that there shall Wltimately be one Inspector
for cach distriet with a stait of cheap auditors maintained by contributions from socictios under
him. The Central B:mks maintain a staft also for inspeeting societies and in the case of long:
started Central Banks Government agsist them by meeting the cost of the staff so long as they
are not in the position to defray the expenses from their profits, - '

The audit of the Central Banks iz done by the Registrar or by Government Auditors, and
{ A ‘ ! 8,
not by outside Aecountants.

IV.—BIHAR AND ORIS3A.
A—~—PROVINCIAL BANK.

L. The System in Force~The Provincial Bank, which was reoistercd
1914, s designed to deal exclusively with Central Banks, but it may, with the sanetion of the
Registrar, make loans to primary societies in areas wherve there is no ’Cuntral lllhnl'l \(1): t/lm
time of the Committee’s visit on December Tth it had opened cash eredits il‘l f-:;'( v flw
Central Banks at the rate of 7 per cont. o o ob T

as recently as April

) y ks ; / A
2. Congtitntion and Management.~The management of the Bank is in the hands of

12 Directors, of whom 7 are also Directors of different Central Banks. The Reeistrar is an

.. . . i . N i . ‘N < &
ex-officio Director and with two other Directors resident at Bankipore serves on the workine
committee of the Bank, to which most of the Director’s powers have been deleoated °
o .

T_hc shares of the Bank are of two classes (1) 4,000 Guarantoe sh;
subscribed, on 3,000 of which Rs. b per share has been paid up.
serve liability which can only be called up to meet the claim® of i

. A ¥ be called up b : » claim® of o Presideney int Stoe
Bank, in two msta.]m(‘nts of Rs. 15 after two months’ and the l't‘muini)z:-( '};qorr)oJ()”;.:"?t;fbk
months’ notice, (2) 600 Preference shares of Rs. 500 each, of which 374 have l‘)(;e.n qib"(}-'bl‘(rle
170 by private persons and 204 by Central Banks and Societics.  On onch <;f th‘osuﬂy‘lll o
Rs. 100 lms been paid up. Rs. 100 may be called up at any time at the option of the 'D/'r:‘ lt? e
and Rs. 300 form a reserve Hability only enforceable in the event of liquidation of the B;ﬂ: o
The Bank is a < Book Bank ” and keeps its cash with the B ' mint
: < S o , k o
a full-time Secretary but o field staff, T}l)w ¢ et doa ot
per month,

W of Rs. 100 o:u'h; fully

oy A L
TheTremaining portion is a re-

It maintai
ntaing
ost of management docs not yet execed Rs, 100

(2] .
3. Assets and Liabilities.— As the Bank
5. — As > Bank has heen recently starte ,
wsefully be given. N en recently started, no balance sheet can

4. Composition of Working Capital—In additi
Rs. 52,400, the Bank has received!}l V1500 o o oo g

cent, Rs. 14,000 on current
deposit at 4 per cent. It hag

aprial ' t paid-up share capital of
ts. 1,37,700 on fixed deposit from the public at 4} to 5 per

deposit from ) Societ.ies at 3 per cent, and Rs. 255 on saving
oo At por cent. h alsto al,) CiLSh credlt] nominally terminable at will with the B';mkmgg
2 ¢ RS 3 pereent below Bank rate, subject t ini 0
18 s : subjeet to g F 3 nor
which Rs. 1,49,854 had been draw December 1 " N of
st of iy been non December 11th.  The seeurity for this cash epudis
sists of p ssory notes signed by the Provineial Bank and endorsed by the four o g it
3 OUr guarantopg,

5. Emploginent of Capital,—The funds are utilised i
Lunplogment of C . ; ) xd 1n loan ‘entr
at an ()Ylflln‘lL‘lyll.'Lte of 7 per cent. Their credit is assessed by tllse ;gen'(il‘ttr?hd] Bﬂ:nks only
Pgrs(’}lal know e(vge. Qn December 11th cash eredits of 3 lakhs had bech o on 'lns general
17 Ct‘}ltm] Banks terminable at will of which Rs, | 98,603 had bee Srened in favour of
Re. 1,51,230 had been lent out on bonds for fixed perio,ds." een drawn, 1y addition

oy . T
6. Reserve Fund.=None has vet been formed, as the bank on]
few months ago, ) Y commenced worki
king o
7. Superflurus Fuiidsc—Any funds received ave usu

with the Bank of Bengal, ally used in reducing  the overdraft
: rerdra

" The reserve
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8. Division ofrum/Zts.-——The Guarantee shares carry a cumulative preference dividend
of G per cent on the paid-up portion and a commission of § per cent on the reserve liability.
Prefercuce shares carry a dividend of 6 'per cent on the paid-up portion. - If after meeting
these charges, excess profits are available for distribution, the two classes of shares rank equally
for an enhanced dividend up to a maximum of 124 per cent. y

9. Audit and Supervision.—The accounts of the Bank were audited in September by a
Corporate Accountant from Calcutta. '

B.—CENTRAL BANKS.

10; System in Force.~On May 31st, 1914, there. were 12 Ce.ut}'al Banks in existence,
of which 564 Agricultural Sccieties and 14 Non-agricultural Socicties were members as well
as 564 individuals. The Central Banks deal with primary Societies direct. The credit of
Societies is assessed by Central Banks relying on (1) the personal knowledge of Directors
who are expected to tour in their districts and to make local enquiries, and (2) on the reports of
‘the paid staff of the Central Banks who are often sent to make enquiries mnto loan applications.

" In the course of their tours Directors and Honorary Organisers and the paid staff of the Bank

carry out the duties of supervision, and the two former undertake propagandist work in the
new areas.

11.  Constitution and Management.—On formation Central Banks as a rule issue 1,000
Preference shares of a value of Rs. 25 each, which may be subscribed by individuals, and 1,000
‘Ordinary shares of a value of Rs. 10, which are reserved for Societies. As Societies are required
to subscribe shares in a certain proportion to their borrowings, the number of Ordinary shares
tends constantly to increase. On both classes of shares it is the ordinary practice at t‘;he start
to call up only 4th of the nominal value and so far no bank has called up ‘more than 2 of 1t.
The-sharesin nearly every case carry a multiple liability, that of preference share holders boing

| -usually double, and that of the ordinary shareholders varying from five to ten times the face

value, ‘ _

The individual Preference shareholders' apd the societies which ave or'dinfxry sharehold‘elzs
.are each entitled to elect half the Board of Directors, and in addition the District or Sub-divi-
sional Officer is ordinarily a Director. The area covered by a Central Bank is never greater

 than a eivil sub-division, and on May 31st only 8 out of 21 districts had Central Banks.

In one or two banks a Manager is employed, and in some others there are paid Assistant
Seceretaries, One of the chief duties of these officers is inspection of the affiliated societies.

: S P Lo :
" A sufficient staff of Inspecting clerks usually 1 to every 50 Societies, 18 maintained. The
uexpe)izes of mana,_g'eme?nt borne by the 12 Central Banks is Rs. 10,429 or 13 per cent of

their total working capital. '
12.7 dssels and Lialililics.~~The combined balance sh.eets of the 12 Central Banks stood
.as follows — L .

ci , 0. L : .
i ’ -v ‘ &).? ,. e «v NI e
CAssets. L0 T T " Lishilities.
N Rs. SR ER R RO
'(iash e "»‘86,33‘7 i ~Lo(a.x‘is z;lld dep(‘)sitisv froma n@h&riemibera o e e | 3,9‘8,686 '
Investments ° - ‘ ‘1'7,500 Lioans and deposits from s‘ociét’fes o » w | 39,636
‘ .Loa.né dueyby societ}xes : - '(‘?‘,31,523 Loxxys and, deposits from @e;nbfrs .,..’ o v - 2,34,407
Lotoress duo by socetios o | V0S80 | Sharo capfal et e C ] L
Value of stock i e ol 3,87 5 Intemsﬁ and inidendldue to societigs e 19,092
" Other items e 4,311 || Cost of management due - s 69)
‘ ‘ ‘Other items e v . 2846
Bes;,rve Fad . e e 1{,563 |
) ’ Total, e E&&)&w .
o Profit .. | +284%3
omgal | 8o3am] B 7 S 853426

S ttion of Capital.=~The total amount borrowed by the Banks is Rs. 6,72,729. The

13 6"?35\.?111”;r :a?:l?eo‘ll;g;rlzfe funds, but excluding building funds, ete., constitutes 19 per cent of
share capt & p])e osits are raised locally and Central Banks on entering into relations with the -

this amouf, nk ;fs a rule are required‘ not to-accept deposits from outside their own districts,
Proyincia gmds of primary ‘Societies-are not ordinarily deposited. in the Central Banks. The

46
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usual rates offered on deposits are 7 or 71 per cent, All deposits are arrﬁnged to mature on
May 31:t, and are taken as renewed unless notice of withdrawal is received before Mareh 31st.
‘ 14, Zmployment of Capital .—Loans are g‘ranmd to Societies but never to individuals.
The amount outstanding with them was 1?5. 7,31,523, and the rate charged invariably 124 per
cent. Of the total amount due from Societies Rs. 33,703 or 4'5 per eent are shown as overdue,
Loans are granted on bonds in which the instalments of repayment arve fixed. The average
period seems to be from 3 to 4 years ; and is varied according to the purpose of the loau. °

15, Reserve Fund.~—Apart from the profit for the year 1913-14, the total reserve fund
is shown as Rs. 14,863. A large part of it is invested in the shares of the Provincial Bank
and the intention is that it should be held separately from the working capital Central
Banks do not grant cash eredits to rural Societics and have made no definite arransements for
the provision of a finid yesource. o ’

16. Saperfluons Funds.~When funds are received which cannot be immediatelv utilised
they arc generally devoted to reducing the drawals on cash eredits with the Provineial B:mkx ’

17. Devision of Profits.—~The universal vate of dividend is 92 yer t. Th .
dividend equalisation fund or contingency fund; but in some B o Ce:: f have boon
sharted, agencenting Ke. 7,169, g anks building funds have been

18. dudit and Supervision.—All Audit is carvied out by the Reeist ;

¢ 3 0 rar d
%ndt(,in%al 1lj:mks lare cons.timﬂy;fmspected by the Registrar &}lrld the De;ut.\l' l}{ezl;stra}?s S&F&
entral Banks employ a paid staff for supervision but they have nothine t i )
audit of their affiliated Societies, ¥ fave nothing fo- do w.l th the

V.—~UNITED PROVINCES.

A —PROVINCIAL BANK.

There is not at present any Provineial Bank in the United Provine i
. . L ) , es, 1 .
local diversity of opinion regarding the advisability of starting such a Bank:dm there s some

B—~CENTRAL BANKS.

' ©
1. The System in Force.~There ave 55 Central Banks; those in %

e 1L ¢ ‘ ol Zofiet e d v Oy .

spoken of as ¢ district ”” banks and the vest as “central ” hanks, Twe‘g‘:y:(:)f th;z él;}?izf‘l& e

a position of mntn‘al. independence ; but twelve banks, mostly at“district Headquarters ha‘vg('cgp} i

ycentl;al ?a"ks, 23 in nu.m!oer, affiliated to them and dep&ulcnt on them for su (;»t O?E ) o
9;7;10 Ip;;lmia:ry Cfﬁht ?ometles in the Province, 2,497 are affiliated to one or olt)lll)ell- of tl t}\_e

central banks, ‘The district banks ordinarily deal each witl g 1e 99

smaller areas, or tehsils, Y chwith one district, and the others with

There is no bank between the district or central bank and the primgry  societi .
the cases above mentioned wheve a “central ” bank is subordinate to a “jdis:oricz ’l’e% Oxcept‘m
eredit of the societies ix assessed by the paid staff of the central bank and by honor: 'ank, e
and except in entirely new aveas the same agency sees to the supervisiony of ew(',l;ly Workers
starting of new societies, Central banks are not “formed until & suitable nun ‘blh‘mg‘) de the
ioelletles arc in existenee, which can be afliliated to them. They reeei;'e lognzlf;?(fmlg{n;a}"v

e 'y K 3 H B N I . - strict

anks up to from 4 to 10 times the nominal value of their shareholdinig in such banks, et

R. Constitution and Management.==In 41 out of the 55 b ;
. . p . anks, both ind; ridual .
ties are admitted as shareholders. Asa mal istri o 3 Widuals and socie-
ot h rule the District Officer is the President of g districet

© . . )
In 14 banks societies alone are sharcholders.

Tndividual shaves are in most eases fully paid up, there being: a reserve lability i
the older banks on such shares. Societies’ shares in most hanks carry a yeserve ]ia%i]l}(l; some of
[e b ) ‘-.

is no system of guarantors in foree. There

In the banks where socleties alone are sharcholders. the Mahace C
hand.  Tn banks where individuals also are sharcholders. of the . gement 15" entircly
the byelaws, usually agquarter, are representatives of the societies. The per.. .
by the individual shareholders, _ The directors are generally pl’Ofessi(;ml © temmnde
fandholders and retired or active Government servants and they },’“,:3 umlc 31 sich as Jawyers,
field staft costing Rs. 1,06,271 per annum which is somethine ].os;t] > under them an office and
per bank and represents 1-8 per cent of the working eapital. & Jess than Its. 2,000 per annum

in theiy

v are elected

divectors o Proportion fixed by .
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Some of the olde¥ central banks are converted town banks or ietie .
over the loans issued to the latter by Government under the %rebgrllu;ggfpi.{)()f :fg tqo(l;
Rs. 52,000 altogether in June 1914 under this head. No loans are ordinarily l'ahte(:]“ le)a
Government now. In view, however, of the difficulties occasioned by the war followif a sey oA
drought and famine in some districts a special loan of Rs. 3 lakhs was sanctioned by Ggremi \er:
in October 1914 and of this Rs. 2,565,000 were utilized and Rs. 1,76,000 had already been rén el.ld
on the st May 1915. & becll repat

3. Assets and Liabilities.—The combined balance sheet of the central banks for 1913-14

was as follows : —

Assets. Liabilites.
Rs. | T
Rs.
Cash in hand and at Bank 3,063,842 || Loans and deposits from non-members 33%1,065
Investments (Government Paper, Post | 3,84,553 || Loans and deposits from Central B
e Jot Stook ral Banks .., e | 7,50,000
Banks approved by Registrar and Loauns and deposits from societies
a small amount in other Co-opera- 22,837
tive Banks). Loans from Government ... 52,487
Loans due by members ... oo | 3,36,778 || Deposits of members 6,63,431
Loans due by societies .. 47,96,808 |} Share Capital 6,30,631
Interest due to Panks ... 1,98,311 |l Interest and dividend due by societies 1,21,596
Stock in hand 14,896 || Cost of management due ! 3,789
o ,
Other items 80,118 || Other items .., ( L7817
Reserve Fund | 3 11477
Total - | 6035130
Profits " 3+1,40,i;;
Total o | 6175306 | Total '] 61,75,306

4. Composilion of working Cllﬁwal-_"The share capita.l represents 10°4. per cent .
liabilities. 'f\s ‘member-societies are paying the calls on their shares in half yegrly instalr(;lfexgse
the share capital is gradually increasing even in older banks., A class of capital known ag
debentures at 54 to 7 per cent 18 foun(} in some .banks:, but these debentures are redeemable after
5 years and having no mortgage security they differ little from long term deposits.

. D ; idents in the £ rati :
Deposits are obtain mostly from res: area of operations of a bank but outside
deposits are also mcep_f:ed- Deposgts 1.'ecewe'd from all sources are often for the harvest (8 montllns)
or one year (ending with a harvest); including debentures 42 per cent ave for over a year, and the

rates vary from 5 to 7 per cent. ‘ '
_ ans from joint stock banks are a'pphed for when occasion re nires, and are given in

formI;g cash credgts. For instance, gredlts of Rs. 1'55 lakhs have begn sanctioned ingt'ihis waytll)];
one branch of the Allahabad Bank to four banks besides transactions with other branches of this
bank : Rs. 10,000 by the Oudh Commercial Bank, and Rs. ’40,0(?() by the Benares Bank. The
banks as rule can demand repayment at three to six months’ notice and repayment can be made
at any time at the discretion of the qentra,l bank. The.rates vary from 6 to 9 per cent and no
speciﬁed portion of t}lese advances is eax:marked for fluid resource.  The advances are made on
the pro-notes of societies oron fixed deposits : on the foym.er a 25 per cent margin is required and
on the latter Joans are made up to practically thﬁ full limit of the deposit. In making these
advances the joint stock banks deal direct with the societies and act on their examination of

balance sheets and not on any recommendations made by the Registrar, though his sanction is

necessary. . qes " . .
oans to individuals are now discouraged and practically all

; Capital —L
5. Employment of Cap Y to oi ged
: only. In granting loans to primary societies the central bank
loans are made to societies only ised annuallys  These credits are usually 50 to 75&})&5.

, £ normal credits rev o . Dl
B e ol e e Y
cen

he 1 dits are in the case of occupancy tenants a multiple of 3 or 4 times the
many f]lstnc;s ]ﬂ;ejleorfllseqigl others the earning capacity, rental and current needs of the
rent paid to the ka into’ account. 'The principles guiding the fixing of normal credits are
members are ita Ifll o ar but the actual details are fixed by the banks without his instruction
approveq by tlj? ) 98-1“ 5 s is checked by the departmentf%l officials and the banks’ own staff.
and the 1s5u€e.0 the 03 wocording to the purpose for which the }oan 1s required and the Joans are
The periods are fixe - bonds are the only security taken and the average rate of

. onts. Pro-notes or ( v
in instalment dits are not given by central banks to societies, unless

d is 12 per cent. Cash cre

. repa,ya.ble
te to make a separate application for every loan without difficulty.

interest charge
they are t00 remo
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Repayments ave generally after harvest and usually punctual, exeept in the case of a very
few old-type societies. Where forced to rceover by process, central banks have preferred to
realize through the law courts rather than by applying for liquidation,

6. Reserye Funds.—These represent 3+1 per cent of all liabilitics and with the share capital .

added 15°9 per cent of fotal labilities or 159 per eent of borrowings including interest due, = A1l
Banks have also contingency or Bad and Doubtful Debt Fands,  More than half the net profits
goannually to Reserve Funds and they are rapidly growing.

There is no general rule for the maintenance of fluid resource and the eash eredits with
joint stock banks* are exceptin times of stress seldom fully drawn upon. "he reserve funds
of eentral banks arve deposited with joint stock baunks or held in Government Paper and in
other forms outside the movement, approved by the Registrar, and at times with the previous
approval of the Registrar ave regarded as sceurity for advances,

7. Superfluous Funds.—The slack seasons are June-September and Novembep-F
Deposits are not accepted if there is no opening for immediate investment,
joint stock banks arc reduced or paid off when realizations are made.

ebrnary.
Overdrawals from

8. Division of Profi's.~Dividends on shares ave limited by the Tocal Government' to 10
per cent, or in some cases 12 per cent, and the actual dividend on preference shares is ordinarily
7 per cent, Many banks have good buildings and others are aceumulating Building Funds,

0. Audit and Supervision.—The andit and supervision of societies under central banks

«done partly by the Government staff and partly by the staff entertained by the central banks, "

The audit of the central banks themselves is done generally by the Government staff, but

in some cases outside professional auditors have been employed, with the approval of the
Reqistrar, :

VI.—-PUNJAB.
A—PROVINCIAL BANK.
1. There is not at present any Provineial Bank in the Punjab,

B.—CENTRAL BANKS.

