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PREFACE. 

'l'B. following report has beeu'1n'itten to the 9rder of the Madras GO'I"emment 
88 conveyed in G.O. dated 15th March 1892, His Excellency Lord'Wenlook being 
desirous of assisting the organization of rural credit throug'h Land and Agricultural 
banks in this Presidency, in view:. to t.he replacement of the individual money· 
lender and to the development of the economiQ conditio~'Qrthe cQuntry. 

• The delay in submitting the report is due. to m'!'by causes, principally to the 
immensity and complexity of the subject, to the difficulty of ascertaining and then of 
ohtaining sources of information, to the discontinuity thereby imposed' when a half 
finished stUGY had to be broken off till ihe re6eipt of furth~r information, te the 
extreme difficulty arising from the incessant Gemands of a Collector', work,. not
withstanding two periods of special duty. Until 1894 there was, practically, no 
English work even on the one subject of P~pular banks, while the sources of 
detailed information' are, even now, only in foreign languages; and it is believed 
that there is no existing work ~ English.on the Land and ::lavings banks systems, 
or upon the credit systems and indebtedness of the landed proprietor, of the 
European continent. For the Madras Presidency statistics and information did 
not exist, and it is only through much enquiry and by the courtesy of numerous 
oorrespondents that information has been obtained. A list of the questions origi
nally issued and of the correspondents to whom they were sent •. will be found in 
the appendix. 

Some explanation of the contents and method of this report is needed. 

The report, with its appendices, is, of course, a compilation from numerous 
works and reports of Europe and America. A Madras civilian could hardly obtain 
a working knowledge of the variety of banks herein described, especially UDder 
the difficulties of distance, diversity of language, and the like. lIenee it professes 
to be no mo\·e than a compilation so far as European matters are concerned. For 
this country, facts and, opinions have been supplied by numerous correspondents 
and itl£orw\lnts especially in the matter of the Nidhis, by the courtesy of the Courts 
and by the statistios of the Registrat.ion department which have been consulted 
through the aid of the present InRpeotor-General the Hon'ble Mr. S. Srinivasa 
Raghava Iyengar, C.l.B. But in so complicated a matter as the rural banking 
systems of Europe, a matter moreover on which no English treatises exist, save 
only a few blue books and Commeroial reports and, in 18!J4, the work of Mr. Wol1f 
on Popular blinks, it would have been impossible for the writer to have obtai~.d 
the neoossary material, had not the first start been given him by the works and 
by the assistanoe of those already versed in the Rnbject. they are too numerous 
to mention, but it is impossible for the writer to omit his thanks to M. Tisserand. 
Director of Agriculture for France, to Dr. Thiel in the same department in Berlin, 
to M. Louis Durand for the assistance afforded by his, standard work on • Le 
Cr6dit Agricola,' to M. Josseau, the learned author of the manual of the' Credit 
Foncier,' and to the numerous other gentlemen who have given their assistane& 
botfl in this country and in Europe. Had the acknowledgments due to all author& 

• 



Jt was necessary to know what had beeD QOIlI! in Europa, why it Wal! 40ne, aIl4 
why any system had succeeded or failed. The result is thll sAries of s~lIdics repre. 
!!Cntcd PI the several chapters of Appendix: lou European indllbtednesli and credi. 
tlY8tcm,. Other appendices .will follow j Appendix: II will contain .. translatio~ 
(If or excerpts from the banking and society legislation ,0£ Europe and America, 
and will, it is hoped, form a fairly complete English compendium of thos~ l~w8 j 
it. will also embody transhtions of ·t\ohe model articles of the seve-ral classes of 
institutions snd an index: which the writer has not yet been able to prepare; a third 
appendix will, it is hoped, present manua.ls for the several classes of popula.r and 
savings banks, together with a much more detailed study of Madras systems of 
credit and indebtedness, though it wonld ~eem preferable that such manuals and 
.enquiries should be undertaken by tbe Agricultural Department. 

Appendix: II will be issu!Jd very shortlf, but it has been thought well not tQ 
dcloy further the main report mE'rely in order to present the matter complete. H 
is, however, a mat.t.er of much regret to th!l writer that the model articles of the 
various European banks and the laws which govern them, could not be presented 
at the Bame time as the accompanyi~ set of stljdies. 

