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Programme of Conference of Registrars of Co·opcrativo Credit 
Societies, September 1906. 

I.-General Progress made. 
H.-Cash Danks. 
A.-Village l3anks .. 

(l) Number of members-class of membcrs-arra-limitcd or unlimil<'<l 
liability-entrance fees-deposits by members-loans by nou·mcml.cr• or by 
Government-rate of interest }laid on deposits-(lbj•·ets for which lo:m~ nro 
mado to members-interest ehargcd to members-punctuality of repayment­
extent and reasons for default-action taken to enforce punctuality-expulsion 
of unsatisfactory members-causes of failure of villa:;o banks. Growth .of rc· 
serve fund. llow it is held, .!!'or what purposes it may bo usetl. 

(2) Tho managing body. Tho manager. Tho accountant. Supervisors. 
Accounts. Disputes. 

(3) llelp to be got from (a) loading land·owners, (b) money· lenders, (~) 
others. Opposition experienced, and how to overcome it. Litigation, and how 
to avoid it. · 

D. Urban Societies, 
Same heads as above. 

C. (a) Central Danks. 
(b) District Banks, 
(c) Land Mortgage Danks. 

D. Inspection, audit and control. 
E. llow best to fi'nanco tho movement. 

III.-Grain·banks..:_Dharmngolns. Their special advantage; and difficul· 
. ties. Village and central granaries. 

IV.-Co-oporative Village and Central Seed Societies. 
V.-Othcr forms of co·operntion­

(a) Weaving. 
(b) Sugar·boiling. 
{c) Sugar manufa~turc, 
(d) Other purposes, 

VI.-(1) Rules and by-laws under tho Act. 
, (2} Amendment of tho Act. 

{3) Privileges granted by Government, 
VII.-:-(1) Societies' year. 

· (2) Form of Annual Report nnd Statements 
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Addendum to Programme showing notes and oth~r documents 
received and the heads under which they were discussed. 

If rod. 

I 

H·A. 

II·D , 

II·C • 

li·E , 

.III 

VI (1) 

VI (2) 

VII (1) 
Vll (2) 

Dea!gnalion ol note. Where printed. 

, Note of tho Department of Revenue 
general progress, with sU!.tements. 

and Agric11lture on Appendix 
pages 2-8 

, Note on village banks in the Gonda District, by II. R, C, 
II ailey, 

, Note on co·opemlivc credit societies in Regiments or the Indian 
Army, by 1. llope Simpson. . 

, Note on the 1\Ion.dabad District Co-operative Bank, Ld., by 1. 
Hope Simpson, 

, Note on the financing of rural co-opct:l.tive credit societies, Ly 
K. C. De. 

Note on the liMncing or co-operative credit. societiea in India, 
Ly W. R. Gourlay. 

; Jlfemorandnm on village grain stores in 1\fysore State, by M, 
Hnma Rno. 

, Rcrort of the sub-committee formed to consider the rules and 
by-laws framed in the various Provinces. 

Noto on the United Frovincea rules as to summary.recovery, by 
J. Hope Simpson. 

Note dissenting from the proposals in the above note, by F. R. 
Charrinr. · 

, Dombny Revenue Department's No. 3798, dated 19th April 
1906, proposing amcndmont in section S (1) (•), 

Bombay Revenue Department's No. 7554., dated 8th August 
1006, proposing amendment in section 10 (1). . 

N ole on tbe NiaH1 of tbe Madras Presidency, by F, R, 
Charrinr. 

N ole on productive and distributive co-operative societies, by 
}>, R. Charriar, 

Note on some anomalous and difficult provisions of the Co• 
' orerntive Credit Societies Act, by J'. Hope Simpson, 

Note of the sub-committee in favour of amendme~t of· section 
8 (1). 

Noto or the sub-committee againat amendment of section 8 (1) 
• Noto on the oa-oparative credit yPar, by 1, Ilope Simpson 
• Rrport of •ub-committee on tbe form of the Annual Report and 

SU!.tomcnts. 
Nota on the Annual Reports on the working of Act No. X of 

1904, by J. Ilopo Simpaon. , · 

0, I. C. r. 0.-No, 1&63 B. U.-1'-IJ-OG-i~. i 
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Minutes or a Conference or Registrars of Co-operative Credit So­
cieties held at· Simla on the :zsth September 1906 and following 
days. · 