2. The system in force—There are 38 Central Banks in the Provinee and the
of affiliated societies (by which are understood societics in the safe Distzict as a O t'ri\lmber
which borrow money from the Central Bank or have shares in it) is réourned at i 0 Oe‘;l ra Ba.nk
1,886 are agricultural credit societies. The Central Banks DYOper serve, exee )t”i '%Of which
the area covered by an administrative district, while the ¢ Unions ’ (sce b("lo{v) ld,, 1“ our cases,
of varying size, arbitrarily selceted. eal with areag

There is no intermediate link between the Central Banks and the societies, The (1
Banks proper give out loans to socictics on the recommendation of the Re:’:istr e ,(.irntrgl
recommendation is in turn based on reports made hv Sub-Inspeetors and Illspgzt'or: ' aiil this
up rough estimates of the value of the property of societies and worlk * generally O’nw O_dra'w
information. The power of recommending small loans direet to the Banks hag been dl))lelsona,l
to Sub-Inspectors and Inspectors. Inthe case of the ¢ Unions’ the Uniop itself decid N t}’}g‘ated
to make a loan to a society, acting either on its own local knowledze or o the ]c{S o eth?r
advice. Supervision of societics is carried out to some extent by Directoys. fem's frar’s
Banks and by Members of the Union Committees, acting usually ag Iv{onol.an_ S bO Central
but the bulk of the supervision rests with the paid Inspecting Staft, ow chfie;'u -Inspectors,
spontaneously in imitation of existing societies, not throngh the g (1 es are started

. . . geney of th -
and Central Banks are not formed until a sufficient clientele of village Sociitgzllitslzl] Baxllks. s
; St S0¢ ready in

existence. ’

- 3. Constitution and Managemen!.~—The Central Banks arve of two elasg
Central Banks proper in which individuals hold all or most of the shares alli;les
Banking Unions in which all the shares are held by societies, >
former class and 20 of the latter. Qut of the 18 Central Banks th
ave at the present time admitted as sharcholders, 201 societies h
individaals. There is no special class of shares set apart in th
some Central Banks a number of ordinary shares are reserved for
in others it is open to societies to purchase shares or not ag t

(,‘ ;;z'tzl.l, (‘z) the
1) the v

There are 18 b:mkbs (:)?fllttl}?é
ere are six in whieh societieg
olding shares against 1 493
ese b:}qu for societiog b\it Li"
dequisition by gocjeties a.nrti
hey please in their indi\'ridua,l

®*(N.B.—The circumstances of the winter of 1911-15 were exceptional. It is hecause T
Provinces do not in normal scasons utilise the cash credits granted by joint stock haﬁks

1o grant them,)

central hapkg in th i
that the lagter are so iel[\iéléuﬁ
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capacity. The number of societies borrowing from or holding‘ shares In the first class of"
Central Banks is 1,121 and in Unions 771. ’

All shares are ordinary and in Unions they are fully paid up from the beginning.

The Committee of Management in the Unions is composed entirely of societies’ representa-
tives, but on the Central Banks proper there is no special provision for the representation of
the societies. . The xeal work in the Central Banks is done by the Managers, who are usually
local professional men of the middle class working without remunecration. The banks have no:
inspceting staff under their own direction but contribute to the pay of the ordinary inspecting
staff. The total cost entailed by establishment and contingencies is Rs. 11,944 or 29 per
cent of the working capital. No Government aid has been received by these societies until.
the beginning of this year when a special loan of one lakh was distributed among 6 societies in
view. of the stress caused by the war. - Of this loan Rs. 2,000 had already been repaid by 1st
April; ‘ ‘

4. Assets and J’r/ivll])‘l.ligl‘{,’s.—"[‘he combined balance sheet of both eclasses of Central Banks
i for 1913-14 was as follows :— . ' -

Assets. i Liabilities.
— ‘ f ‘ . { ‘
‘ Rs. o . ) | Rs.
C@sh.in hamdaud at Bank . g A 2,20.951 | L;fﬁus and deposits frém non-members ... ‘,._ 18,24,672 ‘
_,I.i;vé;gtn;él'l‘fé : .. ’ e - 139‘§L : p()alls ﬁgd dep(‘»sit_s from other sjocieties" 5,06,;))59
' Lmﬁs"d&a;lhy societios o~ ... | 4020722 Dépbsité of members ahd mémbe; societics + | 11,69,369 -
Inforest due from debtors ... | 65,824 Share Capital L w .| 610476
Stockinhand ** .. ., 1456 Dividend aid i#‘terést‘due‘t(»‘éi-édit;)rs'_j.;.'i; R :S4‘,6’}2‘
Oti_lc‘r 1t\ems ] - : ;“ 268 ! b(\n‘st of )‘{ﬁ.x‘]a.gemeut aylé e { ‘ ' o . 2,007
o - ' , {“O‘t'hgi"i‘t.ems‘ ...‘ ) ,\ : : ' ; . i . 1,218
' : Rese“r\'e‘hl’u.nydz-y PRSI " S 3 i \- ...~:’ 33,358‘
e ‘ Tl | dzaLgel
ol  Frofi oo | +00458
‘43,32,13;,(‘%‘ Total .. 332185 -

S ”:' ; C’o“mpomno“q[)‘)’?‘@@”y" ]nal—nT‘he share ‘cap@_tal‘ represents 13'9 " per cei;t' on thé‘; )
‘ ‘“‘halglht;es‘: ; the' percentage *in ?ﬁhéx_(}eﬁtm_l;{]i@,n‘lgsj ‘of, the, first class being 20°8 and in the -
_Ur’;v.mnsv_lil\‘i()‘.; lﬂ‘hergﬁ.;fe'ﬁ@'gebe; bures.. : S S T T

.. The deposits: are largely, - but nbt+ entirely “Tocal, : beinp ‘mainly” Supplied ' by the ‘middle: ...
Olasses.  The reserve funds of societiés are not deposited in the banks ‘except so far s ‘they are’ .
“invested in Central Bank shares. “The periods for which~ deposits are receiyed vary congider-* .
~ably but the ordirary rate of interest is 6 per cert. In the large Jullundur Certral Bank W
‘44 per cent is given for a six months deposit. and an extra 4 per cent for each’ additional” -

. six ‘months up to a limit of 6 per cent’; and this'is probably the most, favourablerate at. which

. money ‘can-be obtained: . S e Sl .

T Tioans, age-taken by several banks irom the Bank of Bengal, the Alliance Bank of Simla
--afid the. Allahabad Bank, the sums at present. outstanding from the three banks in ' question
+ being ¢ Rs. 5,083,224, The advances from the Bank.of Bengal,and Allahabad Bank are 1in, the "
- form of eash  eredits : those from the-Allianceé Bank in‘that of 'definite Joans. The Bank -
of Bengal requires as security a bond and: a' deed; of guarantee from two.or more approved -
.;sureties, the Alliance Bank advances ‘on-the 'security of two . or, more names, and the
# Allakiabad - Bank on the bonds of village societies. ' The 'rates charged by the banks ate .6
“.per oont to 7 per cent and in’ the caso of the. cash credits. no ixed. period”. of notics. is .

. ‘ . o t RPN
G and

; { LN

i
o
A

§

loyiment of Capital.~Lioans ‘are not now  granted to' individuals ‘by ady of th
itial Banke -buit ave advanced to societies only.. The “credit of .societies is ' assesded
the miander deseribed in paragraph 2 above. - N-society can take 4 loan  except with: the
¢ Begistrar’s  sgnetion. . \Consequently the Registrar or ‘his" staff. under ‘powers: delegated
“by. him e is; ‘responsible, for- .all. recommendations . for loats and the: Cential 'Bbnk |~

rely. -enquiteés intg and - more rérely negatives ‘such recommendations Union "may also -
yif it wishes) graii} a Toan o its vwn knowledge or enquity. - The. loans: are " genarally-for three
years, with or more fréqiintly ‘without instalments fox " repaymient,” The'Ioams._are secured
.bybonds. gnly, - mortgages, being gnknown, “and:the rate'is altways & pexioont
,‘are nob given to sociefiew ™" T T
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Loans are made for periods of one, two, or more usually three years, €ome Central Banks
require vepayment in six-monthly instalments. In the Jatter case postponcments are granted
when necessary.  When the period of a loan expires, Central Banks seldom require repayment
provided interest ix paid punctually and the working of the borrowing society is satisfactory.

7. Reserve Funds—-The Reserve Fund is at the discretion of the banks to invest
it as they please, and Rs. 13,964 isretwrned as separately invested, and this amount has
subsequently been incieased to Rs. 16,000.  Since the preparation of the balance sheet the
total reserve fund of all banks has risen to Rs. 55,779. The reserve fund, as entered in the
balance sheet, together with the share capital represents 18 per cent of the liabilities on
borrowings (including mewmbers’ deposits).

S. Superpluous money —Repayments of loans are almost invariably made at the two
harvests, viz., in June or July and in December or January. Fresh loans also are usuall
taken at the time of harvest, though money is also required at different times throughou){r;
the year. There is no pronounced slack season.

9. Division of Profits—Dividends on shares average 10 per cent in Central Banks proper
and 8 per cent in Unions. They are subject in either case to a maximum limit of 12
per cent,

10. Audit and Snpervision.~The Government maintaing an auditing staff of 19 men
costing Rs. 8,468 per mensem and the societies maintain a staff for sapervision consistin
-of 29 men at a cost of Rs. 1,060 per mensem. g

_The Central Banks which had previously been andited by the Government staff were
audited last year by two outside auditors, one of whom was licensed under the Companies Act

VII.—BURMA.
A.~PROVINCIAL BANK.

. 1. The System in Force,—The Upper Burma Central Co-operative Bank which v
in October 1910 is not in the strict sense of the term a Provincial Bank but it fulfils ma; £
the functions of such a Bank, It supplies money to two Central Banks in the Pakkokll:y Od
Minbu Districts, but outside those districts it deals with the Societies. Some 900 Societiesaaﬁ-e

. affiliated to it and its operations extend to the whole Province.

The credit of the Societies is assessed by the Societies 3 ; oo s .
There are 90 such Unions to which all but 206y0f the Sociei?esniln Elllg T;:ox}{ig?::rn . Ur_uons,
A Umon as a rule _consists of 5 to 35 Societies within & maximum radius of abari ‘f]'Sﬁiha,‘ted'
It 1s managed b.y (1) a Committee consisting of the Chairman and one or more Vi((:)u Ch _mlles
(i) hy.the Un)wn General meeting at whick each society is represented by t o d ‘c;-lrmen,
Its objects are firstly mutual inspection and assessment of credit, and secondlJ ;v;lot ele gates.
antee. The means by which the first object 1s secured are (a) by the emplo nylentufua I,I,Ou_a,r-
clerk, generally not a whole-time employee drawing Rs. 5 to Rs. 15 per mZnth ’&?h a (Ilnon
1t 1s to keep the Union accounts and records, and to train and help the Sec’r(:t ose dut
SOCletl-e? in the Union, (5) by arranging that members of the Union Committee shoa‘f(lie§ of all
and visit affiliated Societies, by giving wamings and by issuing any genera) 1'e0'ul;t' s Tt
seem desirable, (c) by contributing towards the maintenance of arUlthion Ins et(’:tor lOns}:;hIat
time officer on about Rs. 50 per month, serving 5 to 10 Unions, whose businessp it is )ta,'w ot
Societies on the spot, to help in corrceting faults, and to send inspe'ction not ’ ;nspect
Union Cqmmlttee for their information (4, by considering indents for loar e;s o the
liated societies at a Union General meeting and sanctioninzr such ‘lonns as ):n I'on}rll o
may appear to thg meeting to be suitable. The Unions do not themselves hand] each cage
Funds for the maintenance of this staff are obtained by levying a Union rae veh.a.ﬁy cagh,
from 4 to 12 annas per cent per annum on the working ¢ i b o varles

) : : apital of constit leti

Mucua;l‘ ﬁualalltee 1s eﬁegted !oy the rule that all Societies constithting the Uniorl1 ?ﬁzﬂsf?ec lle'tllfls.

for any default by'a, Society in the repayment of a loan recommended by the Union tola’che
e

extent of the maximum amount of loans from non-members held by each of them in the course

of the preceding year. All applications for Joans pass through the Unions to the Registrar who

can check their diseretion and see that such Union gets its fair share of funds available in the

L]

The Provincial Bank exercises no audit is i

.l ¢ 1 1L or supervision. - New Socjet] arte
axisting Unions under the auspices of the Unions, }and s e started

in fresh areas undey the control of the

vas registered

 Bad Soceties are liquidate

"the share capital subscribed

within ; profits'go annu_ally to Reserve
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2. Constétution ‘m\j Management.—The 900 Societies hold 1,361 shares and 437 individual
members hold 1,250 shares. The shares are of Rs. 100 each the former elass being half paid and
the latter fully paid. All Societies can vote as shareholders at general meetings and all Union
Chairmen (some 90 in number) are ez-officio members of the Committee. The Directorate con-
gists of the individual shareholders and such of the Union Chairmen as may be at Mandalay, The
current work is done by a paid Manager, a European lawyer, on about Es, 1,000 per mensem
with 5 clerks. There is no field staff and the management altagether costs about Rs. 20,158 per
annum or 8 per cent on the working capital. The Bank receives no subvention from Govern-
ment.

3. Assets and Liabilities.—The Balance Sheet on 31st January 1915 was as follows tm

)
Assets. ' 't Liabilities,
{ Rs. ‘, Rs.

Cash in hand . 52 || Paid up share Capital, Individuals e | 1,235,000
Loans to societies ... | 20,94,250 || Paid up shares Capital, Societies 68,150
Tnvestments vy oo | 3,07,488 §i Fixed deposits .., . | 2073619
Interest due 66,424 || Savings Bank deposits ; 1,61,812
_ Cash credit with Central Baks ... 79,901 || Iaterest on deposits 2 60,834
Cash credit with Joint Stock Banks 26,108 i} Cost of management due ... 1, 441
| Stock'inhand - - 942 || Other items L ge
: Other ite:ﬁs . 5,680 | Reserve " i 54,824
Ve
 Total . 29T
. U Profit w + 32,827

Total .. | 25,80,800 —————
. Total o 25,50,800

i :

4. Composition of Working Capital.—The paid-up share capital represents S per cent
of the liabilities to depositors and Joint Stock Banks. There are no debentures nor are any
proposed. ‘ ;

"~ The deposits arexlargely from Ruropeans and from religious and other funds: and they

include } of the Societies “Yeserve funds which have to he deposited annually in the Savings

Bank Fund at 5 per cent. - The fixed deposits are from 1 to 7 years: 515 lakhs falling
due in 1915, 533 in 1916, 306 in 1917, 290 in 1918, 286 in 1919 and -80 in 1920, 52
per cent, of these deposits are abt 7 per cent 25 per cent at & per cent and § per cent at

5 per cent, the remainder being at intermediate rates. ‘
There ave arrangements with the National Bank of Tndia and the Bank of Bengal for

Joans on the security of Government paper when required. There is also a cash credit of

30,000 with the Nationt] Bank of India, secured by Government paper at 7 per cent.

: g ¢ of Capital—TLoans are not made to individuals but to Societies only.
The %nifu'fs ]l:i)yl’gezheif chijfaf meetings in March when the loans to be made for the next cultbir-
vating season are decided and repayments are considered and in December and January when
repayments due by the Societies are settled. Any Society classed as A by the Auditor (at
present 54 in number) can’obtain a cash credit and any Union of which the majority of affiliated
Societies have been classed a8 A or B (at present 4 or 5 in number) is entitled to receive a cash
credit which it may distribute to its members ab its discretion. When there is no Union the
Government staff makes the necessary enquiries and the Registrar indents on the Provincial
Bank for fands. No period is fixed for a loan but repayments are made according to the
repavments made under the ‘byelaws by members to Societies 'and these are careful}y checked by
thpe& Unions which are liable.  The proportion of amounts hitherto repaid by Societies to the

inei ank to the amount out on Joan on the ﬁrsfz day"of the year 1s about 45 per cenf, - "
" gll;?ll::;aslar}z at 9 per cent and -on promissory notes, it being tacitly understood that re-
' coveries will be-in accordance with member’s payments. « »

hiefly in March and are punctual. There has been no difficulty as yet. ‘
Repayments aro chie dy bly the Registrar but hitherto without loss to the outside public.

The Reserve Funds represents 21 per cent of the liabilities and with
s a::munf; to 14 per cent. Some two to three-fifths of the met -
Fund and are invested in Governiment paper.

8. Reserve Funds.
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In addition to the Rs. 54,000 Reserve Fund in Government paper, fhere are 24 lakhs addi-
tional reserve in Government paper and Rs. 26,000 in two Joint Stock Banks o the eredit of
the Provincial Bank : givng a total flnid resource (on 31st January 1915) of Rs. 333 lakhs as
against deposits falling due in the twelve months of 1915 of Rs. 5-15 lakhs. '

7. Superflnons Faads.—The slack period is March to May and superfluous money is then
placed in Government paper or in temporary Joint Stock Bank deposits. '

8. Divisivn of Profits.—The dividend in limited by the byelaws to 30 per cent but in
practice it does not exceed 9 per cent which is the rate at which loans are made to Societies.
There are no Dividend Equalization or Contingent or Building Funds: but there is a Bad
Debt Fund of 7,500.

9. Audét and Supervision.—The Bank is supervised and audited by the Registrar,and
by a firm of Chartered Accountants. These latter have also helped in the preparation of a
system of accounts. Weekly and monthly returns are submitted to the Registrar.

B.—~CENTRAL BANKS.

" {. Three Central Banks have been registered but only twoare as yet in working, vsz., those
at Pakkokuand Sagu Salin. These are managed on much the same lines as the Upper Burma
Central Co-operative Bank at Mandalay but only deal with one district each. The number of
Societies affiliated to these two banks is 197. Lo o

The Banks deal with their affiliated Societies through Unions in the same manner as the

Provincial Bank. -The Unions assess the credit of Societies subject to the Registrar’s control; . -

. and they also sapervise existing Societies and start new ones. - The Central Banks were started
after a considerable number of their affiliated Societies were in existence, and not in anticipation.

2. Conatitution and Managemert.~The Pakkoku Bank has 127 member Societies with one
share each and 43 individual memhers with 179 shares.. The Sagu Salin Bank has 70 mem-

ber Societies and 59 individual members. In Pakkoku, to take it as an example, there are .
1,000 shares of Rs. 100 each of which 500 are reserved for Societies : these shares are fully paid- -

up in the case of individuals and Rs 40 paid-up in the case of societies. There is one vote
for each share at general meetings and the directorate consists of seven individual shareholders

- together with all the Chairmen of affiliated Unions. In the Sagu Salin Bank there is also a

Council of Supervision. In neither Bank is there a system of Guarantors and neitheris in-

receipt of any State subvention. They have no field staff, but only a Secretary and-a small

clerical establishment. ‘ IR B P
8. Assets and Liabilities—The combined Balance - Sheet of the two Banks for . the 30th..
June 1914 was as follows :— o o e R

S e Et e Gt e

L?ubinf‘l?? '

4 B

|

" ,Asgets.‘ !
’ I
; S B ST -
Rs. : . . ‘RQ.
Cash in band and at Bank b 1,01,284 ‘ Loans and deposits from non-membhers ., » .1,3‘3,290
Tnvestments v 56 1] Loans from Provincial Bank L ST \1,75;926
‘Loaps due by Societies .,. v e | 8,28,112 || Loans and deposits from other Societigs i &, ‘o b 6,000
. Interest due to Banks .., 4,240 S Deposits of members' - R A 89,637
o Ol Shareepital .. o o L 53400
o LI T T .
:f Interest and dividend due by Banks . 10571 -
I Other items ... D e e 10
I Restrve Fand ... (L oo o 2,851
e v 4,24,664
5 \- f ‘ . + 6:027 -.r‘:
Total ;. (| R TN
. RS e ] 4,80,801 .