Tho~e studies represent mainly the notes made during the progres~ of each 
I!tudy; tlley may contain much that may be thought unneces8ary', but it has been 
judged advisable to print them as they stanil, since the labour of compiling them. 
WIIS very cousidcraLle. and &inoo it id possible that What .,.,.w oooma i,'rol"vant may 
prove to be important. The chapters are consequently left as they are for the 
perusal of those who wi~h to know the general characteri~tics of the chief 
European systems, while the I Bibliography' will assist those who de~ire further 
iuformation. It is impussible to predict what systems and what forms of orgAnized 
credit may obtain favour or tllke shape in Madras j hence the mass of material is 
left from which experts may .elent what soems likely to assist their endeavours. 
For in"tance, the suggestions of this report are ohiefly concerned with t.he intro
duction of bauking credit for tho mass of small proprietors. since meD of large or 
considerable properties can usually obtain credit on fllir terms with existing banks, 
or should have sufficient business capacity to unite in ca.pitalizing credit banks 
of their own without calling IIpon the State for aid. In fact at this moment 
(January I8!)::') a proposal has been made for the establishment of a Zemindars.' 
. Bank, and should this proposal be seriously taken up by the Landholders' Associa
tion, they will find in the chapters on Real Credit a fairly complete sketch of the 
methods of l<Jurope, especially of the Mutual Land Banks of Prussia, and in 
Appendix 11 a translation of the laws affecting tho~e and other hanks. The 
proposals indeed of this report for banks in general will suit both large and small 
banks j Bee chapter on Joint Stock Ba.nkli in the draft bill. 

The studies themselves are, of courRe, only aketches j they are in Ill) aense 
manullls. The hand-book of the French' Credit Fonoier/-the instit·utiotl which 
bears that name, not • Credit Foncier '. or Real creuit in the abstract--by M. 
Josseau, is a trea[.i~e in two thick volumes, aud, even with the imperfect informa.
tion at. the writtlr's disposal, it is obvious that a treatise m~rely on Real Crl;'dit in 
Enrope would be the work of years alld requir .. volum.·s; hence a study which is 
requil·o.I to rang" over noi merely Land banks, but OV~F all those classt'8 of rural 
thrift Rnd CI'\lllit included under the hea.d of Agricultural banb, ('annot but treat; 
the sub4~ot les8 closd] than is desirable. It is boped to provide. graauallr. 



1!DlInuaIs with model (orms and &CCOunt.a for each clas8 of banks; that is, to expand' 
4I6Ch study into a manual, and to provide with each, suggestions fd .. this country ; 
but that will be a work of years. The manual for the Italian Popula?banks is a 
Tolnme of above 550 closely printed octavo pages; a similar manual ''tor thi6 
Presidency would be a work of great labouf and should be of much value,bu~ 
could, perhaps, only be written after Bome years of practical ",:ork. 

, Th6 scheme of Appendix I-the feal report--is as follows: a chapter ou 
credit in general forms the first study, since a perusal of the Indian litllrature' 
on the subject and the voluminous replies to questions framed for this report, 
show that the conditions and funct.ions of rural crfldit have not beeu altogether 
appreciated. The postulates of credit, its applications and limitations are therefore 
briefly dealt with j the absolute necessity for • proximity' is insisted on j only 
local banks can deal with smaH folk j the necessity that lenders shall be secure of 
the full and punctual return of their loans, and that the borrowers shall be safe
guarded in their dealings with lenders, is equally maintained. But in this and in 
the follo .ving chapter on • indebtedness: it is especially sought to bring out the 
fact that the establishment of banks, great or small, is, per 8t, no remedy at all £01" 

rural bdebtedness, and may indeed, seriously aggravate the difficulty; it is not 
mere facility or cheapness of credit that.is desirable, but Ii safeguarded, educbtive 
credit ~ a credit, moreover, based not npQ~" subventions from the State or upon any 
syst9m not (.lwruug!Jly businesslike in itSprincipl"","but hasrd upon the thrift 
and prudence of associated members, whose savings and charactrr attract, in the 
ordinary way of business, abundant deposits from the saving public: it is thrift 

. . 
and prudence, not charity or State aid, ,vhicb must be the basis of all true credit, 
such as will benefit and develop, and not enervate and paralyze a nation. This 
credit is that which is being sought, and to a. great extent successfully, in Europe. 