1. The Hon'ble Sir Denzillbbetson welcomed the Registrars. lie saiJ the 
societies in their present stage are experimental and it is too early to led assured 
of success, but the progress made seems encouraging. Prob.1bly mo~t of 
the present societies owe their existence more or less to official iuillativc, and 
many of them would die of inanition if the stimulus of active encouragement wa5 
withdrawn. Success would be assured when existing societies were able to 
run alone, and their number was being constantly added to by spontaneous 
imitation. He elicited the opinions of the indavidual Rq;:istr:us as to the 
prospects of ultimate success, and an were hopeful, and some sanguine. lie 
dwelt upon the importance of simplicity and elasticity.· He suggested that the 
figures reported by the United Provinces and the Punjab . showed a tendency 
to rapid development, which might be dangerous. :Minute attention on the part 
of the Registrar to the affairs of each society is requisite in the early stages, 
and cannot be afforded where the number of societies is very large. One failure •. 
would more than counterbalance 20 successes. By failure he understood actu.1l 
loss of their money to members or depositors. lhe chance of such failure must 
be absolutely put out of court. 

2, The ~embers· of the Conference recorded their regret at the rnforccd 
absence through ill-health of Mr. Hall, Registrar of Durma. 

3· The President sug~ested that certain matters might wen be dealt with by 
sub-committees, working m the afternoons, their conclusions being rr.corded and 
laid before the Conference. The object of the Conference was not to pass 
resolutions, but to allow of exchange of ideas and the record of opinions which 
might be of advantage to the Registrars and to the Government of India and the 
Local Governments, before whom the results would be laid. 

4· It was agreed that a sub-committee consisting of-

Mr. McNeill, convenor, 
Robertson 

" 
11 Charriar 
, Cobden-Ramsay 

should consider the question of the annual repo{t and lay its conclusions before 
the Conference; The following points were laid down for consideration and 
report:-

(i) the form in which the combined statements of all Provinces should 
be compiled for submission by the Government of J ndia to the ::icc• 
retary of State 1 · 

(ii) the desirability or otherwise of uniformity in certain of the statements 
appended to the reports to Local Governments by the Registrars; . 

(iii) if such uniformity be desirable, the form in which those statements 
shoald be prepared ; . 

(iv) the desirability or otherwise of a certain uniformity of arrantement in 
the letterpress of the provincial reports ; 

(v) the possibility, and if so the form, of uniform statements to be sub· 
rnitted to Registrars by societies. 

S· After some discussion it was resolved that a sub·committce consisting of-
1\lr, Hope Simpson, convenor, 

De, 
Thompson, 

, Gaskin, 

" 
" 
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. • d h 1 a d-by-laws framed in the various Provinces and rna ke 
:~~h~d ~~~f~r:~ctc ~:h e:ec~mmendations on the subject as they might see fit. 

1/.-Cas/z ba11ks. A.-Pi/lo1ge banks.• 

6 Th uestion of limiting (i) the number of members in villag: banks and 

(
") h. c 9 h' h they 1 .. 0 rk was discussed. It was ascertamed that the 
u t c area m w 1c " d 1 1 d' · Th • 1 • r 'ng number and area were depen ent on oca con tttons. e 

pnnclpl cs gnocl~ue.-1n0
1n reached was that no limitation in either number or area 

rrenera co - . · f 1 • d · · t d 1 
P as thPre exists in the cond1t1ons o e ect10n an JOIO an severa 
u necessary, - h' h h · t't t' b · g responsibility an automatic check, w tc prevents t e ms 1 u 1ons ecomm un· 
wieldy. · 

7. Class or tribal banks were .then co~si~ered. Several interesting in~titu• 
tions of this type, among the native Chnsttans of Bengal, the Sara~watts of 
Bombay, the Rajputs of the Pu_njab and.t~e Jats and Tharus _of the ,Umted Pr~· 
,-inces were mentioned. The general opmton was that, though the tnb:tl orgam· 
zation should as far as rossible b'e utilized, it would be a mistake to foster tribal 
banks at the expense o institutions admitting the members of more than one 
caste. 