K

o, 4. Composition” qumi:z,‘w ;@pié&i%’l‘hﬂ o ‘

. & Compo Working Gap widuup sha
£ the liabilities to depcsitors and to'thie Proyitie Il’ ) E nd there are mo Debentures. . -

Wai ¥

ERRY

hiefly from Europeans : they include'also %6 per ceut of the reserve-fund of

. - s
4.0 v

capital _represents 2 1 per centl
* The fixed deposité in P&Eliokuf are Parﬂy}ocal,b\lt maml}’from outsids’ the . dlstrlct and‘
affliated Soisties.
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The deposits are from 1 to 3 years and the rates are annually 5, 6 and 7 percent for.1, "2 and 3
years respectively, but they ordinarily are kept about 4 to 1 per cent above the Provincial Bank
rate. In the Sagu Salin Bank the sum shown as fixed deposits consists mainly of one deposit of
Rs. 13 lakhs made for 2 years, and includes also 1 of the reserve funds of Societies which are
deposited nominally for 1 year. Of the fixed deposits 6S per cent are for over 6 months, 14
per cent for over 1 year, 7 per cent for over 2 yearsand 4 per cent for over 3 years, and
the rates of interest are as at Pakkoku. : :

There are no loans from Joint Stock Banks but eash eredits were given by the Provincial
Bank to the extent of Rs.2,10,000 (since reduced) on the security of pro-notes from the Central
Banks. The rate charged on the cash-credit is 9 per cent., the same as that obtained on loans
1o Societies ; this rate is fixed with a view to prevent the undue dependence of the Central
Banks on the Provincial Bank as they are nominally on an equal standing with it.

5. Employment of Capital.—No loans are given to individuals and loans to Socicties are
given on the same system as that adopted by the Provincial Bank.

6. Reserve Funds.—The surplus assets are still very small and ave used in the business of
the Banks.

For fluid resource the Banks are dependent on the Provincial Bank which covers with cash-
credits the deposits withdrawable and also help when funds are not sufficient for loans.

7. Superfluons Funds—None are likely at present, but if obtained they will be used in
reduction of the overdraft from the Provincial Bank.

8. Division of profi's.—The same maximum limit of 30 per cent prevails as in the Provin-
.cial Bank, and the actual dividends of the last year were 11 and 6 per cent. There are no divid-
end equilization Contingent or Building Funds.

9. Audit and Supervision.—The Banks are supervised and audited by the Registrar and his
staff, and the Registrar receives fortnightly returns. In the Pakkoku Bank the Committee take
1t in turns, two at a time, to inspeet work monthly.

VIIL—CENTRAL PROVINCES AND BERAR.
A—=PROVINCIAL BANK.

1. The System in "Mqrez.~The Provincial Co-operative Bank of the Central Provinces
and Berar was registered in April 1912. This Bank is the final link in the chain connecting the
village co-operative credit socteties with the ordinary money market. Itis not intended to
supply all the capital required by the movement but to supplement temporary deficiencies
of local capital. Central Banks are not at present shareholders in the IProvineial Bank,
and they are free to deal with the Provincial Bank or not as it suits their convenlence.
The Provincial Bank does not handle cash, all money being received and disbursed on
its behalf by the Jubbulpore Branch of the Allahabad Bank. Cash credits are not
granted to Central Banks, but every application for a loan is dealt with on its merits by the
Directors of the Bank who have, however, delegated certain definite powers to the Registrar.
The Directors have decided that the maximum amount of financial assistance to be granted to
any one Central Bank must not exceed five times the Central Bank’s paid up share capital plus
its separately invested reserve fund plus the separately invested reserve funds of the credit socie-
+ties affiliated to the Central Bank. ~The office of the Registrar is at Jubbulpore,

2. Consiitutions and Management.~-All the shareholders are individuals, eo-operative
Central Banks not yet being represented. The authorised capital of the Bankis Rs. 7,00,000
(paid up Rs. 2,92,350) and consists of 600 Founders® shares of Rs. 500 each, carrying interest
at b per cent as a first charge on the profits ; and 4,000 Preference shaves of Rs. 100 each. On
the Preference shaves a first call of Rs. 5 has been made and paid up, the remaining Rs: 95
being an uncalled liability which may bz called up in two instalments within a period of
not less than five months. The Preference shares rank for dividsnd up 5 5 par cent on the paid-

up portion immediately after Founders’ shares. The holders of Preference shares receive 1

per cent on the unealled Capital of guarante: for which they are liable.  Thz Bank receives no
financial assistance from Government and is in no way guaranteed by it.

The Board of Directors ab present consists of eleven leading gentleman of the Province

-including the Lincal Agent of the Allahabad Bank. No Central Bank is so far represented on

the Board but several of the Directors are also on the: Managing Comumittee of Central Banks.

‘The office of the Central Bank is in the sam> building as that of th2 Registrar and the

Directors have delegated certain powers of exacutive control tths Registrar. Th? staff, which

-is a growing office staff, costs Rs. 2,500 and includes a Manyzer who is an Assosiate of the

’ 48
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Corporation of Registered Accountants (Glasgow). The Financial Commissioner, the Com-
missionéts of Nagpore and Jubbulpore Divisions, the Director of Agriculture and the Registrar
of Co-operative \Societies, Central Provinces and Berar, are entitled to attend general
meetings of shareholders and meetings of the Board of Directors, but not to vote.

8. Liabilities and dsse ts.—The Balance Sheet of the Provincial Bank as issued on 30th
June 1914 is as follows :— '

Lisbilities. ! Assets.

Bs. | : | 13
Loans and deposits from non- 4,99,791 - Value of investments e y
members. ' |

Leans and deposit from other socioties 36,142
Cash credit from Allahabad Bank 3,52,585
Authorised to Rs. 10,00,020
Share Capital—
Authorised —
600 TFounders’ shaves of Rs.
Rs. 500 each w. 3,00,000
4,000 Preference shares of
Rs. 100 cach o 4,00,000

Loans due by societies e . e 12,22,449

Interest due to societies ... T e 10,578

( Value of stock in hand ‘s s 1,220

—_—

Total 7,00,000

I

|

J
Subscribed— 11
654 Founders’ shares of :
Rs. 500 each . 257,000 4"
8,130 Preference shares of ,
|

i

1

|

\

i

|

|

l

|

Bs. 100 each 3,183,600 v Other items

11 ees |7 911

Total v 5,90,600
Paid up~
544 Founders’ shares of
Rs. 500 each v 277,000
8,135 Preference shares at
Rs. 5 each (Ist call) ... 135,673
Less unpaid 85 shares at
Rs. 5 cach 425

Iy
i
Total .. 15,250 :A"
|
H
4

ety !
1 Preference share (Fully

Reserve Fund, i.e., undis't.r.ibuted pr(;ﬁ‘ts 19,973 |
under Section 33 of Act IT of 1912.

Profit 21,121 |

Paid) 100 1 2,92,350 ,

\

Interest and dividend due |
by scciety ce i 28,961 1
Cost of management due e 3,005 |
Other items : 1,203 |

Total ... | 1253131 Total ... | 12,5511
: J

|

&. Composslion of Working Capital.~The paid up share capital represents 23 percent of
the total liabilities, There are no debentures, ‘
Deposits are received from all sources including some public instftutions,

received at 3 per cent for 6 months, 4 per eent for 9 months, 5 per cent for 12
over, and at special rates for long periods.

Deposits are
months and

In order to obtain a reserve of fluid cash, the Bank has obtained from the Allahabad Bank
a Cash Credit up to 10 lakhs at G per cent per annum on the security of the pro-notes of the
Central Banks duly endorsed by the Provincial Bank. The Cash Credit is understood to be
repayable within a reasonable period after notice.

5. Employment of Capital.—~The loans which are made by the P
Banks are used by the latter in supplying the wants of the credit societ
Cenfral Banks pay 7 per cent per annum for the accommodation thus provided and furnish
agreements and pro-notes to the Provinejal Bank. The Directors themselves fix the maximum
amount of money which may be lent to any Central Bank, and in arriving at thejy
they are assisted by the reports of the Provincial Bank inspecting staff and the ady;
Registrar,

Repayments are chiefly made after

6. Lescrve Funds—The reserve fund according to the late
per cent of the liabilities and it is invested in Government paper

The Bank maintains enough fluid resources to e
for at least 4 months in advance, these fluid resoure
- Allahabad Bank, easily realizable investmen
. Port Trust debentures, and by cash in hand,

rovineial Bank to Central
tes working ander them

decisions
ce of the

the harvest and have been very punctual,

st balance sheet rep

over all the obliationg of Central Banks

es are made up of the Cash Credit i
ts such as Government paper and I\liurgc?}})lalﬂcl)i

resents 18
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7. Supesfluous Punds.—The demand for money in the Cex}tml Provinees owing tp ag-m.:zd
tural c.ondiIZionq is fairly well* spread over the year and there is no marked period of 11n.f%ctn;1hy.
When money is in excéss of needs, it has sonietimes been lent to Co-operative Banks in other

Provinces. Y

: i e carri the Reserve Fund and
T ts.—~1In the first year all profits were carried to ¢ 1
a di\fi-de{l)(’lu(;;m; ;}{r I;Z?)ﬁt :vas declared in the second year of working. There is no maximum
limit preseribed.

9. Audit ani Supervision.—The Bank is supervised by its Directors, the Registrar and his
. nile 4 a2 B ) [
staff. Audit is conducted by a professional Auditor.

B.—CENTRAL BANKS.

; { snbr < 2,175 societies. With ver
%e 8 Forece.—There are 28 Central Banks ) and 2, : e

. ﬂé? ggszfﬁmtﬁ: soZigtics in the Province hold shares in th@ C'entral Banl\s un'dir‘_ “t hw%:1
few_exce.lli io Tach Central Bank deals with aspecified area which is somet1m§§ .a.’D1sl u(c) ff?lz d
t};e‘)ez‘irr(;ie‘s‘ a 'fahsil The Deputy Commissioner, and in s?(rlne casgs I‘;he tsub-Dll):xltSltO}?;e ofﬁcgr;
S0 i i f sholders and Directors ; ,

i i te at meetings of the sharehold ) i
also, is entitled fo sft and, vo i i ties affiliated to them. 'The assess
irector nks deal dirvectly with the societies : h
arenlltogf])tggtct:');git oq‘f‘hl:flalg3 f;;locieties is done by the Central Banks themselves. The Directors of

me

. . cetios. th
the Central Banks constitute, in fact, revising Boards of the eredit requirements of societies, the

i ir indivi : he local knowledge possess-
ieti xing the credit of their individual members. T T i
sgciftlii: lggliige%fxﬁlslgis obtained through their own staff and th:oilgh hgnorj;% ag(é;lxexﬁ , 3?5(:
a ieti sideration of income, rental, earning ca , st
i s are based upon consideration of income, rental, 3 )
dea.léng: th?h Sg“;;itlsi?gvision of gciéties is conducted by the Directors and their 1}:}1&1{?;{‘1:;
%(T)g t?ecw’ soct{ety is started unless the proposals have been enquired into by a Director wi
ledge of the locality from which the proposals come.
o

9. Constitution and Management.—On first starting work as teaching and financing

institutions Central Banks are composed of a small number of individual members. Member-
X

hip is increased gradually by the inclusion of societies. All shares are ordipary and are fully
sAat [=]

I i  guar is gi vernment. In all Central Banks a.
~paid up. No financial assistance or guarantee is given by Go

i ' i jeti t an illiterate

Tori i in the hands of -the affiliated societies. Amongs ;

- m.aJorliﬁly o Zﬁteiflicg?)‘:nt-keeping is done either by a small paid staff or by a sub ?oxixxs

Po'xé:;ﬂamt)‘nI)tixgc‘tgs Tor field work it is usual to divide up the area of operations into circle
mittee of Dir .

each under one Director.

8. Lislilitves ond Assets.—The combined Balance Sheet of the Central Banks for .1918-14
was as follows =— . ‘

.
DI S
v
Assets, s Liabilities.
Rs. . Rs.
d and at Bank 78,442 || Loaxns and deposits from non-members ., - | 6,438,988
h in hand and al o .- o
o ' 49,073 || Loans and deposits from Provincial Bank and other ; 11,97,672
Tnvestments o - ’ gocieties. .
8,799
Loans due by members - { e
due by other societies we | 24,62,829 1 Deposits of members . . | X
Loans due by _y )
l + due to banks e 39,472 || Share capital .., vee i 4,97,105
ne | | '
e o 6,384 || Interost ond dividend due by bapks e el 84033
k in h&ﬂd s are g . |
e 30,579 || Cost of management due 732
oy items s
oser Other items . " e 32, 49 |
Regerve Fund .. 20,230
J T ameran ]
!
E T‘)t&l s 2.6;21’678 4
" ?rofits S | $33,900
r ' ' .
o Total e | 26,75,578
Total e | 26,75,578 X ;
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& Composition of Working Capital.—The shave capital represents 18'0 per cent of the
liabilities. There are no debentures. :

Deposit-s come from all sources, indud.ing public institutions, but do not include any reserve
funds of societies. The bulk of the deposits are for one year at 6 per cent.

Central Banks may receive loans from the Provincial Bank but have no direct
dealings with Joint Stock or Presidency Banks except in Akola where, asa matter of conveni-
ence, a small Cash Credit of Rs. 10,000 has been granted by the Bank of Bombay on the
guarantee of the Provincial Bank. Loans of the Provincial Bank are at 7 per cent and are
given on the sceurity of the pro-notes of the societies.

5. Employment of Capital.—Loans are given to societies only and the credit of societies
is asscssed by the Central Banks themselves without the intervention of the Registrar. The
periods accord with the needs of the societies and the loans are given at 9 per cent on the security
of the pro-notes of the societies. Cash Credits are not given to societies.

Recoveries are usually very punctual, disputes being referred to the Registrar for decision,

6. Reserve Funds.—All reserve funds are permancnt and indivisible ; and while the indi-
vidual proprietary rights of Banks and Societics in their reserve funds are cavefully preserved,
a system 1s in foree which transfers all reserve funds as they accumulate to a conglomerate in-
vestment in Government paper. From this conglomerate fund the Governor of the Central
Provinces Union of Co-operative Banks has the power to grant temporary loans to the Provin-
cial Bank in case of need.  As all funds, from whatever source obtained, finally reach the hands
of the societies, the proportion which the total reserve funds bear to liabilities should be based
upon a comparison between the liabilities of the societies and the accumulated reserve funds,
Upon this basis on the 30th of June 1914, the reserve funds represented 46 of the total liabili-
ties of the societics. The reserve funds of Central Banks alone, with their share capital,
represent 19'6 per cent of their liabilities.

7. Superfluons Funds.—Owing to the system under which these banks are conneeted with
the Provincial Bank they have no superfluous funds,

8. Division of Profits.—Dividends on shares are limited by the Local Government to 12
per cent.  Some of them have small Building and Contingent Funds.

9. Audit and Superrision.—The audit and supervision of Central Banks and societies, apart
from Government Audit, is arranged for by the Central Provinces Union of Co-operative Banks
which was started in March 1913, and which works under a Governor (the Registrar being at
present Governor for life) assisted by an Advisory Council of four members. The Union
expenses are met by a levy of Re. 1 from each member of every society and the Union employs
a staff of 112 persons at a monthly cost of Rs. 2,868. Every society and Central Bank
is a memiber of the Union. :

4 -,

IX.—ASSAM.
CENTRAL BANKS.

1. System in Force.—In Assam therc ave two Central Banks, with a membership com-
posed entirely of individuals, one of which lends only to societies and one of which lends to
individuals as well. There were also, in February 1915, 4 Central Banking Unions on the
Bengal Pabna model with individuals as preference shareholders and 42 affiliated societies as
ordinary shareholders,

In order to assess the credit of borrowing societies these banks rely as a rule chiefly on the
recommendation of the Registrar which is based on (1) the report of the Assistant Registrar
or Inspector, who generally has direct acquaintance with the actual working of the society
<concerned, (2) rough valuation of the assets of members prepared by societies applying for loans
and veritied by visiting officers, the maximum permissible being one-half of the fotal valuation,
and (3} in 2 districts the recommendations of guaranteeing Unions on the Burma model
which at present comprise 47 societies. Propagandist work is done by the official staff and
by Honorary Organizers.

9. Constitution and Management.~The two Central Banks are comp .
of individuals holding shares of lg{s.' 50 each, on which Rs. 25 are paid up, Tﬁg;ega ‘(;zchi‘s;v;ﬂ%
loans to 93 societies but do not concede any representation on the Managing COmmi%tan ;3;
them. In the Banking Unions, which are still on a very humble scale, the céocieties ; %3 to
shares are authorised to elect half the Managing Committee. Their area of operati olding
sub-division within which they are situated. The two guaranteeinge Uniong I(’)n thomi; ig the
model are composed exalusively of socicties but have not yet had time to develop fell urma
of their corporate functions and responsibilities. P a 1ull sense
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3. Assels and Lz'z;bz'litz'es —The combined balance sheet of the 6 Central Banks and 3
gnaranteeing Unions which were in existence on March 31st, 1914, stood as follows :—

i

Assets. Liabilities.
e —
Rs. | Rs.
i

Cash in hand e ee 23,231 i Loans and deposits from non-members ... s 1,18,698
Tuvestments e e 1,450 | Locans and deposits from other societies 483
Loans due by members 24,886 © Loans from Government ... 280
Loans due by societies 1,238,328 . Loans and deposits from members 19,938
Interest due 8,960 | Share Capital ... 93,075
Other items 52 i Interest and dividend due .. 5,767
" Cost of Management o v 115

" Reserve Fund ., e 5,448

Total - | 1,75,807

! Profit 6,100

Total « | 181,907 ’l Total o | 1,81,907

4. Composition of Capital—The share capital constitutes Jth of the total liabilities.
The bulk of the deposits are fixed for 1 year and bear rates varying from 6 to 6} per cent.
The two largest Banks are in fact urban societies lending their surplus funds to primary
societies and this explains the very small extent to which they act as balancing centres for rural
societies. 'They have no connection with Joint Stock Banks and no cash credits have been
opened either by them or in their favour, One bank has taken power to issue. debentures re-
deemable in 5 years up to four times the share capital plus reserve fund.

5. Enployment of Capital—One Central Bank, that at Shillong, lends the whole of its
working capital (Rs. 78,816) to primary societies. ~Another lends more than half its capital to
them. The remaining Central institutions are so small as to he at present negligible. Loans to
societies are usually granted for 5 years and the rate charged is 9 per cent. The seeurity usnally
taken is a bond o: pro-note. Repayments are not on the whole punctual, and many of the
societies to whom loans ‘were granted have now been included in the Presidency of Bengal.

6 Reserve Funds.—There isno definite rule as to their investment ; but some Banks with
the approval of the Registrar have invested them in the purchasc of Government promissory
notes or in the debentures of the Shillong Bank.

7. Superfluous Furds—No special arrangements have yet been made.

8. Division of Profits—Dividends vary from 7 to 17} per cent and have not yet been
limited by rule. No building funds or dividend equalization funds have been formed.

9. Inspection and Audif.—AM aundit it is done by the Registrar and his staff, The guaran-
teeing Union maintain 2 Supervisors The 4 Central Banks cn the Paboa model are supplied
with inspecting clerks at present paid by Government but shortly to be maintained at
their own expense. No charge is made for andit.