The chapter on the indt3utedness of the European peasant is introduced t() 
IIhow 'not merely that indebtedness is the common lot of agriculturists, especially 
of the smaller folk, but to prove that such indebtedness is not in itself the work of 
the usurer, though its mass may be increased, its miseries may be exacerbated, and 
its evil effect upon independence developed by his action, but of social conditions 
and characteristics, and even of the actual benefits and modes of progress which 
during the century have gradually developed in or been introduced into Europe; 
indebtedness cannot be got rid of-it may be increased·-by substituting banks for 
money-lenders: no mere change in the machinery of credit can eliminate the diffi
culty. The countries where rural debt is most marked are those where elieap 
banking is almost universal, as in Switzerland and Norway, and this has been 
brought about not merely by seasonal stress, and by misfortllDe, but by the actual 
facility for credit, by the introduction of seemingly just laws as to inheritance, by 
the removal of feudal disabilities, by the wonderful development in communications 
of which this century has seen the introduction and of which it is justly proud. 

'Passing then to the methods and institutions by which Europe has endeavoured 
to solve the problem of indebtedness, credit has been displayed under the several 
heads of Real, Ch. ··tel and Personal. The first class of credit, viz., Land Banks, 
is dealt with in one chapter by coup.tries, special prominence being given to ,the 
mutual system as exemplified in' the German Landschaften, and to the Credit 
Foncier of France as a Joint Stock Company of a quasi-puhlic character. The 
'Dext chapter deals with the same matter not by countrie8 but by 8ubjects. It will 
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be apparent !rom those chapt .. '"!! that tho Land Banks of Europe are not org" nized 
for de,ilirog or oannot succeed .1 dealing with the smail folk; loans required by 
sucb .. pOOple are too small, eXpenl'l! afe too great, and the profits too incon~ider
ar)lI, to make th~ Itusinoss possible. State Banks ospecially, are, 'lXCl'pt in tho case 
of p~tty priI,ll'iJ.lalities or States, a fl. ;Iul'o &8 regards small land credit. .Speaking 
gen(]rnllYy4e only i1Jatitutions whi~~ deal in very small mortgage oredlt are the 
Swis0anks, all local, and the Buildint, Societies of Great Britain and the U oited 
S~p(;"s of Ampriea. On this latter class of society, now beginning to be called 
Co-operativtl banks, & ~eparate AectlOn is enttJred, not merely because of their 
ability to provide small mortgage credit upon the terms required by the postulates 
abovc mentioned, but because they are tho prototypos of the Madras Nidhis or 
Loan Fnnds, which. in their way, havE' already achieved some success in this Presi
duney as Popular Banks. 

The next chapter deals with what is called in Europe ' Le Credit Agricole,' 
that is, all classes of credit for agriculturists other than real credit, including 
pawubroking and advances upon creps, bonds or hilJR on personal security, and 
Ute like. It will be aeen that attempts have been made to supply this credit by 
apecial in~titutions and spocial laws, but that. aucb have been a general failure; it 
doeR not seem possible to 8pecialize agricultural oredit and to treat it as a thing by 
itsolf; what iH wanted i. simply ~."l banking." 

The1ruI,"uquent chaptC'r is one of the most important, as it deal" with 
• Populal' Bauks' under their several systems. Thcse are generally co-opl'rative, 
that i~, th" whole of th~ bank oporations nro conduct.ed by the memi1..'rs and for 
t,be mmnl)er~; tho society does not consist of a fixed number of transferabl~ shares 
whieh mILy he transferred to and held by anyone soever; but. of a congeries of men 
all pf.'rsonally selecu'd for ndmission to membership; the liOlding of a share does 
not make c, man a member as in a joint stock society, but membership brives a 
right to a.nd roquires the holding of a share; the society is an aggregation of 
m('mhel'H not of sharos. Moreover tho borrowers are the members and the mem
bers ulIly; the inh'rcsts of the bank are bound up with its members, that is with 
it~ borrowol'", and the result is not merely safety to the borrower, bnt great facility 