8. Regimental societies were discussed. All members agreed that thesol· 
r.licrs of one regiment could legitimately be held to be a class for the purposes of 

· Section 3 of the Act. It was decided that the Registrar of the United Provin· 
.:es should prepart' a notet on the subject to be submitted to the Government 
of India. · 

. 9· The next ~oint d.ealt with was limited !ln? unlimited _liab~llty in. vi~l~ge 
soc1etics. Except m Madras, where several soc1_et1es work With hm1ted hab1hty, 
the general practice is for such societies to follow the ordinary rule of unlimited 
liability. Even in Madras all societies registered since August 1905 have 
been rer<istcred on the basis of unlimited liability. The question of the desirability 
of an an;endment of Section 8 (1) of the Act, with the object of facilitating 
share capital as a basis of village societies was then fully discussed. Messrs. 
Charriar, Shama Rao, Gaskin, Thompson and Hope Simpson considered the 
amendment necessary. Mr. McNeill was of opinion that the proviso to the section 
rendered it unnecessary. Messrs. Cobden-Ramsay and De agreed that amend· 
mcnt was unnecessary. It was resolved that the former five Registrars should 
meet and record their reasons for the proposed amendment, and the latter their 
reasons against it.~ 

1 o. It was recorded that the general practice everywhere is to charge 
entrance fees varying from 4 annas to Re. 1 m rural societies. 

11. The question of deposits by members was, then discussed. In Bengal 
and the United Provinces the system of members' savings deposits appears 
about to become common. In other provinces, such deposits by borrowing 
members are rare. In Madras several societies provide for the savings of members, 

. which however are put in as share capital, not as deposits. All Registrars agreed 
that members' savings deposits should be encouraged. 

1 ~. The next point considered was that of loans by non·members. In 
Madras and Mysore 7 or 7l per cent. is said to attract deposits by non·mem· 
bers. In Bombay the soc1eties have little if any commercial credit and obtain 
loans on\ y from friendly outsiders. In the Punjab and the Central Provinces the 
market has not yet been approached on busmess terms. In Eastern Bengal 
and Assam there are scarcely any outside loans. In Bengal money is forth• 
coming both from financial institutions and from outsiders as a commercial in• 
vestment. In the United Provinces it is obtainable in certain districts from' j 
za.minJars, as an investment, at 6 per cent. 

13. The President ~hen enquired the rates o( interest charged by village 
money-lenders on agncultural loans ·to ordinary cultivators. These were 
reported as follows:-

Madras-large loans 9 per cent.-smal\ 12 to 15 per cent. 
1\1 ysore-12 per cent. · 

. ·:·J., D~lh OQ. Vl:la.rt n ... _nklln lh~ Cton~a District-hfr• Append\ a pa&es 9 lo ••. 
an~ uJ~ aute on WoQ(Ift&llwt Cr~ht S«Jeties ID Re&lD'ICDtl ol lht lodJan Armr-irrfr• Appendis pages U 

II..,, Dol•• No. 16 ••d No. 17-lof•• Appeodi& P-1•• s6to sS. 
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Bombay-except Gu jarat, 12 to 1 S per cent. 

Gujarat-rich borrowers from 6 per cent, upwards. 

· poor ,. from 15 per cent. upw:~.rds. 

Central Provinces-IS to 25 per cent. 

Bengal-aS to 25 per cent. 

Eastern Bengal-18 to 24 per cent. J\ssam-371 per C"CJlt. 

Punjab-24 per cent. for fairly solvent borrowers; 1 S per cent. a 
low rate. 

United Provinc;es-Oudh and Meerut Divisions, u to 18 per 
cent. 

11 " 11 11 other Divisions, 371 per cent. 
14. The President enquired the net return eafned by the local money-lender 

on his capital. The Registrars reported a- · . . 

Madras-g percept. to u per ~nt. 

Mysore-9 perc:et;~t. to u per cent •. 

Bombay, except Gujarat, 9 per cenL 

Gu jarat, 5 to 6 per cent. 

• 

Central Provinces-9 per cent. to u per cent. 

Bengal-g per cent. to u per cent, 

Punjab-12 per cent. 

E;~.stern Bengal and Assam, Ryot money·lender.s-18 per c;ent. 

Kabuli and K.aya-2.5 p.er ,ent .• 

United Province11-u per cent. to 15 .per cent. 
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Minutes of the 26th September I9Q6. 

Th t point discussed was the rate of interest paid by village banks 
J5.b ~dnex ts on loans raised from outsiders and on loans ·made to mem• 

on mem ers epos1 , · 1 f 11 
bers of the banks. They were report~d to be approx1mate y as o ows :-

R&te paid on memborat Rate paid oa Joal18 Rate charged oa loan. 
Protiace. depOlill. from outsidcra. to members. 

Madras ,,, ••• ••• 7 per cent. 7 per cent. 9 percent. 

Mysore ... ... 9 " 9 ,, 12 
" ... 