X.—AJMER.
CENTRAL BANKS,

1. System sn Loree —There are 5 Central Banks organised more or less on one model.
They belong to the ¢ mixed” type which aims at including both individuals and societies
among the sharcholders but in only 3 of them have societics yet taken shares. On June
30th, 1914, there were 495 individual members as against 280 societies. Loans are granted
dircet to primary societics, the credit of which is asscssed on the basis (1) of the ¢ haisiyat ’
register prepared for each member, (2, of the recommendation of the Grovernment Inspector or
Registrar, and (3) the local knowledge of the Dircctors of the Central Bank. - As a rule-loans
are not given in excess of § of the estimated value of the real assets of all the members of &
society. Supervision and propagandist work are carried out entirely by the Registrar and his
official staff. '
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2. Constitution and Management.~All shaves in Central Banks rank i
as ordivary shares. Their value is Rs. 25 each, fully paid up. In all tgéesozogil;‘zieﬁooftég :
the minonty of the shareholders and inonly 2 Central Banks does the number of soel ’én
shareholders exceed 1. Arrangements bave been included in the byelaws whereby th " e
secured a fractional repiesentation on the Committee. Full-time paid managers a,t?; regy‘ ar((i
as soon as the volume of business permits of it. The total cost of mana.@emeat:ne'
Rs.2,940.  No field staff is maintained. The areas of the 5 Central Banks have notn yéz

been preciscly defined and cases occur where k i
o ere one Central Bank finances societi i
b ancihon y socletles afﬁhg.ted

3. Assets and Liabilities.—The combined bal : -
30th, 1914, as follows : — Honce of the Gentral Banks  stood on June

| - ——

Assets. ‘ " Liabilities.
-— e e W N~M
Rs. } hi?
8.
Cash in haund . 953,600 | Loans and deposits from non-members ‘ 1,562,386
Investments e 6,927 | Loans and deposits from societies k 20,658
‘ £l
Loaus due by members 56,057 | T.oans and deposits from Government ‘ ' 317666 '
" j 2 ‘o K
Loans due by societies .., e i 6,385,927 | Loans and deposits from members ‘ '4,08,013
!‘ . ed ¢d
Interest due 21,301 ? Share capital 1,22.975 }
‘ , o 2,275
Stock in hand v 278 | Intevest and divi ! : 7
" | st and dividend due -, C e 11,434
Other items w | Monagement duve
g
i Other jtems
| o
\ Reserve .3y
| 372
! e oirse
X Total - 7’,61'754'
Profit ' e )
' | . +28,026
Ly 5 3 i ‘ - -
Total { 784750 Total T an e
- { 7,84?780

e S

k. Composition.of Working Capital.—The share capit ;
working capital. Deposits are'/' reci:imd chiefly from ?1Ir)§;r11 ?e?ls%trl;:;i y
non-members and 6 per eent for members and afliliated socioties The ‘la.tes of 5
yeb suﬂioj‘lently financed to meet all their needs, and therefore the CentI;-I‘ B

- Ajmer Central Ban}: are not.called upon to serve vp to any matel T anks exeepting- the
centres. No- relations have been established with Joint Stods Ba,njcuab extent ag balancing
Central Banks have arranged with their treasurer to draw on him WhS) ll}f th? twox biggest

. The loan from Government shown in the balance sheet ve resents 1 Ellf ey find iy Necessary,
the Beawar Central Bank during the last famine. P 5 takavi distributed through

5. Bmployment of Copital.—Central Banks orant lamme <
at 9 per cent usually either up to $th of  the value ‘Etﬁg I(S)ﬁ:ls'e:o * deposi
been re_celve'd__fron} them or sccured on a’ mortgage of res] "01 Cposits that may hyve

,‘"caplt_al is utxhsed‘ in loans. to societies at 10 per cent, These :};.I‘Op erty, The bulk of théir
Registrar’s sanction for periods averaging 3 to 5 years, Owing ‘Sans are granted with the
- repayments Lave in several cases fallen into arrears, Last year 6450' th.e famine iy 1913-14
-0 societics repaid interest only, 140 repaid interest and part Of‘th 0 socleties repaid nothing
paid the full amount due. : TS brineipal, an .

: _per cent for
1Fmry SOcieties are not;

6. Reserve Fund—After carrying 25 percent b - (1
it e&etz ve Fund —After caz;‘ymg 25 per cent of - the
tvidend up to a maximum of 12 percent the, remainder

~ part of the reserve fund is usually invested in Government

Rl'bﬁts to re
1s carried
, ‘ promisg ofae
- 7. Superfluous Fm-zd:.-‘-_Loans are  occasionally ‘'‘made gny m")tés’ R
another. Cash balances in some cases are kept with the treasurer y\‘y one Central Bank to

serve and .declaming ‘&

 per cent, when they - excced Rs, 5,000 in ~imes T Who allows intéregt gt oL
Rahei Tyt exe R 00 § Jmcrh and at 8‘1)‘e1 cunt n - Beaway, Whena.)ihg;

8. Divisio of Profits.—The usual rate of dividend is 9

’ o of 1 . , or . o :
.- balance of profits, after (})aymg 2 bonus to the staff and other eliar;es,]v ?g 1(),5;11‘;‘;“1;; gtzid the.
A arried for.

ward or treated as ana

St

dition to the amount allocated to reserve

9. Inspection and’ 4udit.—~Both {nspection and

e . ) andit gy ‘ T o

. »h}s 1{1spect01§ or clerks. The st-affi‘ 18 af present under I'GOI'ga:Jis :giin('lone by thq Registra,r aahd' .
. The Central Banks of Ajmer and Beawar have gotlthei" 6;vn a;ldir'. 1 R
. - — e : ' 018 glso,
kL ‘———»‘_.______&_M, .

;;1 L (‘\(‘o‘am)'._m‘t}mcasc of the Ajmor‘l:eutrz.ll B».uk I
gﬁ%vgr‘,ccmmx ngnk Limited at G per cent to the extent of l;:

td., at 3% per celil: up to s,

EON

(_?I_ixiitul. o

~ viduals an
. been admitted firstly
' to start co-operation
‘ability needed for
. representatives of primary s

ent. . The 263.afiliatec

illiterate, These sociefies
. qnarter ‘will eventoa
-to famine is Chl%ﬂy
- and poverty and ince
" or @ society has:.1 vote
~ getieral management

' entitled to attend
e o btr’ which meets once a month, or more frequently, for the disposal of current

s about £th of the tota] - 5 g, Sources of Capst
B Souress of Y%

their individga) members.

29 socjeties -

1o reserve, and g large -

‘Thege are.3

. T ——
v the auoung f fhejy sharels’ooo' In the case of the

158
APPENDIX II. ,
DESCRIPTIVE NOTES OF SOCIETIES.

Thése notes are intended to give readers a cancrete presentment of the organi-
sation and working of @ few actual societies. The societies chosen for
description are not necessarily typical either of their class or of India

generally.

‘I._;grosthWa.ite. Central Co-operative Bank, Limited,
~~ Sihora, Central Provinces.

- ‘ 1. Date of Ig(:gislratc'on.—June 22nd, 1907.

o Constitution and Management—The membership is composed of 43 private indi-
2. w?(zftgggw:ﬁiliated socie{ies of the Raiffeisen type. The individual members have
because they are sympathetic local men whose influence was needed
in this backward and poor tract, and secondly to provide the business
the management of the Bank and not yet forthcoming among the
ocieties. There is ‘:ialpr?vlllsi0111J in ]the byelaws for the ultimate re-
T “uroc of all shares held by individuals, but this step is not yet thought expedi-
demptiod by \éoct‘?ifilifﬁe% primary societie); include a membershig of 5,2507 pers%ms Iax?ge)y
all lie within the Sihora 'Tahsil,lthe area to which the Bank confisies
1 . d iis estimated that of the total population of 2,04,869 souls at least ove
its operations, and it lﬁy be included in co~0pera.tiw} sl?)cieties. The. tract which is subject
dependent on  the wheat crop, its inhabitants are backward and primitive,
indebtedness are. almost universal. Every sharebolder whether an individual
only. The Board of Directors, which meets quarterly and’ controls the
of the Bank, is elected annually and consists-of 9 persons. -Any indi-
t less than 20 shares or any Chairman of a Village Society is qualified

- vadual holding nﬁe Deputy. Commissioner of the Distriet and  the Sub-Divisionf]l Officer are -

LN T
for election. all meetings of the Board and to vote. Under the general supervision of-

Managing Committee of 5 persons appointed by the Directors from among

ir OWII num L e . T T 3 i
gllesii :Ss' ~As -the- pumber of societies increases, 1t Is pmposed to appomt local sub—gomm:ttees

‘to help’ bhe_‘,Miiﬁag_it_lg ‘ Comittee;

’ al,‘-“—-[!i,‘vheﬁfuuds of the Bank are derived from the following main

Vo
(R [i2ad

Rs.

o e T e Co e 18210

Share capital R . N
R e 1129290

Déposits * o ‘ R
L"oans from Px;o%'mcial Bank ‘ S oo RN }.3‘3,403 :
i =m$é1've~.Flin& [ , e . ‘ , . “’b)v‘-} ‘
Total  * w.” 3,2L145

L e
Ve

Rs. $,820 hive been subseribed by societies, aud the remainder by~

Of ‘the share ,ca,ptﬂal' All shaves rankon the same-footing and are of Rs. 10 each fully paid-

‘iﬂdi"id',m’] mem‘::’ilusch carry “interest at 6 per cent, ave not received for Jess than 1 year.,
up. ‘DEPOS“"?{ it aceotmts, including several opened by the Court of Wards and’ publie
7 6Posiuéid Bank grants the Crosthwaite Bank a fluctuating cash credit, which,
bodies: T’h‘e, ;’x:ov to"time. but has never been less than 5 times the paid up- share capitdl
isrevised fmmtime o mueh ‘of the reserve funds of the Bank and its affihated societies as
(of the, Bank ps ted. ' The reserve fund is invested in Government promissory: notes.r
ig: se M?t‘téf;‘;;;’ﬁ:m’ﬁf@a' the Bank holds societies” teserves to the extent of Rs. 24,456, "
pplh et A sy eThe funds Cof the Bauk .are used exclusjvely.in financing’
e B ]lz,zﬁfoymzz{g{ %f{eges situated in the Sihora Tahsil. - Objec\hsfandf)fepa.ying‘;capa;;’
atilimited »CQE)PG& in fixing the instalmtents of repayment. Periods vary from:- 1 to.5 yeaxs,
ity ate cOnsl efe‘;low s -about Rs. .60:. The Central’ Bank {inds to sociaties at'9 per.cent;
and the: "af"".emg%d their members- at 1% per eent. - The maximum eredit: of each soclety
and they lend on "Ba‘ri’k" annually on a consideration 'of thie normal credits fized by the sopeties .
is ‘ﬁ']?e'd ngm&is The security. taken is the pro-pote - of the bowrbwing socisty. Co b
4 ¢.Lheir el ‘v;’:" o A . P TS AT R
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: o ,
4. Profits and Reserve Fund.—It 1s the practice of the Bank to carry more than the -

~ statutory minimum of 25 per cent to reserve. The dividend has for some years past been

declared at 6 per cent, It may not exceed 12 per cent without the Registrar’s sanction,
which can only be given when the lending rate of the Bank to the societies has been reduced

to 6 per cent, e , o
5. 8taff.—The staff is divided into two distinet departments, the first being used for
executive purposes, and the second for audit. The first section is paid for out of the gross
profits of the Bank itself and consists of—~

Pay.
Rs.
1 Mapager ... . «. B9 per month.
1 Inspector ... " o 3B "
1 Aceountant ... vee " v w35 »
1 Clerk e e o w 20 .
1 Daftri . e . 10,
3 Chaprassis ... o e o w7 each per month.
1 Chowkidar ... - e s e w7 f)er month. .

Total «.. 183 per month.

i

The following staff is maintained by the societies which collect Re. 1 per head from their .
members as an annual contribution :— T

Monthly
Pay.

‘ ’ Rs. -
2 Union Auditors ... e 30 each.
2 Peons T we 7% each.
1 Society Moharrir e . 20
9 ,,  Mobharrirs " ver el s 18 each.
1, Mobamit .. .. o . 16
2 Moharrirs s e wi e 15 each. .
2 Appreutice Moharﬁrg . o . '0 '15 each,

Total mouthly expenditure 4 907

Q

The Bank’s staff are engaged in the supervision and instruction of affiliated societies -

and in ‘the management of the Bank’s current business.  The Moharrirs  are secretaries

employed by the sceieties to inaintain their accounts by groups in the absence of litérate

loeal men competent or willing to do the work. .The Auditors work under the Provincial

" Ugion, and audit the accounts of Primary Societies. There . is -also stationed. at Sibora a =

Government Auditor who audits the Central Bank, and makes t8st audits among primary
- Bocieries. I R ‘

6. Special features.—The Bank has built itself a substantial ofhce out of its accamulated -
surpius fonds. It has made arrangements with a Calentta Company whereby it serves as
a depft for ‘the sale on commission of improved agricultural implements. A 'number of
independent’ Unions for the production and distribution of pure seed among agriculturists
exist in the tabsil. - The Central Bank serves as a link between them and the "Agricultural
Department for the supply of selected seed. : T

' II.—Meghaval Co-operative Credit Society,] Unlimited,

o . . Bombay City. . VeI
1. Dute'of Registration—August 26th, 1913.- . \ , |

_ 2. Constitution and Management.—The Society is organised on the Raiffeisen model

with some variations. ' Membership is confined . to sweepers, chiefly “employed by the Munivi- ’

pality, and resident in. certain -adjacent streets and yards in Bombay City. Members are *
: admjti:ed by the Managing Committee after very etailed enquiries into tiéir ind?btersn:;se, :
" earning, capacity, property, habits, etc.,and ar¢ united by ties of caste to -each’ other.” They: -
" now number 77, of whom™7 are’ women. The Managing Committee which’ meets 'a.bou{ L

" once a. fortnight consists of 8 thembers, who have made substantial deposite, and includes

+ the Secretary of the Society. . They are elected by the General Meeting, and w: 8. .
et soapat ot st f 1 o G 2k s

160
charitable persons who are not themselves members of the Meghaval Society. It forms
one of a group of similar societies formed among mill-hands and other artisans under the
auspices of the Debt Redemption Committee of Bombar, which employs and controls 2
Tnspectors for supervising the work of the group. As the members of this group of societies
are ignorant and indebted and belong chiefly to the depressed classes, they need constant
supervision and training.

. Sonrees of Capital.—The capital of the Society is derived from the following main
sourees :— . .

’ Rs.
Members’ debenture money w51
Members’ deposits 693
Non-members’ deposits . 15205
Loans from Gevernment . 500
Loans from other societies o 1,040

) Total 15,089

Lvery member is bound to take up two debentures of Rs. 10 each, bearing interest at
6L per cent and redeemable after 10 yvears. He may either pay the amount in full, or, in
order to facilitate thrift, contribute a monthly instalment of 8 annas. Those who have any
savings of their own may deposit them for periods extending from 1 to 3 years at rates
varying from 6 to 9 per cent. The deposits obtained from nom-members at similar rates
have been chiefly attracted by confidence in the close supervision exercised over the socizsty
by Mr. G. K. Devdhar of the Servants of India Society and the Board of Supervisors generally.

4. Employment of Capital.—The primary object of the Society is to free its members
from their old debts to their caste fellows and to Marwaris, Banias and Pathans, which
generally bear interest at from 735 to 150 per cent. The maximum amount advanced to a
single member is Rs. 300 and no case is taken up unless the income of the member is such
asto give grounds for presuming that the whole debt will be paid off in three years by not
more than 36 monthly instalments. Loans for the discharge of social and religious obligations
are given in cases of absolute necessity . provided that the total amount advanced in a year
does not exceed Rs. 106.  As the members of the' Society have little real property to offer as
security, the greatest Importance is attached to sureties. Three are usually requived for every
loan and one of these must usually be a near relation and the earner of a regular salary,
Interest on loans is charged at the rate of 18% per cent.

5. Profits gnd Reserve Fund.—~The whole net profits and all entrance fees are carried to
reserve, Before the mnet profit is declared 73 per cent of it is set aside for the encouragement
of education. o

6. Staff.~The Members of the Managing Committee, including the Chairman and
Secretary, work free of charge, but with the increase in clerical work it is proposed shortly to
give the Secretary some definite remuneration. In addition to the Supervising Committee
whose services are gratuitous, the work of the Society falls under the supervision of one of the

two paid Inspectors maintained by the Debt Redemption Committee of Bombay.

7. Special Featnres.—The Society forms one of a group which are under the special
care of the Debt Redemption Committee. A scheme is about to be introduced under which
every member will be required fo subscribe to an Lndowment Tunsurance Policy for Rs. 250
maturing in 20 years, and to pay the premia to the Society by monthly instalments. The
Society would pay the premia to the Insurance Company by annual instalments and would use
the interest accumulated on the money pending with it to provide free medical aid to members.
The scheme is intended to encourage thrift and to provide members with policies which may be
accepted as security for loans. A small co-operative store, for the retail of cereals and other
necessaries, has been started in connection with the Society for the use of members. ‘

Tantern lectures are given free to the members on popular subjects, and special facilities
jn the way of night schools have been arranged for them and their children by the Servants

of India Society.

)

III.—Tantabin Union of Co-operative Credit Societies,
Kanbalu Township, Shwebo District, Burma.

1. Date of Registration—May 22nd, 1910.

9. Constitution and Management.—The Union is composed of 38 rural societies Iying'f
within a radius of about 10 miles from Tantabin Railway Station. All carefully managed
societies within the area are eligible for membership. The ultimate control of the Union -

" rests with the General Meeting, consisting of 2’ representatives of ecach affiliated society .

50
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~ which met 5 times during 1913-14. Its business is to consider the, inspection notes of
affiliated societies and issuec any order that mav be necessary, to diseuss their general
condition, to regulate their credif, and to elect a Chairman and Vice-Chairmen, = The
~ Chairman and  Vice-Chairmen constitute the Union Committee, which deals: with all
current business, supervises the work of the Inspectors, requires 2 of its own members to
inspect every society themselves, and generally seces that the affiliated societies are carrying
out the Union Regulations. The Union area is divided into local groups and in each a
- -gmall sub-committee of 8 or 4 members under a Vice-Chairman has been constituted to assist
the Committee in its work. The objects of the Union are to train and inspect its affiliated
societies, and to have the borrowings of each of them from non-members guaranteed by the
remaining societies with which responsibility for the assessment of credit hes. The extent of

the liability of each constituent society is limited to the maximum amount of loans from non-
members held by it during the immediately preceding year,

5. Sources of Capital.—The Union itself is not a financing body, but levies a rate of
- 12 anmas per cent on the working capital of affiliated societics to pay its staff and to meet
‘contingencies. The Union has worked so satisfactorily that it has been granted a cash

eredit of Rs. 75,000 by the Upper Burma Central Co-operative Bank, and-within this Limit

-all applications for loans by affiliated societies forwarded and approved by the Union are
sanctioned immediately by the Central Bank without reference to the Registrar. The Union

itself holds no funds apart from those realised by the Union rate and takes no deposits
from outgiders. » ‘ '

4. Employment of Capital.—The societies constituting the Union are all agricultural
“.crediy societies either on the pure Raiffeisen model or on the model which requires members
to take shares of Rs. 100 each, payable in 10 yearly instalments. The total share capital
-of the borrowing societies was on January 30th, 1914, Rs. 9,490, The maximum credit of
,each society is fixed by the General Meeting, but each particular application by a society for
"4 Joan within this maximum is serutinized and revised by the Union Committee, before being
. transmitted to the Central Bank. TLoans are utilized by the members of primary societies
- for the purposes defined in theiv byelaws. They ave repagable either at harvest or within
. periods not exceeding 4 years according to rigid rules embodied in the byelaws. - Repay-
ments have in most cases been very punctual and in the few cases of delay the Union dealt
severely with the peccant societies., Recoveries, after deducting sums reguired for. small urgent
loans, are remitted through the Union to the Central Bank.  Societies obtain tunds from the
. Central Bank at 9 per cent and lend them to their members at 15 per cent, - Co

5. Profits and Reserve Fund.—The Union itself makes no profits and holds . no regerves.

The total reserve fund of the affiliated societies amounted in 1914 to Rs. 13,198, Tt s 4

rule that they should deposit % of their profits with the Central Bank in a Savings Bank
account, the remainder being utilised in the business of the societics. ‘ >

6. Stuff ~Inspections of affiliated societies are carried out - primarily by the Union

. Committee men who receive a fee of Rs. 2 per society inspected. The Union contributes

also to the salary of an Inspector on a consolidated pay and traveﬁlin allowance of Rs. 50

per month, who inspects and trains the societics constituting 6 Unio%s in the neighbourhood..