, "nd cheaplIl,gs of loans-ijince all profits ret,urn to members~oupled with a very 
distincL mural infhwnce by the sooi'lty over its individual components.. These 
Boeil'liM nl'c described in some detail as they provide credit "ven for the smallest. 
folk, hilt .. ~t".lIy upon wh"t in banking is technically termed • cbaracter,' i."., on 
~"l\Uri ty . bas"d upon the general status, position and character of a borrow,or and 
hiij sureties; mOltgages are litt.le lIsl'd by these societios which are specially 
adapttld for what is kuown generally as • agricultural credit,' that is the loans.for 
tho current neNls of the agriculturiRt and for his working (,"pita!. . 

It i" in Ihis chapter that the Building Societies of England%,d the United 
8tutl's are noticed; the section on this subject should bave bt1eu part.icularly full, 
siuel' the Nidbis of this l'ff>sid,'ney or,,' obyiously de\'elopllIents of the same syst.em, 
,whilo the nlt'thods of the .'Vestt'rn Sociptics provide much useful matter for 
oonsirltlmt.ion in the Eallt. Unfortunately the ",rill'r has not had time to re-writo 
the til~+ imperfect ,haft, espeoially as a brand-new lalVhas just (1894) been passed 
on the Buhject in Engllmd. It bas, howcv"r, been thought advisable not furtber 
to delay this /ir.t inst.,lment of the report, but to present a revised chapter on the 
8I1hjl'~ in t,ho forthcomihg Appendix II. 
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" Following this chapter are studies on various special classes s~h as Monts 
de Piete, Positos, Agricultural Associations and the like. The Posit.oS~d l'llonti 
Frumentarii of Spain and Italy respectively, are especially worth stuJy,as ~vid
ing grain credit for the poorer cultivators. The Agricultural A.~sociations arSliot 
onlfimportant in them~elves, but are, in Fra.ncf'. developing agricultural credit by 
means of spocial annexes; as at Poligny. 

A further chapter deals with Savings Banks; this is entllretl not ru"rely 
because a leading suggestion of this report is that personal thrift must lw the ban"" 
of true credit, but because the Sa.vings Banks of Europe and America are amongst 
the greatest Land Mortgage banks in the world. In England. France, and India 
the Savings Bank is one which accepts the petty deposits of the small folk, and, 
for the purpose of absolute safety, invests the whole of the deposits in the Stat .. 
Treasury. But in Germany,_Austria, Italy and the United States, tho SavingR 
Banks have, within certain limits laid down by law, the freo disposal of their 
funds; one of the permitted invt>o • .nents is first mortgages, and it is found by long 
experience that these are perfectly safe. In Prussia, for instance, above hulf of the 
deposits are invcsted in mortgages; this means above £90,000,000, and half of 
this immense sum is invested in rura,! mortgages. The study of these banks is 
most interesting, especially when, as in Italy, they are almost entirely worked 
grnJ,"itouoly ci;,hor Lh1VU!5h Lrustees (as in -to:o- Rnp;lish Tru~tee Savings Banks) 
01' by public bodies, or by public or quasi-public institution~ 8uch-k5 .MUll"1 <11 

Pieta I the section on the great Milan Savings Bank is especially interesting. 

It was intended to discuss somewhat fully the question of the registration of 
title, but it was found impossible, in a chapter of a report upon banks, to deal 
adequately with a subject gf great intricacy and difficulty, which requires of itself 
years of stndy and research. Moreover, since it is believed that the de~idemtum 
for this Presidency is local village banks and not central banks, the importance of 
a complete system of registration is, in this connection, inconsiderable, since local 
banks are sufficiently acquainted with borrowers to disponse with searches in r"h'ia
tration offices, and are usually able to prevent any fraud by local influenoe and 
knowledge. As regards encumbrances, a recent Government order has provided a 
system of indexes which will enable any bank to ascertain priorencumbrancos with 
the minimum pf difficulty and maximum of certainty. The question requires and 
deserves separate study. 