Dombay, excluding Gujarat ••• 61 " 
5 to 6 ,, 91 ,. 

• 
II Gujarat ... ... 30r4 II 4 to 6 iJ 61 " ' 

Central Provinces, excluding Berar 7 II Non I 91 to 12 11 

" II Berar ... 4l ., Non1 91 to 12 " 

Den gal .. . ... ••• 31 to 6l ,, ... ui " 
Punjab ... • •• ... 5 " 

... 9 " 
Eastern Bengal and. Assam ... 61 " 6l II 91 to 12 ,. 

-
United Provinces ... ... 6l ,, 6 

" 
ul " 

In one bank in Bengal and in one in the United Provinces 18! per cent, is 
charged on loans to members. 

The capital raised in Berar at 4t per cent. and capital raised in Bombay 
from the Central Bank at 5 per cent. was described as from friendly or philan• 
thropic sources. 

16. The subject of penal interest was considered. Sucn· interest is charged 
in Madras at 1 :a per cent. on overdue loans, in Bombay at double the original 
rate on the loan. In the Central Provinces compound instead of simple interest 
is charged. In Eastern Bengal and Assam penal interest is charged at 37t per cent., 
while in Bengal, the Punjab, and the United Provinces there is no provision for penal 
interest in any society. The majority of the Re~strars considered that penal 
interest serves a useful purpose. The remamder were of opinion that the 
matter should be left to the mdl\·idual societies for determination in each case, n() 
recommendation for or against the provision being made. , 

17. The Registrar, United Provinces, objected to loans being granted br. 
societit>s, at rates of interest so much below the prevailing rate as to be artificia • 
1\lr. Thompson (Punjab) was of opinion that a fair rate would be one slightly below 
the avu.zg1 rate actually recovered by money-lenders. The general opinion 
was that except in tracts where prevailing rates of interest are low (1.g., Madras 
and Dombay) 12l per cent, per annum is a fair rate for village banks to charge to 
their members. Mr. Charriar (Madras) dissented from the general opinion, and 
stated as his view that the rate, while not so low as to encourage extravagact 
or unneccss:uy borrowing, should be distinctly lower than the a \'erage rate 
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charged by money-lenders on their capital, so as to popularize the movement 
and induce people to obtain their capital through eo•operative credit societies 
rather than from the money-lenders. 

18. The question whether the rate of interest charged by village societies 
should be fixed subject to the sanction of the Registrar was discussed. The 
majority of the Registrars were of opinion that the Registrar's sanction shoulJ 
be obtained to all changes. The Registrars of the Central Provinces, Bengal 
and the United Provinces considered it sufficient that maximum and minimum 
rates should be fixed by the Rt'gistrar, and that the societies should he empowered 
to fix their rates within those limits as might seem to them advisable. 

19. It was decided unanimously that the maximum rate of interest to be paid 
by societies on lo1ns .and· deposits should be subject to the sanction of the 
Registrar. 

20. On the question as to whether the sanction of the Registrar should be 
required to each loan raised by village societie~, five Registrars thought such 
sanction should for the present be required, the remaining three that this is 
unnecessary and inadvisable. 

21. The Conference was with one exception of opinion that the maximum 
amount of liability to be incurred by each society should be lixed from time to 
time by the Registrar. The Registrar of the Punjab held that if the procedure 
laid down in minute No. 20 is adopted, ,that suggested in this· minute is un• 
necessary. 

22. The Registrars of Madras, Mysore, the Central Provinces, Bengal and 
Eastern Bengal and Assam reported that punctuality in repayment uf loans by 
members was the almost invariable rule. In Bombay and the Punjab punctuality 
is the rule, though adverse seasons have caused delay in certain tracts. In the 
United Provinces repayments are generally made with satisfactory punctuality. 

23. The question of expulsion of undesirable members was :next taken up. 
In Mysore there have been two ca~es, in Eastern Bengal two, in Assam one and 
in the United Provinces 10 or 12, all on accc-unt of unpunctuality in repayment. 
On the whole the members as a class were reported distinctly satisfactory. 