A Secretary is also maintained to write the accounts and to cfrry out any orders that the
Committee may give him. : o e

7. Special features.~The General Meeting maintains a very

~over the details of the management of all constitvent societies 1 it finds that the debts of the

~members of any society have increased or that the number of cattle or the amount of Jand owned -

By them is diminishing, it requires an.explanaﬁon- In cases” where the
_persistently fail to master the main prineiples of eo-operation, it takes special measures to instruct
““them or recalls the loan advanced to that socleby. 1% assists societies to arrange for the sale of

. their rice in Mandalay. All defaults or applications for exfensions are thoroughly diseussed in
the full meeting, : a :

members, of a . society

IV.—Lucknow Baraf-Khana Co-operative Dairy sogiety*
o : -Unlimited, United Provinces. S

. Y. Date of Registration.—;—'[‘he Husaingan]. Ghosi  Co-operative Crédih Soci t Y o
‘on eptember 14th, 1911 was reconstitute?l and registered under the above anf; zzg; ng.“d,
society on March 17th, 1914. The dairy actually started” operations in Decentber JQ?‘?

2. Constitution and Management.—~The number of members is 40. Ag a"ll‘)mliﬁcatiou
‘business of

for membership applicants must be owners of milch cattle and carry on the

‘the gale of milk and dairy produce in Lucknow. The Managing  Coramittee CODSisty of

‘members, of whom four are elected by the members and three* aye nomina,tnslsbs of 7
«District Co-operative Bank, Liwcknow, which finances the dairy, Among these 1 ite* 4 the
f,éﬁ)eputy Commissioner ¢f Lucknow who is the ezvoficio Chairman it AoTver 18 thie
%

&gtbeen appointed to ety on the qrdxnary a&lmxmstra@we ,'?0{1171‘01 of the q aiéy}l;al:‘l(izgdhe:-é% ,

v close and active supervigion

vheld not less frequently than once amonth. Up to Janvary 31515,'0)%?151“29; Meetlfngg‘ are
“daken place. A sub-committee of 3 members, presided over by M. ' har actings had

IS
'

-~ have become overdue. .

- buildings.

o 62"
“Held 49 meetings up to January 3lst, 1915. Every member of the society is required .
fo take up at least’ dne share and as many more, not exceeding 50, as the Committee ~
‘ may decide after considering his general position. Shares are of Rs. 20 each, payable by
* 20 equal half-yearly instalments.

3. Sources of capital.—The following are the main items which constitute the working
-eapital : — o ‘

Rs,
Paid up share capital 1,194
Toan from District Bank o 14140
Loan from Lucknow Muniecipality 6,000
21,634

As rega‘rds’ share capital, 441 shares have been subscribed and are being ‘paid up be
half-yearly instalments. The loan from the district bank is being repaid by monthly:

" instalments as recoveries come in from members, The society was lent Rs. 6,000 by the

Luucknow : Municipality at.5 per cent repayable in 3 years for the construction of suitable-

4, Employment of Capital—Cash loans are made to members at the rate of 15 per '

~ ¢ent, ‘chiefly for the purchase of milch cattle and fodder. Small loans are repayable by -

I

monthly instalments, and others according to their object and the condition of the borrower.
. Phe borrower is required to furnish two sureties and to sign a pro-note. :Lioans are ordinarily
“repaid- punctually, ‘but owing to the high price of food-stuffs prevailing last year some

1

The members bﬁy and look after their own cattle. They also buy their own fodder

'which is inspected by the Manager. In its corporate capacity the society has leased some
" pasture ‘land in .Lucknow itself for the use of the cattle kept in the dairy premises, and |

aleo last hot weather leased some pasture land in the Bahraich distriet to which dry cattle :
- were, sent. The Agricultural Department in conjunction with the Municipality propose

- ghortly " to start a sullage farm -in the neighbourhoed, and have promiseﬂ to sell’ fqddgr to -
. the dajry,g,t’ reagonable rates as soon as it becomes available. t ST T

oo

- Thé sociét‘y’ in its corp'oraﬁe_ capacity has also secured a convenient 'site for the dairy

- Yigar. the civil “station and cantonments, and has in’vested. about Rs 8,000 of its Wprking‘
e caLpiﬁaTin etecting” (1) a ddiry fitted with modern dairy z}pphances, together W}‘bh an
7 office room (2) two shels for the housing. of the cattle, which namber 214 and include
cows, buffaloes, and calves, and» (3) two rows of dwelling houses in which 32 of 'the

# embers” reside including both Musgl}lmans and Hindus. The cost of each houseis deliitgd{
:'ag aloan to the member occupying i, =a.nd.; when the loan is recovered, the house will®
i-hecome the Member’s private property. It is prO}})]osed as funds become available to bunild
Cm additional sheds for eattle, (2) qua,rﬁers for t

U
v

e Manager, and (3) a compound wall. - ..

5. Profils and 'Reigerve Fund —All animals are milked under the superviéioﬁ of -ythe“"
‘Manager. ‘The milk is received .direct in the dairy room at the rate of 11 seers per

i unee.  From there it is sold direct to ihe ‘public at 8 seers " per rupee as whole-
ill)k"oi‘ at 12 annas a pound as butter or cream, or at 14 annas apound as ghi. There
T‘f‘ﬁe‘ wboit 100 regular eustomers, both European and Indian. The rate of sale appro-

ximates to the: market raté as there is little. demand for milk at a higher rate. The

“total receipts on account of sales between December 1913  and January 1915 amonnted

4o Rs. 14,468,

The ‘milk is distributed by hand by some of the members who are remunerated"

at the rate of § annas perhouse per month. : ‘

. The society is one of ﬁnlimited liabﬂify. No dividends are to be paiﬂ on the shares’

e b for 10 years and after that period a dividend limited to 10 per cent will be"
gfi'mi?sxil’}:ﬁrfm ?Efxlly P)aid-up ghares, - At present all profits are carried to reserve fund, which -
3 4onmJuné 30th, 1914, amounted o :Rs. 835. " The: profits for the following 7 months ivere:

’ Re, 848.. ‘The reserve fund is.used as part of the working capital of the society. - . .+

6 St aﬁ.’-—(ﬁ A h;a,ﬁagef on Rs. 35 who has visited some niilitary dairies and B’een

* fpained in co-operative work, He lives in the compound and supervises the whole institution,"
N r = N . 12

| ) A whole-tirfie Accountant on Rs, 10
" pion

‘ 1_lhper5 moi)llil;h, (3) ﬁ butter maker on Bs,. 9 per.
- " alos on Rs. 6 per month, (5) 1 bhisti on Rs. 3 per month, (6),1isweeper !
gé (;,8-26 Ifea;‘e;l?)lsgh,, (7) 1 chowkidar on Rs. 6 per month, and (8) - about half, &' dozen -

on . hs. ~ TIpIC

0 ombers distributing milk at’ the rate mentioned above. - The total cost ‘of’ the staff is-
 ~bout Re. 110 per month. | | T

Cel
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6. Special features.~The dairy, being at the head quarters of the Province of Oudh
is fortunate in the amount of supervision which it receives. It is”regularly inspected by
the Honorary Manager of the District Bank, the Municipal Health Ofticer, the Sanitary
Commissioner with Government, the Superintendent of the Civil Veterinary Department,
and the Officers and Staff of the Agricultural Department as well as by the Registrar. The
Agricultural Department have put down a small silo in the compound to demonstrate
the system of ensilage, and have presented a bull buffalo to the dairy. The Municipal Board
has also given a bull to the institation. These two bulls serve only  dairy eattle, and a record
of thely service is reguiarly maintained,

V.—The Shankar, Patti Thakar, Agricultural Co-operative
Credit Society, Unlimited, Punjab.

L. Date of Registrotivn. -Janvary -4th, 1912, The Society originated in the partition for
an older society existing in the village since 1906 ; and confines’its area to a part (or ‘patti’)
of the Jat Sikh village of Shankar in the Distriet of Jullundur.

and unhiunited lability, of whom 62 are shavcholders, and 137, a relic of the older society, have
paid onlv an entrance fee of annas § per head.  The Managing Committee, which meets about
twice a week is elected annually, and consists of the President, Sceretary, Treasurer and 8
members. The value of the shares are payable by two instalments per year {one at each harvest)
spread over 10 years. At the end of 10 years three quarters of the accumulated profits are
assignable as bonus to the sharcholders, and the shares may be withdrawn.

: ) ) There is no Super-
viging' Committee or Sub-Committec; but the work of recovery is distributed by the Com-

2. Constitution and Manayoment. —The Society consists of 199 members, undertaking joint

1

mittee members amongst themselves,

3. Sources qf Capital—~The bulk of the society’s working capital is derived from the
following sources :—

Shares ... 6,230
Members” deposits .., e 23,006
Non-members” deposits - o 14195
Accummlated profits (including reserve) . 1,074

Total ... 41,585

Deposits are usually fixed for 1 year. The rate paid on them for this period is ¢ per cent

both to members and non-members.  Deposits are received from emigrants in Australia and
America and as much as Rs. 7,000 has been received from one village money-lender.

i . ]
4, Eumplogment of Cepitol ~Of the working capital Rg, 24,221 have been lent out 4o

,22
members at 9% per cent. The chief objects of loans are purchase of cattle, fodder, and seed :
house-hold and trade expenses ; payment of old debts and redemption of mortgaged land; and
costs of emigration (to Australia, Africa and America). The maximum period of a loan is 3 years,
Usually the bond of the borrower is regarded as suflicient security, ‘but in cases whege the bor-
rower is not a landowner, one or more sureties are taken. Inonly one instance has iand been
mortgaged to a society. Supeifluous funds amounting to Rs. 16,100 have been deposited with
the neighbouring Chuheki Union ab 7 per cent fixed for one year.  As the society holds more
money than it can use in loans to its qleznbe;l‘s, it does not usually press for the repayment of
the principal of loans so long as it receives interest. Repayments during 1913-14 amounted
to Rs. 13,000,

5. Profits and Reserve Tuid .—There is no sepgmtely invested reserve fund ; but the whole
of the profits are invested in the svcicty’s own business. At the end of 10 years one-quarter of
this amount will be allotted to reserve and the vemainder distribpted in the form of bonus shayes
to shareholders.

6. Staf.~All the officers of the society arve unpard.  The President has been appointed by
the, Registrar to be an Honorary Sub-Inspector and supervises neighbouring sacicties wi thin
small area,

1. Special Fealvres~The shareholders are very much alive to the value of their o 3
the accumulated profits and are wnwilling to di:xyninish it by admi } interest in
Through the agency of the society old debts amounting to Rs. 10,123 have been paid off and
mortgages to the amomnt of Rs. 3,583 have been redeemed. No members nOW resort to
money-Jenders aud it is reported that the rate charged by money-lenders to Bon-members hag
been substantially reduced by ‘the presence of this saciety. During the P az
1913-14 Ceposits to the amount of Rs. 19,277 were withdrawn but Rs, 19,599 Wei ° £I§ 0d
as fresh deposits. Since the outbreak of the present war members’ deposits crve

© Rs., 20,180 to Ks. 23,090 but non-members’ deposits have fallen from Rs. 15,31 la\/;(e; lli'lssel'lllflrg?
o M S

tting new shareholders, -
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V1.—Triplicane Urban Co-operative Society, Limited,
: Madras City. )

Date of Registration.~September 20th, 1903.

2. Constitution and Mmm_z;ement.-—-Mgmbership is limited to residents in Madras and in
the subutbs of Adyar, Saidapet and Sembian. The members number 2,713.  The work of the
saciety falls into two main divisions.  Firstly ib earries on ordinary credit business and secondly,
it maintains a store with 14 branches for the purchase wholesale and distribution retail of
about 230 articles in common use amongst its members. The management is vested in a
Board of Directors elected annually comprising a President, a Legal Adviser and five ordinary
members. They are assisted in Sheir work by certain committees ; {1) an Advisory Board with
power to attend Directors’ meetings and to make suggestions but not to vote. Each br_anch
elects one representative on this Board ; (2) an Elet;toral Bo‘:u-d which consists of the Advisory
Board with the addition of a second representative from eaeh branch. Theyl have power to
elect the Directors and to fill ad inferim vacancies but may not elect one of their own body ; (3)
Loca! Punchayats, consisting of 5 persons, elected by the members of each of the 14 branghes
and vested with general power to manage tl.xe branch nn_der the eonf;rol of the Boarfi of Direc-
tors. Their chief functions are to investigate complaints and bring needs to notice, to report
on applications for loans and to supervise the fvork of the branch store. : In addition to th_ese
the Directors themselves have power to appoint subscommittees, of which there are 3 in exist-
ence : (1) the testing committee whose business it is to test and pass all articles stocked for
sale, (2) the Educational Committee, who are expected to take measures to sprea@ a knn.w-
ledge of co-operation among members and others, and‘ (3) the accounts committee, whl(;h
supervises the accounts and sees that the account forms in use are modified or enlarged m
consonance with the growing business of the society. \

3. Sources of capital—The main sousces of capical are—

Rs.
Share Capital e e e 37,303
Deposit by members - v ves 40,429
Miscellaneons items e e - 37,750
Reserve Fund o AR - e 23,821

Every member in addition to subscribing and paying up at least one sharq of Ra. 5 is
required to pay an entrance fec of annas 4. Deposits are classified as fixed, recarring, carrent
and chit funds. Fixed and recarring deposits carry interest at 63 per cent and carrent deposits
at 84 percent. The society has mnever had _need to aceept deposn‘ts from non—memb_ers. A
chit fund is a peculiarity of Madras and its working is described by the Registrar as
follows i~ »

« A definite vamber of members unite to subscribe periodically a cortain sum each.
The following is a concrete example.—There are 16 persons (all being members of one chit
society) who contribute for 16 months Rs. 25 per head per month. Each month Rs. 400 are
thus subscribed, and the question is how to dispose of this amount each time. There are
three possible methods of doing so :== «

(1) The “hesd and tail ” or lottery system in which lots are cast every month
amongst wembers who havenct already drawna lot and the amount is paid in full to the
person whose name is drawn. This is open to the objection tbat the member who draws a
lot earlier reaps an undue advantage over his less lucky brother who draws a lot in one of the

. later months.

{2; The ¢ discount ” or ¢ disconnt lottery * system :—This system aims at equalising
benefits. so that the winner of a lot gets the amount Jess a deduetion for )nt.p.rest at a fixed rate,
These deductions are divided at the end among the several members. But in this method the
pool may go to a person who may not want it just then and who would have to find another
inyestment for the money.

~
" =3} The *‘auction chit” system.—Here no lots are cast, but the amount subscribed is
auctioned to the bidder of the highest discount.  'The successful bidder receives the amount
less the discount bid  Here too there is a dlsadvaniage l_)ecause when competition i¢ keen, very
high discounts are bid so tbat the benevolent principle of co-operation and mutual help
underlying these institutions is replaced by extoitionate bargain driving. This defect is
remedied by a provision in the byelaws to the effect that the discount shall not esceed 9 per cent
and shall not be less than 4 per cent. 'Thus in the chit fund cited as an example at the fourth
montbly meeting after which 12 months will yet have to run the discount should lie bfetween
4 and 9 per cent on Rs. 400, that 1s, between Rs, 16 and 33 36, so that the one who bxqs the
highest discount, will bave not less than Rs. 364, Thxs provision _secures the maximum
advantage 1o be derived from the chit fund system without at the same time allowing any -

" geope for the several possible defects of method noticed above. Members of a society are no

doubt allowed under the rules to chose either the discount lottery or the auction chit system -
but the later alone bas in actual practice been adopted.” -

: | 51
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The society obtains its profit by deducting 1 anna per rupee of the discount obtained and. |

distribeting the remainder 1o the members partaking in the fund.

4. Employment of Capitel—Rs. 30,310 are on loan to members as ordinary cash advances
usually repayable in one year. Mortgages of real property, Government Promiésory Notes and
insurance policies are adcepted as securities in addition to personal sureties The rates charged
:are 6% per cent or 713 per cent according to the nature of the security offered, The remainde§ of
the working capital is utilized in the business of the =ociety’s shops. During the year 1918-14
the sales amounted to Rs. 6,40,117. All sales are for cash ° ~

5. Profits and Reserve Fund.—The entire prefits of the credit branch are tak sp o
taken to reserve.

Of the profits of the distributive branch, one-forth is carried to reserve. A dividend at 32
per annum is then paid on shares. Of the remainder two-third are distributed as a boné
chasers, working out last year at a rate of 3 pies in the rupee. The remaining cn
credited to a common geed fund which ic utilized for the upkeep of reading rooms attached to
the socicty’s office and its branches. ‘The whole of the reserve fund is invested
deposit at 6 per vcent with the Madras Central Urban Bank.

6. Staff.—The Staff consists of the following :—

A Secretary on Rs. 85 ~73—100-—]10=120, .
. Omne Auditor, Rs.55. .

Office Manager, Rs. 50,

8 Clerks, Rs. 20=2--30,

40 Olerks, Rs. 10—1—22, .

Chokras and salesmen, Lis, 2} ~1—10.

percent

The auditor is 2 man frained in book-keeping and the tliedry of banking aud commeres
He is assisted and supervised by two honorary auditors elested by the general body of mem-
bers. : ‘ ‘ mem

7. Special features.~The Madras Bulletin of Co-operation which was first published at . .
the cost of Government by the Registrar in 1909 as an official organ of Co-operative Intelli-

gence was transferred to the society in 1913. It isnow edited by the Eduacational Committee.

Official eirculars and notifications are published in it, reports of Conferenses and other Co-:

operative activities are recorded, and miscellancous contributions are received
tors throughout the Presidency.

VII.—Nandawgyun Co-operative Cattle IhSuraane;e B

Society, Limited, Upper Rurma.

[ N —— o

1. Dateof Reyia61’dtio:z.—-—Décember 28th, 1911,

Q. Constitution and Management.—Membership of the society is confined to‘ i'esidenté‘

in Nandawgyun village, who own plough cattle and are also members of the village co-operative
credit society. The members number 27 owning 46 insured cattle. No animal is accepted. for
insurance other than bullocks and male and female buffaloes between ’the. ages of 4 and 12
The society is managed by a Committee of 5 members, which met twice during 1913-14
and which is elected by the general meeting. The Committec men retire by - rotation ‘f,wo
every two years. There is alsoa Committee of 3 experts élected by the general meeting tg
examine all cattle presented for insurance and to check and' fix finally thei g o
ations are revised every six months.

3.  Sources of Capital.—The society is not ﬁnancially connected in ‘any way wiﬁh the
Its capital is

loeal credit society, except in so far as it deposits its superfluous funds in if.
* derived from the premia of members which are levied at the vate of 5 per cent on the value of
the animal insured and are payable by two six-monthly instalments. T
during 1913-14 amounted to Rs. 64-13-0 and ah indemnity of Rs.