}'rom this sket<:h of European institutions and methods, the appendix proceeds 
to a review of Madras systems of credit and Madras indebtedness. The chicf point 
for remark is t.hat, with one exception, Madras rural credit is entirely provided by 
the indiviilual ~oney.lcnder; this money-lender, though essential in the absence 
of banks, as dlOwn in the first- chapter, is expensive and dangerous ; not 301 ways 
dangerous, but alwo.ys possibly dangerous. While fulfilling the condition of prox
imity he is not a safe 80111"ce of credit, nor can he, dealing as he does with hiB own 
capital only with some borrowed additions, supply capital to any amount- at an)' 
time for any period, nor can he usually receive it back by convenient instalml'nt ... 
Nor, since heis an individual, can ho be trust.ed with personal powcrs;.£...rtnmary 
recovery, so that he does not enjoy the' security, ' which is a .. -P""tu'bte of cheap 
and ready credit. Hence the money-lender regime mut!lt-,-(s in all countries, l;Q 

gradually replaced by that of the banks. 
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Rut indebtedness, while serious, must not be exaggerated. Observers, looking 
.onlyat the worRt ~ases, often in towns where the worst usury is practised, and 
perhaps knoW'ing only local facts, are apt to take very gloomy yiews, whereas a 
larger indUC'tion from Presidency facts, and a comparative view. of European facts, 
shoW' ~,,,t the Madras ryot is in no way in a hopeless c.ondition. Many of' the 
poo~r or labourtlr-ryot class are in great and chronic embarrassment; 80 also the 
numerous clas8 of labourers, servants, and the small-salaried classes generally; but 
t,he mass of ryots is not deeply indebted.· The mortgage debt especially i~ moderate, 
and &",s not, as it exists in any given year, aggrega.te one-half of the value of the 
spnual crops. It is also certain that there is a considerable amount of actual 

, coined wealth, in addition to th&value of the soil, stock, crops and buildings, which 
a judicious banking system would bring into fruitful use, while it is equally certain 
that there iR a great number of intelligent men, who habitually deal with communal 
and other matters involving ma!?y complications and requiring considerable ability, 
and with Government operations and calculations demanding considerabl& intelli
gllnce and knowledge; these with a large number of officials, retired and otherwise, 
are available for local banking operations. 

That small banking associations are possible is shown by the one exception 
'co the regime of the money-lender, viz., the 140 Loan Funds or Xidhis. Many of 
these an. situatod in the mo£ussil, and are entirely managed and financed by the 
peoplo themselves, not merely in spite of n, .. o.h'ATl'!8 of State or other extraneous 
'assistance, but not,withst,anding poaitive legal difficulties, and J.lOtwith.t"miline- the 
iliaAbilit,y of offiGiAls, till of late, to take an active part in the administration of 
these societies. A chapter is entirely devot.ed to a description of these societies 
and their methodA. 

It follows, then, that if the principles of rural banking are made widely known, 
and ar" accepted by the more intelligent classes, aud if the law and the executive 
will assist the development of societies by suggestion, by the removal of disabilities 
and obstacles, and by the grant of variou8 privileges, there is every hope of a rapid 
and wide development of small local societies, chiefly co-operative, thoroughly in 
touch wit,h their clientele, independent of State aid, gathering in idle hoards and 
pott,y savings, providing facile, cheap, and above all safe and educative credit to their 
members, secure in the repayment of their loans, and exciting, in a high degree, 
those great nat,ional qualities of thrift, prudence, self and mutual help not merely 
in credit but in other directions, without which no nation can obtain a healthy and 
vigorous devolopmcnt. 

The following olmpter on 'Law,' therefore, dealq largely with the necessary 
~kvelopmont of thl' law of soeietics or company law, in this country. Based upou 
a comparative study of those laws of Europe and America which deal with thrift, 
providence Ilud crodit especially as regardS the poorer classes, it sug~t'ilts various 
reforms 'in, uni! additions, to, the laws of this country, showing (.hat while the 
genoral company law of Europe is extremely therough and complete, there is ill. 