24. The objects for which loans are granted by village societies were then 
discussed. Except in the Central Provinces and Bengal, in which all loans have 
been issued for reproductive purposes, loans arc granted for all purposes. In 
Eastern Bengal half the amo.unt borrowed has been for payment of prior debt 
at exorbitant rates of interest. 1 he Registrars of Eastern Bengal and Assam, 
and of the United Provinces reportecf cases in which loans for marriages had 
resulted in more moderate expenditure than would otherwise have been the case, 
Mr. Thompson (Punjab). mentioned that in the Panjawar Society (an unregister­
ed socittv), before loans for marriages are granted, a schedule of r.xpenditure 
is demanded and scrutjnized and, if necessary, art•ended by the Committee. 
The Conference was unanimously of opinion th1t · no order should be issued 
restricting loans to any specified classes of purpose. · 

25. The next point taken up was· the cause of failure of societies which 
have been closed. No case of failure involving loss o( capital has occurred in 
any Province. In Bengal, the Punjab,· Eastern Bengal and Assam and tht: 
United Provinces, some societies have ceased work, The causes have been 
various, e.f!., premature organisation, excess of official encoura~;ement, dependence 
on individuals, lack of capital. It was agreed that the chad conditions pre• 
disposing to faaure are, dependence on individual management, failure to educate 
the general body, too much official assistance, usurpation of power by intelligent 
members of a s•Jcie\y to ~e exclusion of the members of average intellect, 
carelessness in the grant 'Of loans and in administration, want of capital, litigation, 
and "bad organisation generally. 

26. The question of resen·e funds was then considered. The practice varies 
in various Pro\inccs. In Bombay and Bengal the reserve fund is added to the 
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workin~ capital ard issued in loans to members. In the Central ~rovinces it is 
a! a rule deposited with the local banker at 4 per cent. In the PunJab ths by-laws 
pro1·ide that the reserve fund may be used for general purpose.s. In Madras 
and Eastern Dengal and Assam the ~hole of the profits are ~arned to. reserve 
and deposited in the Post Office sav~ngs banks. In the Umted Provmces 40 
per cent. of the gross earnings ~re credited ~s profits to t~e ~eserve. !und and 
deposited in the Post Office savmgs bank or m fixed deposit w1th a JOint stock 
bank, Go per cent. being app!ied to a sinking fund ~or repayment of borrowed 
capital, and being employed m loans to members unt1l needed for that purpose. 

All Registrars agreed that "':hen the reserve fund is sufficiently large to b~ of 
importance 1t should be kept entirely separate from the other funds of the soc1ety 
and separately invested. Five were of opinion that it is essential that the reserve 
fund should be separately invested, whatever its amount. 

27. It was unanimously agreed that the purposes for which the reserve fund 
might be used should be-

(i) meeting bad debts for '1\·hich provision cannot be made out of profits ; 

(i1) repayment of loan instalments which cannot be met from other 
sources; 

(ii1) as an asset of security for loans raised from outsiders, 

28. With reference to the managing body of village societies it was reported 
that they are on the whole competent and industrious, and that meetings 
are held with sufficient frequency. The manager has everywhere only the ordi· 
nary powers of Chairman of Committee. ' 

29. In every Province difficulty has been found in many villag~s in ob'taining 
the services of accountants. In Bombay and the Central Provinces school· 
masters are usually employed as accountants. In Bombay generally, in certain 
cases in the Central Provinces and in about half the village societies in the 
United frovinces honoraria are paid to the a~coun~ants. In Madras, Mysore, 
th.e PunJab and Eastern Bengal and Assam the1r serv1ces are generally gratuitous •• 
VJll<~~;e ac~ountants are nowhere employed. On the whole the working of account• 
ants 1s satisfactory, 
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Minutes of the ~7th September xso6. 

30. The Cunference was of opinion that n<> strict policy c.1n be c nunri.1td 
as to the desirability or otherwise of paying account:~nts of vi.b:;e socictic.:s. 
The procedure must be go\'erned in each case by the circumstanCl'S of the 
individual society. Where a member is accountant it w!ll frequently be possible 
to obtain his services gratuitously. 

31. The question of the desirability of employing surcrvisors or controlbs 
was discussed. These officers are employed in all the banks of Eastern Ucn"'al 
and Assam, in Bengal and in one distnct in the C:entral Pro\·inces. Elscwh~re 
there are none. The Registrars of Eastern Dengal and Assam and Ocngal 
e:Kpressed the opinion that when the requisite stamp of supervisor can be obtainc,J 
his entertainment is advisable, The remainder of the Registrars thought the 
supervisors were unnecessary and inadvisable, as their functions are performed 
by the Registrar and his s.taff. 