21-10-9 was " paid
~accumulated funds of the society now amount to Rs. 63-5-0. paid out, The

4.  Employment of Capital.—In the event of the death of an insured animal, an indemnif; -

of 2-3rds of the value of the animal insured, fess the value of the hide ang b
payable, except in cases where a third person is legally liable for the d%thcz:cas“?’h becomes
caused by a contagious disease in dealing with which the owner has failed to comply with - th,
veterinary rules. The value of plough cattle is usually from Rs. 40 to Rs, 50, )[']_ to d .
four animals have died and the indemnities been duly paid. Tn the event of %heof a(iie
received as premia during the year proving insufticient to meet all claims, half of the -
fund may be drawn upon in any one year with the Registrar’s sanction to meet the g ﬁr(?ser ve
If the funds ave still insufficient, the indemnities for all animals that have died duri Cliciency,
must be proportionately reduced. ng the year

. 5. {rofits an_a’ Reserve.—The fundé are classified ag {2) the

- all premia paid during the year and (4) the reserve fund, consisting of a]
“fees, donations, excess of receipts over expenditure in previous years and } ' , R
invested reserve. p ' P years and inferest accraing on the

- 6. S};é;y.—-'l‘he Chairmen and Secretary are honorary. "'I‘he societ

general fund, consisting of

!sll}hspector of the Nandawgyun Union as well as by the Government sta,i{ 18 supervised by the‘ '

v A Speesn! features.—Nil,

s to pur-
o-third is-

as a fixed

ir valuation, Valy-

The premia received

ere it ig

nes, entrance’

from Co-opera~ ‘

13 ‘Dealings with non-memibers éhdiﬂdé ag ?fa,lf :j‘sﬁrdét‘ic:ible; b‘ekavoi‘déd “‘ B

s ‘/ lﬁable‘ ase Loeew e . e e o | ves Yy
S A;»)‘» 7 o . S

19 4 Well ’cbnsidefed‘ s‘«’q}viem‘és‘ fnr éstabli"shment of ixiértgage assoéiﬁ. ,
7 gentry likely to be of great value o e T
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- . APPENDIX IIL
CATALOGUE OF OPINIONS AND RECOMMENDATIONS.

“No. - - ' NON-CREDIT SOCIETIES.

1 Non;éx'edit societies are important and deserve encouragement, previded .tl.ley
spring ap spontaneously and there is a sufficient competent supervising.

and guiding staff available

2 It is desirable to reorganise village industries co-operatively but a systematie
enquiry into their present circumstances stwould precede any actlon

| 3. Urban non-credit societies designed to carry on ordinary trading should be

v registered with caution and only when they clearly fall within the
. terms of the explanation contained in the preamble of the Act '

4. Advantages to be expected from creation of non-credit societies for sale and -

_ production

B. Adoptidn of Cattle Insurance recommended : the Burma system most likely ,

~to be preferred ...

6. Undesirability of waiting for ‘actuarial data or for general application of
o . prophylactic measures in eattle diseases . .

g 7, No primary or central credit sooieties shonld be permitted to uadertake any

linbility on behall of cattle Insurance Socicties oo

o 8 A’.”éehtral cattle reinsurance gociety is necessary, and Government backing
" 10 sach an institution is unobjectionable Gin ..
: »‘9\. *Hail Insurance societies advocated ... T T e ees

l 0. Agricultural non-credit societies should ordinarily be annexes to eredit gocieties

and when a society undertakes the supply of seed or irpplementss,‘ it
should ordinarily act purely as an agent and should not iteelf: become
owner of the goods “vee o

,' 11. There is no objection to sound non-credit societies being financed by Central -

Banks ... Vet Y

L 12; e .A:A_.gricultmai Department should assist societies for distributing improved

. seed and jmplements provided experimenting is avoided. Control of
* such socigties to. rest: for seme time with - Registrar and not with
. Director. of Agrigulture’. — ‘iuee o T

— CREDIT SOCIETIES.

A.—NON-AGRICULTURAL.

. 14. The policy of spreading co-operation primarily among agriculturists. may be -
B Px?e]aied and it may now be recognised.that the needs of the indastrial

i and non-agricaltural population .call in their own degree for equal
Lt attenbion T A e e T e see

v' ‘;;Lkb“."Lia.Bility"'in A hlﬁnkag'fiuultural‘ ,societies' should only. be limited when the -

clientdle are well to do and close mutual knowledge is not easily obtain-

) able: . "'....‘ . ’ cas ) EPTYY v ces oss

~ but should Le practieally self-supporting ... "

" 18. Urbun societies useful as a training ground for spreading hanking principles

17 Bmployés’ societies are diﬂ"lqu.lﬁ. to manage and require the support of the . ',
17 ' Ph‘zad of the office.and facilities for recovery by deductions from pay - - = .

' ~‘sheets. The insurance of “members in the Post Office Insurance Fund - ;|
ig desitable - ... . L e

18 | S‘oeiet‘ie‘s ataong the poorer urban classes need special encouragement, - 3307
" _ernment help in the maintenance of an efficient clerical staff is justi

- B.—~AGRICULTURAL. .
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NO. LY

R0. Uniformity of nomenclature is desirable. Institutions dealing with indivi-
duals should he known as “primary societies ” or “soeieties. ”’  All
federal institutions constituted of these “ primary societies,” if they
do banking business, should he kunown as * Central Banks,’ and if
they provide supervision or guarantee only, should be termed “Unions,”
A bank dealing with Central Banks or Societies throughont a whole
province should be called a ¢ Provincial Bank

I.—PriMavy SocizTiks.
(1) Constitution and Management.

21. The Registrar is resp nsible for seeing that societies are organised on sound
lines

see

22. The area of a society should be restricted so that members may be mutually
acquainted and exercise mutual control. The general rule should be
one society to one village

28. Membership should start small, increase gradually and not exeeed a maximurm
varying between 50 and 10¢. .

seon

24. Exelusiveness deprecated but no attempt should be made to force poor mem-
bers on a society .

25. A deliberate mixtuve of occupations within a primary society not recommend-
ed, but societies afliliated to a Central Bank may well represent various
occupations

26, The Registrar before registration requires information about the character
of the applicants and their knowledge of eo-operation, their debts and
property, the amount of working capital available locally and the meang
of supervising the society

27. Careful teaching of co-operative principles before and after registration is
essential. It is advisable to lay down the main points on which

emphasis 1s to be placed by teachers

28, The Honorary Organiser who forms a society should where possible supervige
and train it

res e

29, The teaching of co-operation in primary schoals is not advocated

30, The Secretary should be a-local man and confined to purely clerical work.
Village accountants usually unsuitable for the post, but schoolmasters
are unobjectionable, Group secretaries are deprecated

31. It is incumbent on Registrar and his staff to see that the Committee is not
beyond the eantrol of the General Meeting, and does not leave its
funetions to sne or two of its members ..

ey ves

32, The appointment of supervisory committee is not at present reeommended ...

33. Where individual creditors refuse to disclose claims, socicties should be
empowered to aseertain the debts of a member by serving a notice
onsuch a ereditor requiring bim to state his elaim sulject to discharge
of debt on failure to comply and prosecution for wilful falsehood.
The system should be tried first in Burma'and might be made appli-
cable to uil agriculturists whether members of societies or not

LY

34, The payment of the old debts of members is advisable; but should usually
be undertaken by degrees and not necessarily on admission

e

35. Societies should require members to inform the Commitlee whenever they
take loans from outside

36. The multiplication of societies should radiate by imitation from existing cen-
tres of co-operation, except when a start is being made in new districts,
A policy of caution and concentration shonld be followed. Compari-
sons between rate of progress in the various provinces deprecated

87, The movement should not be encouraged in provinces or parts of provinces
where svpervision is not likely to be adequate

Composition of Capstal.

38. The object of every society being to accumulate a permanent capital of jtg
own, the best method of attaining it is to arrange for a wide margin
between the borrowing and lending rates. As an alternative though
a pts aller every member may be compelled to subseribe o shareg
payable by instalments or in a lump sum ’

ses P
L XY
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No.

' 89. In cases where shares are repayable to their holders after a stated period,
there are certain difficulties which shoald be s2en to as opportunity
offers . ... . e

40. A maximum Jimit should be fized on dividends

- - 4], It is permissible to ob%ain share capital. by deductions frem loans granted
: : to members » ‘e

42, Agricultural credit societies whether with or without shares should ordinarily
- be based on unlimited liability ... .

A4S, .'Prirﬁat'y societies should aim at getting as much Jocal deposits as they can,
o7 but should nct fry to attract them from areas served by other societies.
" Deposits should be strictly local and surplus amounts sent toa Central

o Bllnk . ses R ‘co. ' Cee

. ey

- 44, To encourage deposits by members it is justifiable

o rates on them than on those of non-members .

45, As a wmeans of ineulcating thrift small instalment shares preferable to
compulsory deposits ... :

;1:6. Curr'eﬁt a‘.écpuntis_ and dupoéits at call should be prohibited. The term of

1

. .. terms higher rates of interest should be offered
41, Sh

:tterm deposits for notr'lerss than one month may be permitted to meet a
.- demdgod for short loans repayable at harvest ... =

4«8 :‘rSIiC_')It‘téll‘inid{s,‘pbsiﬁs’ if made in the form of savings deposits, stimulate thrift |

‘and ought to be éncouraged . ..

- and reasons given why this should be'welcomed -

L";‘A‘}i;g;‘:('fompet,itioﬁ‘ setween co-operative and post office savings banks discussed

‘ 50 A'h;'mit should be fixed to the borrowing pdwer of a society by the General
S¢. 0 Meeting onee a year in the manner ~described in paragraphs 141-2
~-and this should be subject to Rewistrar’s eontrol- ver ;

.. Bl. f])‘eposifs which the saclety is unablé to use in loans to "mémbers"_should ‘be

" “rates for such money. Societies should not be prohibited from accept-
"+ ing "deposits within their maximum borrowing power although in
oxevss of the:limit fixed for the local borrowings of individual members.
They migt'beresponsible to the depositers and cannot transfer their
-Hablity: to- Cenpial  Banks  which however in event of‘theu‘. Inability
" to secept-snch depasits should notify  primaries. All deposits ahove
thieir minxintum borrswing power should ;be rofused by societies e

o 52:.'1"(3%:'?' ghonld be taken to repay deposits punetislly and ‘to instil eonfidence
, * in'depositors by allowing them to see sccounts and s¥tend mestings. A

. general condition allowing compulsory. renswal in time of stressnot .

Cote advobbed e e e e
»‘:‘58"'Rgpayrﬁéh£s of long term deposits before maturity should be mads only
¥ ", zargly and-whet a substantial reduction of interest is accepted . ..,

e

ot ediuin of a; Central Bank of Union ™ e e

.5, Rapidly increasing reserve funds not a danger - v . ...

oang £t one SOelety to. another should avlvéays be. made’ thl'bﬁg‘h‘ the

R

et , E#rzﬂbymént@f quit.ag.

s 56, "“.ALbané:!té)'-m‘eeﬁi,seasod:al agricultural demands should -be distiibuted - at one

- 'time  Speeial ‘urgeut démands may be dealt with by a quorum of the

, - Committee or the Chairman himself sabject to close rostrictions

Hoe-Bavings Bank may be relaxed in certain points ...
¥ ﬁ;ﬁﬁm::‘bﬂmm‘ - ‘power of a society, d.e, the limit up Vo

< Wiwhieh' ‘the Seciety will pledge its credit should be fixed by the Gengral
T D
9. “The fonxicinm fiorrzal eredit for each member should also be_fixed:
e General Meeting, - Lioans in excess of this limit shoyld not be’
-« by ¢he ommittes without reference to the General Meeting .~

N
i

’

o® .. . emE ot

N TR

to offer slightly higher

* deposits should not ordinarily be less than one year. To secure longer

transferred to. Central Banks which should offer specially favourable -

57 7 Forth:cu:todyof cash ‘balance A‘sp‘eéx'a,lr_ arrangg'mcnts ‘may 'be made at :_'
1. Goverpment - Treasuries or, Police Stations, or . the rules of the Post, . -

Paras.
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80, As a security for loans the prownote is recommended in prefereuce to the
bond provided that the exact terms of loans to wembers are clearly
recorded in the byelaws or minutes

“ew voa sen

’
61. Every member should be furnished with a pass book (a summary of the
main points of co-operation being perbaps printed within the esver)
or there should be a public statement showing each member’s loan ...

62. Xn societies with shares every member should be forced to fake a share

63. If Joans are given for non-productive purposes, precautions should be taken
to see that the expenditure is inevitable and not excessive

64. Loans to enable agriculturists to hold over grain for a fair market should be
for a period not exceeding three months

see

65, For financing expensive improvements in Jand, loans under the Land Tmprove-
ment Loans Act will have to be relied on rather than OJ'din;:ry Coe
operative fands

88. Strict enquiry should be made at inspection that lcans have been properly
used and ecases of misuse should affect adversely the credit allowed to a
society by its financing agency ... .

g

67. The period of loans should be fixed at the time when they are sanectioned.
Loans for non-productive purposes shouid be fcr periods not exceeding
% years. For productive loans the main factor should be the object of
the lean »nd standards based on this shonld he prescribed ; but the
amount of the loan and the civcurstances and repaying power of the
debtor may also be taken into account . ° .

arily to meet the curcent needs

a large proportion of its capital

68. At the beginning a society should strive prim
of its members and should not lock up
in long-term loans

69. Repaymeats should alwags be made aut of the proceeds of the vse of loans
and by annual equal instalments where the pericd of the loan exceeds
1 year

e
tev

70. All loans should be backed by sureties, who should
Fewer sureties may be required for emall loans than for larger ones
Responsibility of sureties shenld be rigorously ard promptly aenforceé

71. Tangible property may be hypothecated to a society as collateral security
2

but shovld be taken in addition to and not instead ot; ersonal suretisg

72. Soeieties should not accept their own shares ag seeunity fov foans

a8 a rule be memberg,

(XY

3. Mortgages of land should be taken sparingly, eith
rity or to jprevent alienation of the lang
should as a yule be without possession

efeas a collateral secy.
elsewhere. Mortgages

74. There wonld te no objeetion if soeieties with the ‘eameurroncs of landlord
were permitted to hold martgages on land in areas where % “OTCS

Py X : h
ordinarily be unable to obtain them owing to the state of theéy *e:;);i?,
law ’ ( ’

75. Fixity of tenure necessary to existence of co-operative investments

78. The lien of a soctety under section 19 of the Act
charge ; otherwise there 13 no har to outside
has been passed in {avour of a society

77. Auy action which waould facilitate cheap and eas
mortgaze is permissible is advocated .

78. Interest rates charged on loans should be included in the byelaws and d
unalterable without the Kegistrar's sanction. Asg ong ag thema ©
below those of the outside markets, they should not he P,l?ﬁélled sg laxe
as to retird the growth of a reserve fund ‘ ow

79. Whea sacicties are firtaly established cash credits should ba ‘*;f'mctioned

should be eonverted into g

LEYY

y tortiage in areas where

ey

individual members . to
80. Punctuality in repayment vital. The svstem of aceounts should
what loans have been estended and which have ) show clearly

: P ecome oyerd
Extensions for good reasons justifial 1 Sy tor . ue,
outlined 5 J fiat le. b} stem for ShOWng Qverdues

81, Grain payments to be confined within narrowest limits
L2 ¥

82. The levy of penal inferest on overdue amounts unobjeocti : -
: : ionable—

effective and tends o supplant personal pressurg on :Sggﬁebut hl_)ot

should Le first step taken f § Which

iwe san
vas

*de
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88. Fictitious adjustments of loans (¢.c., recnvere.d and re-advanced at onee) should
be brought to notice during an inspection, and should be checked by
iusistence on a proper relation between money recovered ﬂrnm members
and money remitted to a Central Bank

84. Rules should be framed by [ocal Governments to enable disputes between
societies and their members to be referred to arbitiation ...

85. The decision of the Registrar or awards of arbitrators should be executed
in the same manner as a decree of a Civil Court, and not by any special
process. A resun:é of the provisions of the law dealing with the
recovery of agricultural debts might be supplied to all courts and
societies; arnd courts instructed in the absence of special reasons not
to use their ciscretionary power to reduce a society’s ordinary lend-
ing rate

86. Recoveries should be made by a society and its staff, and not by the help
of any outside supervising agency or the staff of the Registrer or
Collector - .

sue res

87. The meanings to be appiied to term “reserve fund’’ and ¥ fluid resource
explained

see ses see

88, Primary societies should be allowed to use their Reserve Funds in their own
business, provided their ability to repay deposits on due date is secured

-89, To ensure the reserve fund growing as quickly as possible the margin of
interest should be kept as high as possible until a society becomes
independent of outside assistance

ene o

90, No restrictions need be placed on 1he charitable objests to which a portion

of the profits is devoted, other than those contained in seetion 34 of
the Act

91. Societies should not be used to promote sanitation, edueation and village
improvement except when the society represents the whole village and
undertakes such work spontaneously

“ee CEYY

92. A Registrar should dissolve a society as soon as he is satisfied that there is
no hope of eventual solveney or progress  ..,.

93. When the Co-cperative Societies Act is next revised, provision should be
' made for the summary recovery of members’ debts by a ligquidator on
the eaneellation of a scciety’s registration ..,
: e

o Audit and Supervision,

o
94, Constant audit and supervision is essential to success and should be provided
' for v

95. The term auditor and its derivatives should be cnfined to the staff
chiefly engaged in audit, and the term supervisor and its deri-

vatives to the staff chiefly engaged in supervision. The terms ‘ins-

peeticn” and “erquiry ’ should be confined to the processes mentioned
in sections 35 and 36 of the Aect ves .

96. Two controlling cfFcers shculd be empliyed in each province and there should
be a Registrar r Joint-Registrar for every 1,000 or fraction of 1,400
societiee registered.  They shiuld be well versed in co-operative
literature relating to all countries, and should, if possible, have gained
some ersonal experience of the subject in Europe. Necessary assist-
ance shouid be given, but Assistant Collectors seconded for training not
to be looked on as assistauts ... son

rYy

97. The clerical staff of the Registrar and his Assistants should be adequate

e

98. The audit should go beyond the bare requirements of the Act and include
an enquiry into all the circumstances which deteimine the general
position of a suciety ... C e vee

99. The audit staff should be responeible to the Registrar and mainly controlled
by him. TIts primary object should be toassure Government that the
societies, started through its ageney, are developing on sound lines

100. A staff should e maintained by Government for undertaking super-audit
i.e., a separate and complete audit made at periods of 2 years or more.
A Government Auditor shculd audit about 100 societies per year, and -
should not be given educational or propagandist work to do. Recess
and variety of work, bowever, are essential to prevent staleness .

’
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: Paras,
10F. A staff should be maintained by the societies themselves for making the

original audit. It should be such as the Registrar can rely on and be .
controlled by him in consultation with the contributing societies, A °
single cadre should be formed for a whole provinee and maintained by -
alevy on the societies, or by an enhancemeut of the interest charged
to societies v e .94

102, Educatigqal qualifications " are not at present considersd necessary for -
auditing and supervisiog staff ., . . e - 98

108. A regular form of audit report should be preseribed ; but details should not
be too minute. A copy in vernacular should. be supplied to every

society, and the original should be seen both by the financing agency of
the Society and the Registrar - d Ve 96

104. Govern‘mgnt would be justified in contributing to the cost of the audit; of
societics with unlimited liability among low castes. Tn ordinary wban

societies and in intricate cases Registrar should make special arrange-
ments ... s BT

105. The soeieti.esg themselves should provide the staff ‘required for their‘ ;);ivxi
supervision. - It should be controlied by them and not by the Regist-

rar ces . . 98 ‘
108. A revision of the forms and system of Annual Returns is ree |

II.—CextraL, Bawks.