, every l,ountry a body of law outside the general company law, which deals solely with 
~, . 

in .. titutionR of the .. hove nature, such as Co-operative Societies and Banks, Bllilding 
Socielins or Co-operat.ivl' Bunks, Savings Banks, Benefit Societies, Loan Sooieties, 
Agriculturlll A<sociatiens and thl' like. This cOllntry alone is devoid of even the 
Jembbuee of Rueha lllw: the only company law being that of 1882 and 1887, hased 
upon th,' Ellgliilh law of trading companies, which, even in England, is Dot applicable , 
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to institutions for thrift, providence and co-operntion. Most of the 8u~g('slion8 of 
- this chapter are compiled into a draCt bill, not indued intended as 11 bill fOI k'gl1l 
purposes, bul to throw into crisp and definite Shape the several l!ouggestions and 
recommendations derived from, and made in, the course of the previous~~dieR. The 
bill provides R scparate clmpter for ordinary Joint Stock Banks for rUrM .creriit ; 
this contains cl'rtain general administrative provisions, suggt)sts Bflooial m«hotls 
of financing the banks, and grants various privii('ges, and, as a corollary nnd in 
imitation of the universal proviSions of E uropcan and Aml'rican systBms, 1)rovide8 a 
certain amount of State and 'other supervision, clliefly by means of a Commi~~iotl('r 
for rural credit who should combine the duties and powers of the English Regi~trllr 
of Friendly, &c., Societies, of an American Commissioner of Savings lind otht'r 
banks, and Qf the Italian Director of Agriculture, Trade, and InduHtry, who, in 
Italy, is expressly charged with the supervision of thrift, creuit, and popular Iwn ... 
ficent and prudential association. It is believed that not II single provigion i1I 
novel or wholly so; there is a parallol for every item throughout the bill. '1'he 
next chapter of the bill deals especially with Co-operative societies and banks, and 
while applying most of tho provisions of the previous chapter, grants addit.iomd 
and important privileges with the avowed object of promoting co-0pHrative 80cietips 
of the German and Italian type. The subsequent chapters of the hill deal with 
Savings Banks, Agricultural Associations, and Land Improvement Banks. 

It is to bfl flxprcs8lv prot.,,} tilac in ... 11 countries where mutters of pOpUhtf 
thrift .. orodit .. uU llolf-help are in consideration, St.ote ~Ilpervision is illvariabi~'; 
nowhere more so than in England and Amer-ica. In this lattl'r cuuntry, ind....d. 
the laws of every State provide extraordinary supervision over every oluss of blLllk, 
including all trading banks. It is not, then, a matter of surpri8e that Bome Much 
provision should be entered as one of the main suggflstions of this report. 

Still less-the contents of the appendix being considered-is it a matr,er of 
s!lrprige that. Co-operative Banks should be e~pecif!lly gllggest.ed as the dl'sitl~rntum 
of this country; t.he studies of this report will have beon writton in vain if thil. 
idga doeS not obtain general acceptanoe; ~overal years of ~tudy given to thiH. 
subject, without previolls predilections, have at ll'ast forced this illea upon t.he 
writer. Nevertheless it is not one system that is to be sought; thore is room 
for all the various classes of bank; only it is believed that in no class saY(· I;\w 
co-operative, will be found united the soveral desiderata of II safe and 8anal ive 
rural credit. 

rThe pith of the whole report is, in fact, contained in the following proposit:ons. 

All farmers; especially small proprietors, must of necessity and will borr'lw at 
one time or other; the mass borrow habitually. 

• 

8,,~h borrowings are seldom for land improvements, but are t.he result of 
laws, custom~, surroundings, social charactlJriiltic", seasonal difficultie!;, isolation 
from open markets, and the like . 

Hence the radical remedy for indebtedness is not in the organization of credit, 
but in t.he removal from the farmer of all unnecessary disabilities, and in the pro. 
motion of all possible improvements whether in customs, in social chamcl;eri.tics, 
in executive demands and systems, in tlJe opening of markets, in th~,' ppread of 
sound education, in the development of agricnltural an,l industrial methods, and 
80 forth. 
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Nevertheless the organization of oredit. which is the subject of the present 
enquiry. is, in itself, an importaot palliative, sinCe the cost of the necessary capital 
oan thereby be largoly reduced, so that the farmer may borrow Without hopeless 
and life-long embarrassment. Particular modes of organization not only effect this 
object, but are introductory of other essentisl developments. 