107. The decentralization of supervisional work seeured by Unions employing
‘ their own paid Secretary very valuable. The systom of guéranteeinz' o
Uuions employed in Burma as a link between Primary societies and .
Central Banks is full of promise and should be tried elsewhere. Such
Unions should supply mutual supervision, assessment of credit, an .

agency for the recovery of loans and some form ol joint guarantee for
loans taken threugh them .- '

108, Tt is advisable that primary societies should seek’lnans and cash é;'edits" .
. not from joint stock Lanks Lus from Central ‘Banks which should be CL

under co-operitive control”
e ,C‘on_gili{nviion‘_dndlzll\“mayém,eﬂ.- S '
i 10‘9,' Central Banks of which thé:‘sharehqldera ‘é.‘r,ef‘yi{l‘divi'dda_lsj fs'lxlduid not be -

7 registered ‘it they propore fo grant loans to an sother pers 8
9atxtﬁt!°{l35;€¥‘?§1?§ to glzf,-qperzitive societies, or to inde#ak}:e;n(;lzuzr

... “side bunking'business. The byelaws should include provisions limiting. -,
B lexdé‘h‘,}*‘,’z"‘.‘?d -the directors saould: maintain an independent staff
- for assessing the credit of borrawing soeieties. - It §s . the. Registrar’s
iut;; :o st;e_'th’a_b‘{llle: v‘fcol:irac'lo,bétween‘the C;cnt.ml% Bank an*d’éociet‘ies' ,
not unlavourable to.the latter.. In any ‘case. this. fica af (tingect

~ Baok should. gradually disapi);:rr L :a . geee f:thlsf et Ce?iylgl

.. 110..Central ‘Banks of which- membecshin ;
' v, - desirable in' thernselves; are seldon
- leaveroom fof the help of the
4 - postponed to a later sfage -
“111. Central Banks of which the me
S se“cieltie;, will ueually be best “oondit
~ sbeuld be made for gradually ‘reducing the momh.
o 4indiﬁdualsha;e‘hglde:{s-; e y ;! é l}q N

Poewe

. \‘..‘; R

112. The area sérved by.a Central B‘smk"sl‘i,ould be' deﬁneﬁ""f‘ﬁ‘”’“‘- e L g :
- shou_ld coiucid.‘;';'with‘s‘ome administrative d"visioi :ugha2§a:?ﬁ%°“;ble, e
tehsil, but, should ordinarily be prepared withig a. .reasonable *’é"”g;c o
- deal Avith 2000r, 250 societies, “ BURCE RIS e ‘.‘,1.,‘,.9;3‘9;

118. Provincial Banks mag possibly. 6pen local branches jn-
‘ Central Banks in nreas where guarantesing Utiio
‘but a8 -a rale a systemi of Central Banks .
Cefficfent oG e T

placa of indeperident’
us are’ well developed, -
. will i be " found “raote
’ . b Q'Jv‘ rEn T ?il\ A ‘: N

114.Themanagelx;ent of fco‘-()‘f)er?lltivé ﬁn nce bem S!}nler th L
- stork Lanks, o Central Bunk may be compotantly amage e doitt s,

- 'and professiona ‘men, t 0ug ;tramed‘ bankera gho; ld IO coald O

" Boa.d when available . 3 TR o i be gecufl“?d“’“ e,

L4

ommended ... 99 . -

. “’,101»“‘_ |
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115. The Manager and staff of a Central Bank, if paid, should be adequately
paid. The Registrar should be satisfied that the supervising staff
maintained by ib is adequate and efficient. Such a staff may properly
assist voluntary applicants in forming nsw societies

“oe

116. Central Banks which admit societies as shareholders should grant no loan
to any credit sociery which has not subscribed to ashare ...

117. Non-credit societies should only receive loans if they subscribe to an ade-
quate number of shares and offer sufficient security. Central Banks
should not finance insurance societies e

118. There is no objeztion to Central Banks working as book baunks, provided
that they are exempt from undue respyusibility for losses incurred in
transit of funds ... vee vor or

Composition of capital.

119. There is no objection to the diseontinuation on the pirt of Central Banks
of the practice of levying affiliation fees .

120. All shares in a Central Bank should preferably be on one footing. But if
1t is absolutely necessary in order to attract local eapital, _the shares
assigned to individuals may carry preference as regards dividead, but
not eumulative dividend s

121, It is simpler if the shares held by societies and individuals ave of uniform
Vallle wes see aee ree

122, Societies should ordinarily be required to take shares in their Central Bank
in propartion to-the amount of their borrowings from it ..,

123. Every shareholder in a Central Bank should have cne vote only. If thereis
a difficulty in raising capital, Local Governments may properly author-
ise individuals to hold sharesin excess of the statutory maximum of
Rs. 1,000 but otherwise the limit fixed by the Act shouald be adhered to

124. All shares held by individuals should be fuily paid up. Reserve liability is
permissible in the case of shares held by sozieties

125. Reserve liability should be restricted to the face value of the shares anl not
to some multiple of it

126. The rate of dividehd should be limited by rule. When most of the shares
are held by societies, the maximum should be the same as the average
lending rate. When the shareholders are chiefly individuals, it should
not exceed the average rate paid on deposits by more than 2 or 8 per
cent. Bonuses should be prohibited .

127. Deposits by primary societies in Central Banks should consist of (1) excess
deposits received by them and passed on, and (2) small deposits for
short periods. Reserve funds should not be deposited in them

128, The opening of current accounts is deprecated, but in places where banking
facilities do not exist may be permitted. A low rate of interest not
exceeding 2 per cent should be paid on such accounts and the whole
amount so held should be covered by cash or Government paper irres-
pective of fluid resources kept to cover other liabilities

129, Savings accounts may bé opened on behalf of members and non-members
provided that 75 per cent of the amount so held is covered by cash or
liquid investment, that the maximum accepted on one aceount is small,
tbat notice of withdrawal is required and that they are not allowed to
become carrent aceounts ..

130. Central Banks should make every effort to obtain deposits sufficient to meet
all their needs and may draw them from any area subject to such res-
trictions as may be found locally advisable ..

131. The averaze period of deposits should not be less than the average period
in which loans are repayable. In atranging to repay deposits banks
should not count on renewals or fresh deposits but rely on stipulated
repayments of loans, and should spread receipts and paymenis as far
as possible over the whole year .., . :

182. To meet all charges entailed by our recommendations Central Banks require

a 3 per cent margin and primary societies the sams

PAR‘;AS.
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112
112
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133, Special care should be taken to repay deposits punctually. _The intentions
' of depositors with regard to renewals should be ascertained in advance

134. Central Banks should be allowed to regard the undrawn p_ort‘ion of any cash
credit glanted to them by a Presidency Bank as a fluid asset

185. Cash credits with Joint Steck Banks of recognised stability also constitute
legitimate fluid resource. The Registrar should introduce Central
Banks to Joint Stock Banks and furnish the latter with any informa-
tion they vequire. Joint Stock Banks should be expected to examine
the position for themselves and not to rely on Government support
for repayment

136. Loans by Central Banks may with the Registrar’s‘ sanction be made to
other Central Banks. Loaus between Central Banks should cease as
soon as a Provineial Bank is started

vtaa ‘en 20

137. Banks should raise capital by means of long term deposits rather than

debentures, unless in very special cases they are in a position to secure
debentures on immoveable property :

sae sae LYY

138. Share capital plus reserves should be at least 124 per cent of total liabilities

Employment of capitol.

139, Central Banks should not yrant leans to individuals, nor shoul

d they under-
take any outside banking work ... . .

" 140. A Ceutral Bank should assess the credit of an affiliated society after re-examin-

ing und testing either by its own staff or through a anion the society’s
own estimate of its borrowing power and the data on which the society
has fixed the normal eredit of its members and considering the society’s

needs and its own existing funds

PRI LXy) Ly

141. The data required by a Central Bank should include a valuation of (1) the
moveable and immoveable property of the members of a borrowing
’ society and (2) the earning and saving capacity of the same members.
These data should be used to check conclusions based on the character

of the society and on its past record

142, Where a union exists the valuation mentioned above should be made by it;
where not, by the Central Bank, Responsibility for the making of the
valuation should be undivided. The Registrar should have power to
require the reduction of the credit of any society

143. Loans should be sanctioned as far as
main seasons in the year

(¢}
possible all together@a,t one or two

)
144. Central Banks should aceept the opinions of Unions with regard to the

purpose and amounts of loans, bat in case of insufficiency of funds to
meet all claims may refer back to the Union

145, Subject to the condition that the terms of loans must depené on the terms’
for which deposits are held and that repaymentg due within a given
}C)eriod thould . exceed the de

entral Banks may grant loans eitber recoverable in fixed instalments

Or on pro-potes neminally payable on demand, the societ
ments corresponding with {be repayments made hy mem
148. Cash credits should be
societies :

bers
freely opened in favour of fboroughly well-manage'd

e ose

147, The security ,t‘aken'from a - borrowing society should erdina
note. Shares held by societies in Central Banks shoald
ed as security for a loan theugh deposits may be

148, Rates charged on loans should be below bha

T - enough to allow of a wide margin.
system with reference to the characte
the length of the loan '

not be aceept..

. wde .

“ar rates but should be high
Rates may vary on g definite.
vof the borrowing society and

149. Money recovered from members should be a

by a society to a Central Bank. The

t once available for repaymet
recoveries but need not prepare lists of

Central Bank should
overdue loans
150, Central Banhs should not ordinarily institute proceedings against defaultin:
‘ ‘ gocieties in civil courts, but should exercise preésulge th%'oll?gshif;‘:lzgigf
and ﬁlloa“y apply to the Registrar to take action under sectjon ‘36 of
the Ac |

B T

Y's repay-

rily be a pro-

Supervise '

. 160

Paras,
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140
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posits falling due within the same period, -

" 146

148.

148

. 149

« _\ ,' | 182. Cential Bapks shonld publish and distribute balance sheets and annua.l‘ 163

~ }68 .In addition to their annual returns, Central Banks should submit quarterly

- 171. Deposits fixed for longest possible terms should be secared

174. Provincisl Banke shounld not place oo much reliance on cash. rredits, snd

174

No. -

roviding fully for fluid yesources, a Central Bank may legitimately
151, Afte:.‘sg balanc% (it );ny) of reserve fund in its own business

152. To meet contraction of credit Central Banks must keep fluid resources

vee

158. These should be sufficient to meet half deposits due during the ensning year,
S supposing no fresh deposits or renewals were made and no repayments
received

404

154, Fluid resources only fo be utilized when other sources fail

daa

155. The fluid resources of a Bank must suffice to meet its own requirements and
' those of socleties which Liave entered into arrangements with it

sse

156. Standard of fluid resources to be readjusied quarterly

YY) e

157. Superfluous funds to be passed on to Provinaial Banks

see ses

- 158, In caleulating net profits for purposes of distribution, Central Banks should

always deduct interest accrned snd overdue. Interest earned but not
due should be shown reparately in the profit and loss account :

e

, provision of contingent or bad debt fund is desirable in the case of
159, The 1?;3;{: ]which only place the legal maximum ta reserve ...

o 160 VBui}&ing funds are permissible, provided that they are postponed to the

provision of an adequate fluid resource. Where such buildings serve
also as agricultural depits Government may propetly contribute to
their cost vor

Audit and Supervision.

o -‘161 Thé andit of the accounts of Central Banks may be entrusted to expert out-

side agencies or made by the Registrar’s staff, Such banks should
bear the expense of their own audit " e

seforts, They should contain more details than at present

" statements showing especially their labilities to outside creditors gnd
* their progress in the formation of fluid resource e

III.—PRovINCIAL Bavks.
.

164 It is ﬁecesséf§? that a Provincial Bank should be started in each of the major
provinces S  aee ..

165. The Provincial Banks should not be started on an extravagant 'og\unneceg-
rary large scale .. . R

166 Share capital pins surplus assets fund should not be less” than ‘one-tenth of-

total funds borrowed from outside ves

}67 Sceieties and Central Bauks should be represented in the management of a

inci : i ition that they are
vincial Bank avd should te ylaced in such a position T
aPl:‘]ce within a reascnable time .to secure a m'a,;,‘onty of votes’ in
the geneial meeting. At commencement individual shareholders
way have a preponderating influence e © e

168. It is nct, however, necessary that societies and Central Banks should have a

. .

dominativg veice cn the Directorate of the Provincial Bank -
inarily be of iabili dvisable

‘ hould ordinarily be of cne class. Reserve liability not advisab
169, Sbar:; isn(cl‘?viduﬁ shares but nnobjectionable on societies’ shares

\ 1] 3] Banks shculd be affiliated to Provineial Uanks but where ‘thgre'-‘.
170. Al gﬂ:ﬁ aéenat?alsBank a Provincial Bank may lend direct to primaries ...

TEBOUTCES  see -

“we

179, No ixohibitibn <hould be placed on savings deposit accounts *‘\ RN

- lignid eecurities in osder to be aore independent .~ " ..

B ¥

should stiive to scoumulate good reserves and strong h@}diggs”-“ét

SR

§ P

T,
ey

* 172. Deposits at call should be covered to 75 per cent of their amount ‘bj‘ ‘ﬁui‘d'
. v“ N ‘)
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176.

177.

178.

179

180.

181.

[a]

182,

183. Deposits by Government officers in Provincial Banks should be ab

184

175

The Provinzial Bank should maintain a fluid resource sufficient to
cover all possible demands against itself for a period of one-third of the
ensuing year together with all the possible liabilities to be met by any
afliliateC Central Banks for which it has undertaken to provide cover
within the same period. For this service to Central Banks it should
charge a commission or higher rate of interest. It will be found con-
venient to concentrate whole fluid resource at apex of system

Provincial Banks should be prohibited from undertaking outside banking
business, except in so far as it is necessary to deposit spare funds for
short periods in outside institutions .

A Provincial Bank may legitimately be reluctant tolend its superfiuous funds
to another Provincial Bank unless the borrowing hank has sufficient!
proved its credit worthiness, and the lending bank is able itself to
examine and verify the financial position of the borrower ...

A separate audit of the accounts by a Chartered or Incorporated Accountant
authorised by the Registrar is desirable. The whole expense of it should
be borne by the Bank. Further duties of supervision and enquiry
appertain to Registrar and cost is debitable to Government

. Provincial Banks should submit the same returns as Central Banks ; and
should be supplied by the Registrar with copies of all returns received
from affiliated Central Banks. They should publish and distribute to
shareholders and depositors annual balanee sheets and reports

Pusric Ailp.
Concessions.

When Sub-Registrars of deeds are paid by fees, Government' should

make good to them loss caused by the exemption of co-operative socie-
ties from Registration fees

Exemption from stamp duty on cheques of individual members having
current accounts unnecessary

Provided undue official influence is guarded against, eo-operation ought not

to be deprived of moral and financial support which Government
servants give it ee

. , solutel
unrestricted and in Central Banks also with the exception that in :h};

district in whieh officers of the Indian Civil Servieé are servine they

should be reported and withdrawn whea opportunity offars N

Membership of non-agricultural soecieties intended for Government servants
onlys hould be {ree to all Government servants

“ee

185. As regards other officers it is a matter for local decision bt with the

exception suggested in paragraphs 186 and 190, officers of the Indian
Civil Service, Provincial Civil Service and subordinate Civil Service
should be probibited from accepting without spfecial sanction any post
in the Managing Committee or Exccutive Staff of any co-operative
society or bank

188. Devolution of powers of Registrar on District officers not recommended ...

187, Distriet or Sub-divisional officers may be Ch

188
189

190

: ) : . airmen with or without a place
1n executive committee of Central Banks but should not be given sueh
=]

a post ex-officio. They should, however, have a formal right to attend

meetings of sharcholders or Directors and Local Governme
: . nts m
decide how best to arrange for this . Ay

Registrar, Development Commissioner, Advisory Oficer.
. The post of Registrar should be made permanent..,

post should be included
vince and should Carry g
He should be eligible “fop

. The Registrar should be a whole-time officer and his
as a Collector’s post in the cadre of the pro
remunerative local allowance of Rs, 250.

executive promotion and be allowed to visit or fix his head-quarters a¢

a hill station so as to keep in touch with Local Government in h
non-touring season .., 1 the

. He should draw travelling allowance at rates not less than the hi
accorded to Collector working as head of a Department asdhlg,'}?esltdrate
allowed to visit other provinces to study other systems . ould be
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191. Joint Registrar’s posts should carry emoluments equal to those enjoyed by
: a Settlement Officer. An Assistant Collector of three to six years’ ser~
vice or 3 Deputy Collector possessed of qualifications necessary for a
Joint Registrar should always be.in training and th. period of this -
training should be one year .. e .. e 108 %€ v

192, Assistant Collectors while under training for survey, ete., should be taken to
" visit a few typical societies with competent instructorsand the Collector

should take his acsistauts with him when inspecting co-operative

* societies on tour. Registrar should invite officers of the distriot to

accorapany him on inspection ... o . we 198 -
‘198, District and divisional conferences under Collectors and Commissioners valu-
S able. Larger conferences should not be so frequent that they become v
routine. Officers of Agricultural and connected departments should
attend all classes of conferences ... w197

‘194, Kegistrar of Co-operatior, Director of Agriculture, Director of Industries
and Director of Fisheries (when that post i3 concerned with develop-
ment of the industry) should all be co-ordinated under a single superior
authovity ver e w188

105. That superior authority should,as soon as circumstances allow, be a whole- .
* time officer and be called the Development Commissioner L oLes - 199

~ 196. Tiocal Governments should issue a rule empowering Registrars to reseind
any resolution or act of any officer, Committee or Society which deals
" with controversial opinions of & politieal or religious character. Posi-
_ tive objects of societies might be defined by rule on lines obtaining in
Raiffeisen socioties ... . e . . 201

" 197. An expert co-operative adﬁser with the Goverument of India recommended 202-208.
Pulilic deﬁosiis; agriculiural advances, ebe:

198, Though securities are not trust funds, this legal limitation would not, it is
. presumed, prevent use of Court of ' Wards funds for assisting societies :
constitated for the benefit of the Wards’ estate or its tenantry ... ~ 204

' 199, From a co-operative point of view all deposits whether from Courts of
o Wards or Local Bodies are welcome if permitted. Where risk falls

partly on Government as in case of security pledged by one of its

officers, it is justifiable to allow the officer to give itinshapeof an ©~ =~
w7 investment in co-operative institutions con . L
- 200, Grants by private individuals or local bodies appropriate in case of new deve- ~ . '
“w7i 0 Jopments'like datwes and cattle breeding——so long as pauperization is° . o
e aveided STl S e T e el i 205

801, Act XTI of 1884 should be- ameaded 56 as to allow of agricultaral lonas'to. +
* . be madeto societies direct. ' 'Central Banks miay also be utilized in dis< - =
“tributing such loans to soviebies’ .\ ... L s TOR0T

" 202.. Similar argurnents apply to Land  Tmprovement loans which can suifably
v be given to-societies when an Improvement. has to be made by joint. .
- exertions of several peasants. Societies should in that case reduce their' =~ =
©ocrateofinterest . o aa Tl T o e L 208
E R " A s Fin’a}zéiﬂ a‘:d,by‘(?ovemmn#.. :
+'- 308, Considerations governing ﬁﬁahci‘ng‘;’fof xﬁetiibéxfs of societies during famines, = -
e Neeessityp%;wogking to the ordinary cyole of good and bad years. ... 200

204, :Powér fo utilize .initial Goﬁe,rnihenis ‘advances tﬁa‘y' be, vsa‘fely' left to

Lioeal. Governments and: R’egistrarsi. "Such advances: need mnot- be .. SRR
L eonfined to credit societies: but if given to insurance societies should .- '
"7 bogivensssuggested in pamgraph 12 ot

.. '906, Government’s sititude thst it disclaims all finapeial responsibility and
. 7.t makes no cefinite promise of monstary report igsound in wo far &8 it
L sime- ab establishing & self-contained and self-supporting co-operative
L. movement by the rejection of & systém of money doles ‘-‘anggnﬂﬁp'

o ‘, o abecial ponceSéiQné a . -'-.“ - ‘ .‘c'--" Lo .tu.' N ""’.‘}J i

3

.
3

" 908, Dodbtful if the present Indisn Coiapdrative Bankiny system oa i
L7 finid vesources to the extent necestaty for stability aud safet

ST R S
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T 207, Co-operative banking governed by same basic laws of finance as ordinary
banking. Co-operative banking suffers from disability that pro-notes
of its societies cannot be freely discounted and commercial banks eannot
be expected to take up this business to any appreciable degree. Nor
witbout guarantee from Government will Provincial Banks be able to
raise capital sufficiently cheaply in all casesto solve the difficulty of
maintaining adequate fluid resources

see e “ee

208. It is on facilities for rediscount that the problem of providing adequate
fluid resources depeads and in Tadia there is 10 agency to do tais ...
209, Failing commercial and Presidency Banks, the snly alternative agenoy

seems to be a State co-operative apex bhank

PaARas,

218
219

220

178
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Aspur Masmm Kaan—

How to start a Punjab Village Bank we (Civil and Mdlitary Qaszette

. . Press, Lakore.) “agpur
AGRICULTURAL AND Co0-0PERATIVE GAZETTE, —

Published monthly, Nagpur veo (Desha Sevalk Press, Volume

X1, comprises issues for

1915))
Bavve, R. Bo— ross,
Co-operative work on the Nira Canal oo (Bombay Co-operative Records
Sertes, Scottish Mission 8.)