,Generally speaking, banks are not available for small farmers, and the private 
money-lender is the only available source of credit. This source is rudimentary 
and defective in method a~d in its supply of credit, while it is open to many serious 
objections, amengst which is undue dearness of credit; in this Presidency from 9 
to 18 per cent. are ordinary rates, 12 per cent. being' dharma vatti' or equitable 
interest. ' 

When interest on borrowed money is at 12 to 18 per c~nt., the profits, even of 
land improvements, must be swallowed up by the interest; a fortiori, credit at 12 
to 18 per cent. for purposes other than improvements must reduce the farmer to 
poverty and keep ~im a dependent pauper. 

If interest can be reduced to, say, 6 per cent., the burden of indebtedness 
would be halved, improvements would be profitable, and' debt no longer mean' 
pauperization. 

But the mere reduotion of interest to 6 per oent. would not msan necessarily or 
generally a reduction of indebtedness; rather, BS rural economic history teaches, 
would it mean a greater mass of debt; borrowings would be larger because of the 

,oheapness of money; the annual cost would remain the same, but the volume would 
be doubled. 

It is, then, essential to discover methods of credit which. while supplying 
capita1 at half "f present rates, will equally tend to keep the borrowing down; it is 
believed Bnd ul'gad that Co-operative Credit societies or Village banks will not only 
achieve or tend to Mhieve these objects, but will equally develop many desirable 
and even essential characteristics such as those of thrift, prudencll, self and mutual 
help, will initiate those forms of co-operation which tend to assure to eaoh man the 
full value of his labour, Bnd those stimulating' ideas of progress so greatly needed 
by a conservative Bnd isolated peasantry; such societies will, as in Germany and 
Italy, .. everywhere form oentres of economic and moral progress (De Laveley,,~ 

It may be asked why, since report was required regarding both land and agri
cultural banks, direct suggestion has only been made for village banks. It is 
rt'plied, that land banks, i.e., banks devoted solely or chiefly to land mortgage 
credit, do not appear to be either suited to or needed by the ryots of the Presidency. 
The clicntMe of the banks will consist of very small folk requiring very small loans ; 
no land bank can deal in such small business, for the oost of enquirie~, the risk of 
bad business, the worthlessness of petty parcels of land to a central bank, prevent 
a land bank from dealing With such folk, as the experience of Europe amply shows_ 
It is truo that there are numerous mortgages in this oountry, but half of these 
average only Rs. 4t apiece, and most of these would be wholly unnecessary if 
ordinary credit ,were properly organized through village banks; a mortgage deed 
with its stamp duty, registrati~n charges, witnesses batta, &e., for a loan of Rs. 25-
to Rs. 50 for sill: months or a year, is an absurdity, yet is an absurd fact for more 
than 50,000 registered- mortgages annually. The vast bulk of agricultul'!ll and 
rural crMlt can and should be granted by'village banks. 
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r!t may be argulld that the land requires improvements, th~ the rots want 
capital to sink in such improvements, and that land banb are necessary fOf that 
purpose. It is replied that though the land may need permanent improvements, 
that is not the primary aim or desire of the ryots; his first desire and his first n£1d 
are to get rid of debt and to kecp out of debt, to borrow cheaply for current need. 
and to repay convenie~tly. That is the work of village banks, and it is only wben 
this vast business is fairly in hand and in a fair way of suocess, that the rrot will 
turn towards permanent improvements, which are but a burden to him if he cannot 
keep their proceeds for himself. Land improvement is s10west and last in develop" 
ment; the land improvement banks do scarcely any business in Germany where 
the mortgage and other debt is enormous. The ikprovements in agriculture at 
which the ryot first aims are those which he can efi'eet by a better general condition 
of his finances, and this is the work of village banks as shown by the operations of 
the Raiffeisen and Wollemborg bank!:.l 

The final ohapter deals with such recommendations as the writer bas bccn 
able to make in addition to or in explanation of the entries in the chapter on 

. " Law" and in the draft bill. .Certain special items in the development of banks • 
having been dealt with, proposals are made regarding the management of village 
banks, their organization, functions and methods; this part of the chapter is, in I 

fact, an explanation of the reasons for the various rules of the 'model articles 
which are contained in its final section. These articles are merely tentative; 
it is impossible to predict the exact form which they will take; they are mere 
suggestions baaed upon the experiBnoe of the European systems. No attempt has 
been made to propound articles for larger banks; the business men who may 
desire to start such banks, will do so with facility when it has been decided 
whether the privileges and methods proposed in the draft bill are or are not 
practicable. Model articles and recommendations for Savings banks proper, and 
for Agricultural Asso,!iations will follow in another appendix. 