Press, Poona, 1914.)
Contents.~Account of Development of irrigation in Nira Valley. Foundation of
the Co-operative Societies. Details of the system of organization and
management. Criticisin. Method of sale of jaggery. Supply of )
artificial manure.

“

Crayron, H.—
Rural Development in Burma {Rangoon.)

Oontents.—Discussion of the Rural Life Problem in Burma. The application of
Co-operation to Agriculture. The Danish Example. Local savings.
Agricultural Co-operative Credit Societies. Co-operative Insurance of
Live Stock, Sale of agricultural produce, Purchase. Bibliography.

COLLINS, Bo A-"— paan Tt
Hints on the Starting and Management of Central Co-
operative Banks—Provisional Issue ... oo (Bihar and Orissa Qovernment

Press, 1914.)

CorLixs, B. A.—
Hints on starting Co-operative Societies with unlimited
liability in rural areas wr. (Bikar and Orissa Government
Press, 1913.)
Co-0PERATION IN INDIA—

Resolution by the Government of Indiain leaflet form... (Superintendent, Governmeni
Printing, Calcutta, 1914.)

Crosrawairg, H. R.—
' Primer of Co-operative Credit for the Central Provinees and
Berar s - e eeo (Nagpur, 1910.,)

Contents—Cas. for co-operative credit; What is Co-operative credit? Are the
provinces sufficiently advanced for co-operation P The Rural Society ;
the Central Bank ; the Urban Society. Appendices, including specimen
bye-laws of rural societies and Central Banks ; Specimen Forms ; Rules
and Notifications under the Act. Bibliography.

Dz, KiraN CHANDRA.—

Co-operative Credit Societies Manual for Eastern Bengal
and Assam ... oo (Board’s Manual No. [I
Calcutta, 1910.)

Contents—Introduction. Act and Rules. Model bye-laws of limited and unlimited
Co-operative Oredit Societies. Government Servants Counduct Rules.
Model account forms. Notes on Organi. “on, Financing, Management,
Inspection and Audit of Co-operative Societies.

DureryNex, H.— .

People’s Banks for Northern India wer (Cabeutta, Thacker Spink §
Co., 1900.)

Contents.—The problem of usary and the solution by Co-operation. Historical

: sketch of the co-operative movement in Germany. The principles
of co-operation. Uses of credit. Advantages of Organization. ’The
Town Bank (constitytion and Methods of Business). The Village
Bank. Granaries smé Grain Banks. The Bank at Mentone. Speci-
men rales for Town “5d Village Banks.

 ENoLisH, A B~

Handbook of Co-operation for Burma . (Maymyo, 1914.)

Contents.—Introduction. Act and Rules. Govermment Notifications and Orders.
Model byelaws of Bsiffeisen and Luzzatti Societies, Unions, Upper
Burma Central Bank, Luzzatti Urban, Paddy Sale, Cattls Insurance,
Cattle Reinsurance. Leaflets on Salary Earners Societies, Cattle
Tnsurance, Deposits, Central Banks, Ten Main Principles. Procedure,
Selected Model Forms.
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* vlanual for Co-operative Societies in the Bombay Presidency... (Bowb:zy Government Cenbrab
) ‘ 1 Press, 1914.)

Contents.— Introductory ; 1Act and Rules; (General Maunagement of Co-operative
. Socisties ; How to advance loans to members; Accounts fortas ; List of
privileges ; Organizition and Model bye-laws of Limited and Unlimited
Societies, Unjons, Ceniral Finsncing Institutions, Seed Societies,
Granaries, Weavers' Societies, Distributive Stores Societies, Manuxe
Supplying Societies. Iumspection and- Audit, Liguidation, Government

Servauts and the Co-operative Movement. Biblicgraphy.

Fresavrry, S, H.~
Co-operative Societies in the United Provinces woe (Ot Editton,
Press, Allahabad, 1914.)

Haxper, Gusrav——
‘Provineial Manual for the Co-operative Credit S'ocieties i

Coorg oo (Coorg District Press, Septem=
ber 1908.)

Contents.~The object of a Co-operative Credit Socjety ; Limited and Unlimited
Lsability, Management of & Society and its Rules of Business.

Hore-Smupsox, Jo—

Co-operative Credit Socteties’ Manual fot the United
Provineces e

Kramivgs, G. Fo—

Rural Economy in @he Bombay Deccan o (Longmans Green & Co., 1912.)‘

Contents.-Lgnd Tenures in the Deccan. Labour conditions in the Deccan, Exist-
jng state of rursl credit, and its organization. Live Stock. Agn-
cultaral dead stack. The Business side of farming; markets,

prices, and profits. State aid to agriculture; General principles.
Work of the agricultural department in the Bombay Pyesiden%y. ¥

Mapnas Burieriy or Co-OPERATION,—

Tssued montbly ; Volume VI comprises issucs September

1914 to August 1815 ... . (Published by Triplicane

. Urban Cosoperative Sootsty
- :Madres.) o i

NicaorsoN, Sir F. A~

‘Report regarding the possibility of introducing land and |
agricultural banks into the Madras Presidency. Two
Volumes 1895 and 1897 ...

Contents.~Volume L. Part T Europe. Credit and Problem of Rural Indebtedness.
i Real Credit (Tend Banks). Analysis and deseription of Lond Bavks.
_Crelit Agricole. Popular Banks iu all European countries. Savings -

Banks. Agrienltural Associations. Part 11, Madras. Existing problem

of indebtedness and system of credit. Loan Societies (Nidhis). Law.

Draft Bill. Registration. Recommendstions ss o constitution and
working of Village Banks, o '

Volume]lT.~Selection from laws, articles, and bye-laws ;elating to Eniopeaa
YTand Bavks, Agriculburs! credit problems, Populsr Banks, Agri
cultural Associations, and Savings Bavks, and the Madras Nidhis.

P’i‘oc,eedings‘ of the Conferences of Registrars of Co-.
Jﬁ’é’i‘htiye'Societies in India held at—

| , 5 (Government of India Press.y
. Simla ... . 1906 :

"Caloutta ... - . 1907
Smla ... . ., .. 1908
Caleutta ... S e 1909
Allshabad... o e 1011
Simla .. o e 012

Smla. o e e 1913

Government

oo (Provisional 1ssuc-out of print.)

" we (Government Press, Madrar) . -
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RENWICK, W.—

o

Report on the Co-operative Movement in the Central
Provinees and Berar ... (Government Press, Nugpnr
1914.)
Reports (Annual), on the working of the Co-opera-
tive Department in— .
Bombay Presidency 1904-05 Uyp-to-date—(Lrinted at Government Centrul L ress,

Bombay.)
Madras » 1905-06 Up-to~da,te~(1’4'1771 ted at Government Press, Madras.)
Bengal » 1904-05 Up-to-date=(Published by the Bengal Secretariat

Book Depdt, Caleutta.)
Central Provinees... 1905-06 Up-to-datemm{ Printed at Government Press, Nagpur.)

Burma . 190506 Up-to-datemm(Printed at Government Press, Rangoon.)

‘United Provinges... 1904-05 Up-to-date— (1’7-'522??/; al Government Press, Altula=
ad.

Bibar and Orissa... 1911-12 Up-to-date— Printed «t Government Press, Patna.)

Punjab ce 1904205 Up-tu-date—-——(]"/'mted at Goverwment Press, Lakore.)

Assam ... 1905-06 Up-to-date—(['rinted at Assam Seercturiat Printin «
Office, Shitlong.)

Coorg e 1905-06 Up-to-date—(l’o'inted at Coorg District Press at
Mereara.)

Ajmer ... 1906-07 Up-to-date— (Printed at Job Printing Press, Ajmer.)

Mysore . 1905-06 UP-to-date———(Pa'Znﬂffgz.e.a)lt Government Press, Dan-

Baroda ... «.. Annually.

Reports of Provincial Co-operative Conferences ... (Printed al same presses as the
Annnal Reports.)

Ist  9nd  8rd ik Bth 6th 7tk

Bombay .. 1908 1910 1911 1912 1913 1914

Madras ... 1022 1914 ...
Bengal ... 1908 1909 1910 1911 1913 1914
Central Provinces 1912 1913 1914 ‘
Burma .o 1911 1915

Jany, Deer.
United Provinces 1909 1910 1911 1912 19012

Bihar and Orissa 1913 ... .
Punjab ..o 1910 1911 L.
Mysore oo 1011 1012 1913 1814 ..
Baroda ... Annually.

Coorg w1014

Assam e 1911

Report of the Committee on the establishment of
Co-operative Credit Societies in India, 1901 ... (Government of India Press.)

Statements Showing Progress of the Co-operative
Movement in India during the years 1910-11
to 1918-14 o oo vee (Published by the Gorernment

of India Press, Simla.)

WILBERFORCE, S.=~ | o Crodit Socitt
the working of the Co-operative Uredit Societies
Repoirl‘; (Xgmei-M;rwaliga \ e . (Rajputana  dgency  Press,
i 1914.) ' ‘

) b

etk



175

No.

175, The Provinsial Bank should maintain a fluid resource sufficient to
cover all possible demands against itself for a period of one-third of the
ensuing year together with all the possible liabilities to be met by any
aftiliatec, Central Banks for which 1t has undertaken to provide cover
within the same period. Yor this secvice to Central Banks it should
charge a commission or higher ratc of interest It will be found con-
venieut to concentrate whole fluid resource at apex of system

176. Provincial Banks should be prohibited from undertaking outside banking
business, except in so far as it is necessary to deposit spare funds for
short periods in outside institutions .

177. A Provincial Bank may legitimately be reluctant tolend its superfluous funds
to another Provincial Baunk unless the borrowing lLank has sufficiently
proved its credit worthiness, and the lending bank is able itself to
examine acd verify the financial position of the borrower ...

178. A separate audit of the accounts by a Chartered or Incorporated Accountant
authorised by the Registrar is desirable. The whole expense of it should
be borne by the Bank. Further duties of supervision and enquiry
appertain to Registrar and cost is debitable to Government

179. Provineial Banks should submit the same returns as Central Banks; and
should be supplied by the Registrar with copies of all returns received
from affiliated Central Banks, ‘They should publish and distribute to
shareholders and depositors annaal balanee shects and reports

PusLic Arp.
Concessions.

180. When Sub-Registrars of dceds are paid by fees, Government should
make good to them loss caused by the exemption of co-operative socie-
ties from Registration fees vee

181. Exemption from stamp duty on cheques of individual members having
eurrent accounts unnecessary

182. Provided undue official influence is guarded azuinst, co-operation ought not
to he deprived of moral and financial sapport which Government
servants give it .

183. Deposits by Government officers in Provincial Banks should be absolute]
unrestricted and n Central Banks also with the exeeption that in the
district in which officers of the ludian Civil Scerviee are servine they
should be reported and withdrawn whea opportunity of"ars o

184 Membership of non-agricultural soeieties intended for (Grovernment servants
onlys hould be free to all Government servants

185. As regards other officers it is a muatter for local decision bit with the
exception suggested n paragraphs 1¥6 and 190, officers of the Indian
Civil Service, Provincial Civil Service and subordinate Civil Service
should be probibited fr(_)m aceepting without special sanction any post
in the Managing Committee or Lxceutive Stalf of any eco-operative
SOCiety or buuk ‘ee “es reu Y

186. Devolution of powers of Registrar on Distriet officers not recommended ..,

187. District or Sub-divisional officers may he Chairmen with or without a place
in executive committee of Central Banks but should not be given such
a post ex-officio. They should, however, have a formal right to attend
meetings of sharcholders or Directors and Local Governnients may
decide how best to arrange for this e -

Registrar, Development Commisstoner, Adcisory Ofices.
188. The post of Registrar should be made permanent...

189. The Registrar should be a whole-time officer and his post should be included
as a Collector’s post in the cadre of the province and should carry g
remunerative local allowance of Re, 250. He should be eligible yfor
exceutive promotion and be allowed to visit or fix his head-qu;l‘ters at
a hill station so as to keep in touch with Lacal Government in the
pon-touring season ... :

190. He should draw travelling allowance at rates not less than the hichest rate
accorded to Collector working as head of a Department and :hould b
allowed to visit other provinces to study other systems .. ©

.
tes

Paras,

176

117

178

179

180

181

181

184

185

188

187
189

190

191

193

194

7a

S

) 202.. Similar arguments apply to Land Improvement loans which cari . Yy |

" 306, Dodbtfal if the prasent Indian Co-opérative Banking system csnp

v

176"

No. | o R

191. Joint Registrar’s posts should carry emoluments equal to those enjoyed by
a Settlement Officer. An Assistant Collector of three to six years’ ser-
vice or a Deputy Collector possessed of qualifications necessary for a
Joint Registrar should always be in training and the period of this
training should be one year e ves

192. Assistant Collectors while under training for survey, ete., should be taken to
visit a few typical societies with competent instructorsand the Collector
should take his assistants with him when inspecting co-operative

_societies on tour. Registrar should invite officers of the distriet to
accompany him on inspection ... row oo

198. District and divisional conferences under Collectors and Commissioners valu-
able. Larger conferences should not. be so frequent that they become
routine. Officers of Agricultural and connected departments should
attend all classes of conferences ... ves

194, Registrar of Co-operatior, Director of Agriculture, Director of Industries
and Director of Fisheries (when that post is concerned with develop-

ment of the industry) should all be co-ordinated under a single superior

authority e

1906. That superior authority should,as soon as circumstances allow, be a whole-
time officer and be called the Development Commissioner sne

196. Local Governments should issue a rule empowering Registrars to rescind

any resolution or act of any officer, Committee or Society which deals
with controversial opinions of a political or religious character. Posi-
tive objects of societies might be defined by rule on lines obtaining in

Raiffeisen sooieties ...~ e~

197. An expert co-operative adviser with the Government of India recommended

Pullic depossts, agricullural advances, ete:

198, Though securities are not trust funds, this legal limitation would not, it is
 presumed, prevent use of Court of Wards funds for assisting societies
constitated for the benefit of the Wards’ estate or its tenantry ...

199, From a co-ofaemtive pbint of view all deposits whether from Courts of

-

Wards or Local Bodies are welcome ify permitted. W' ore risk falls
partly on Government as in case or security ple + one of its
officers, it is justifiable tc-allow the officer te
‘jnvestment in co-operative institutions

vauperization is

200, ‘Grants by private ihdjﬁduals or local bodies _ 1;ropriatg *" case of new deve- -

lopments like daivies and cattle breeding—so lo

‘ avoided .. e
201, Act X1I of 1884 should be Jamen(vl'ed 50 a8 to allow of agric "1 Joans to .
c be made to societies direct.' 'Central Banks may also be u in dis< -
tributing such loans to societies = ... . .. T

+ .

be given to societies when an Improvement has to be made .~ .at
exertions of several peasants. Societies should in that case reduce their

: rate of interest S e e . ees

o+ Financial aid by Government,

" 08, Considerations governing financing of memkbers of rocieties duting famines,

Necessity of working to the ordinary cyole of good and bad years ...

< 204, Power - to utilize initial Government ‘advances may be, 'safely;: ‘left to

. shape of an

‘Pap’ .
1956

198 -
197

198

199

201
202-208.

204

904,
905 -

Y

207

208

Toeal . Governments ard: Registrars. ' Such advances: need not be.

. " confined to credit societies: but if given to insurance societies should

~ movement by the rejection of a system of money doles an
- special concesions - .. -0 vl L e

. RN
e

floid resources to the extent neceseary for stability an | safety "

. . "be'given as suggested in paragraph 12 .. e e

" 205, Goverbment's aititude thot it dicolaime all financial respomsibility and i .}
.+ makes no Gefinite promise of monetary report issound in o far as it
* . aimsat establishing - & self-contained and self-supporting’ co-o tive
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207, Co-0 ive banking governed by eame basic laws of finance as ordinary
2T Co l?:;aktiln;. Co-o;eg‘ative bank{ng suffers from disability that pro-notes
of its societies cannot be freely discounted and comm?rcml banks cannot
be expecterl to take up this business to any appreciable degree. Nor
without guarantee from Government will Provincial Banks be able to
raise capital sufficiently cheaply in all casesto solve the diffeulty of
maintaining adequate fluid resources cre v s

208. Tt is on facilities for rediscount that the problem of providing adequate
fluid resources depends and in India there is 1o agency to do tals e

209, Pailing commercial and Presidency Banks, the only alternative agenoy
seems to be a State co-operative apex hank o sor rou
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ON CO-OPERATION IN INDIA.
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«

Aspur Mano Kuay.—

l
How to start a Punjab Village Bank wee {32l and Military Qasette
Press, Lokore.)

AGRICULTURAL AND (o0-OPERATIVE (FAZETTE, —

Published monthly, Nagpur voo (Desha Serak Press, Polume
X1, comprises zasues for
1915.)
Bapve, R. B~
Co-operative work on the Nira Canal voe o (Bambay Co-operative Records
Series, Scottish  Mission
Press, Poona, 1914.)

Contents.—Account of Development of nrigation in Nia Vallev., Foundation of
the Co-operative Societies. Details of the system of oxganization and
managoment. Criticisin.  Metbod of sale of jaggery. Supply of
artificial manure,

Crayrox, H.~
Rural Development in Burma (Rangoon.)

Contents.—Discussion of the Rural Life Problem in Burma. The application of
Co-operation to Agriculture. The Danish Example. Local savings.
Agricultural Co-operative Credit Societies. Co-operative Insurance of
Live Stock, Sale of agricultural produce, Purchase. Bibliography.

Coruixs, B. A.—

Hinte on the Starting and Management of Central Co-
operative Banks—Provisional Issne ... o [ Bikar and Orissa Governmentd
Press, 1914.)

Courixs, B. A— -
Hints on starting Co-operative Societies with unlimited

liability in rural areas voe {Brhar and Orissa Government
Press, 1913.)

Co-0PERATION IN INDIA—

Resolution by the Governmeut of Indiain leaflet form... (Superintendent, Gavernment
Printing, Caleuttn, 1914.)

Crosruwarre, H, B.—
Primer of Co-operative Credif for the Central Provinees and
Berar e ) ... (Nagpur, 1910.)

Contents—Cas. for cooperabive credit; What is Co-operative evedit P Ave the
provinces raficiently advanced for co-operaticn P The Rural Society ;
the Central Bank ; the Urban Society. Appendices, including specimen
bye-laws of rurval societien and Central Banks ; Specimen Forms ; Rules
and Notifications under the Act. Bibliography.

De, Kiran CHANDRA, —
Co-operative Credit Societies Manual for Eastern Bengal
and Assam ... vos . (Board’s  Manuwal No. JI
Calcutta, 1910.)

Contents~—Introduction. Act and Rules. Model bye-laws of limited and unlimited
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