It is, indeed, difficult to work out in detail ill advance Imy distinct scheme; 
it is impossible to say what methods will best suit the genius of the people. But 
if it is difficult to propose in advance the full working details of a single system, 
it is absolutely impossible to propose a complete scheme for the general establish
ment of banks throughout the Presidency. Correspondents and others appear to 
expect some all-embracing scheme by which banks would be made to spring up 
throughout the land. 

That is precisely what seems impossible; no such thing has ever succeeded in 
Europe or elsewhere; hundreds of cut and dry Bchemes have been ~'oposed, but 
not one bas ever succeeded, except perhaps the Land bank system of Prussia, 
which with extraordinary prescience, Fl'ederick the Great fOlmded by simple fiat. 
Yet even these grew but slowly; they were not for the masses but only for a class, 
that of the nobles; they were very few in number and slow of growth, and they 
}'equired a great deal of attention and modification in practical working. Every 
one of the systems which have dealt successfully with popular savings, help, and 
credit, has grown out of the smallest beginnings by a slow and painful development; 
the Schulze-Delitzsch, quickest of growth, took many years of solid, inces8ant 
work,-not merely writing or "talking-before its principles were fully developed or 
finally accepted; the Raiffeisen system, dealing wit h the rustics, was of far slower 
growth; the Savings Banks system and the great Benefit, Friendly, Co.operative 
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-and Building Societies systems of England and the United States of America, 
began in the smallest of ways and slowly worked out their problems in actual 
practioe; the problem seemed insoluble, yet-8olvitl'" ambulando. No man could, 
especially in a country where banking credit is a thing absolutely unknown, fashion 
out a general scheme; even if worked out, it could. only be imposed and would not 
of itself grow into fact; a report can d~scribe and suggest, but it is for the people 
themselves to work the suggestions into practical shape by experiment, since it is 
not expected that the State will interfere directly either in initiating or administer
ing such institutions. Hence this report has described existing facts and methods 
both in Europe ann in this Presidency, and in the chapter of recommendations, 
in that on .. Law," and in the draft bill will be found the general proposals for a. 
variety of banking systems. It is impossible to foresee the system or systems of 
the future, but the recommendations made provide everything which has suggested 
itself to'the writer for the development of banks. There is no real obstacle even 
at this moment to such development; the law and the executive if not favouring, 
aTe not in any way hostile; quite otherwise; but if the suggestions of the draft bill 
are accepted lmd properly drafted, with all necessary amendments and modifications, 
into a working law, they will suggest and assist the development of banks in a very 
marked degree. This country is essentially imitative and adoptive; so far as has 
been possible, the facts of other countries have been given, and suggestions made; 
it remains for those who believe in banks, and in the reform of rural credit, who 
are seriously interested in the economio and moral advancement of the ryots, and 
who dwell amongst and are of the people, to obtain the passing of some such law 
as has been sketched, and to sit down and develop by actual praotice the system 
or By~toms of tho future. Possibly one of Buch systems will be found in a modifi
cation of the existing Nidhi, which at present is not quite suitable for agricultural 
needs, but cnn be easily adapted; indeed it cannot be doubted but that had a 
ravoul'able law and due supervision been in existence during the last twenty 
yoors, these Nidhis would have already attained a tenfold development. The 
future of rural credit lies -with those who being of the people, live among the 
people, and yet by their intelligence, prescience and energy, are above the people; 
Ruch were the reformers of Germany and Italy who have introduced the great 
"ystems of popular credit ill those countries, and, taking the word • Raiffeisen ' , . 
not as indicative of a particular person or system, but of the zeal, energy, patience 
nnd continuous devotion so thoroughly exemplified in that great reformer, and of 
the spirit of .co·operation, thrift, self and mutual help so thoroughly' developed in 
the above alld similar systems, the whole of this report might be sUIDmed up in 
the two words • Find Raiffeisen.' 

ANANTAPUR, 

1895. 
F. A. NICHOLSON. 
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