3 2. It was reported that in several Provinces the land-owning classes had been 
of the greatest assistance in commencing banks on their estates. All the 
Registrars were agreed that large land-owners can best assist the movement by 
financing societies and by standing a par~ from participation in their management, 
helping the managing body by advice as may be necessary, and showing an 
interest in the societies' progress. · 

33· The relations of the village banks to the local money-lenders were next 
dealt with. In sevEral cases in Madras they ha,·e actively helped the mo,·ement, 
The only cases of hostility reported occurred in the PunJab and the United Pro· 
vinces. The money-lenders in other Provinces maintained a neutral allitude 
except in the Central Provinces, where the Man~ari bann~·a class is strong. The 
Re~istrar reported that these money-lenders were at first suspicious, but that 
thetr suspicions appear to have been overcome and that they no1v take an acti,·e 
interest in the movement. The dangers of this are fully recognized, but it was 
necessary to include them in order to secure their co·operation. He is of opinion 
that they might be collected into a Central Bank with the function of advancin~ 
money to village societies and he would like to see such an institution foruoed. 
In the Punjab the Registrar reported that in" some cases agricu1turist money• 
lenders who have joined the societies have attempted :o transfer tQ the societies 
the debts due to them by other members. 

The President expressed the hope that money-lenders would in the end 
help the movement. They have often been unjustly abused as a class. He 
hoped that some future day would see the capital and hereditary knowledge of 
the class combined in jomt•stock institutions, which would to a lar~c extent 
·replace the present individual village money·lendns. He was of opimon that 
~r.deavour should be made to com·ince them that the movement is not hostile to 
their interests and that it would tend to their ultirr.ate advantage. 

Except in Madras and Mysore it ns generally agreed that it is as a rulo 
inadvisable for the local money-lender to be elected as member of a village 
society. 

34· All Registrars reported that there bad been no cases of litigation 
between village banks and persons who are not members. 

35· All Registrars reported that they had received help from classrs other 
than the land-owners. In Madras and in the· Central Provinces pleaders ha\'c 
doue useful work. lit Bombay one merchant ad,·anced Rs. 1,500 or Hs. 2,coo 
at 4 per cent, and honorar~ organizers were ,·ery useful. In Ueng:t! and parts 
of the Unittd Pro,·inces European indigo-planters have spent much time and 
trouble in supervising societies. In Madras Sir ~ubramania. Ayer, the l{aja of 
Ettiyapuram, the zamindars of Nambipuram and Kilacheri Aruliah Naidu, and in 
Mysore His Highness the Maharaja have helped with funds. In the United 
Provinces the Cawnpore Woollen Mills made an advance of Hs. 101000 at 5 ptr 
cent. 
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G The question of honorary organizers was discu.ssed. I~ Bombay three 
retire~ Deputy Collectors are employed. They are. pa1d tra~elhng. allowance ~t 
R d. m or double first class fare. The Reg1strar thmks h1ghly of thetr 

s. 5 per JC • f h' 'fh R · t f scniccs and is hoping to obtain more men o t IS stamp. e, eg1s rars ~ 
Madras, M ysore, Bombay and ·~astern .. B~n~al and ~ssam co~s1dered orga~1· 

ry desirable as assistants m fam1hanzmg the VIllagers With co-operative 
zcrs ve 'd 'd h k t th ideas. The other Registrars d1 not c?ns1 er su.c wor ers necessary a e 
present stage. It was unanimously considered advisable th~t the Government 
of India should empower Local Governm.ents to gran~ travelling allowance to all 
classes of honorary organizers employed m co-operat1ve propaganda. 

37· The Registrar of the Central _Prov.inces repor~ed that belief in the _val.ue 
of co-operative societies was spreadmg m the Provmc~s and. that a D1stnct 
Agricultural Association had recently recorded a resolutton asktng Government 
to organize societies in that district. 

B.-Urban Banks. 

3s. The org~nization and working of urban banks was next discussed, 
In Madras there are a number of such institutions, all of which are working 
satisfactorily except one. The societies are mainly worked on borrowed capital 
and deposits, shares being in most cases subscribed for but forming a capital of 
guarantee-no amount or only a very small 'portion of the share capital being 
called up. Where there is no paid-up share capital, all profits after payment 
of intcrc~t on loans and deposits, go to the reserve fund, and this system is 
increasingly popular. In 1\lysore there are two societies working among 
Government officials and small traders. They have issued share capital, and. 
liabilitv is limited. In Bombay there were at the close of last year (31st March 
bst) ten societies. All are still struggling but most are hopeful, those in the 
smaller towns doing well. In all societies except one share capital .has been 
subscribed and liability is limited. In the remaining society the capital 
consists of deposits and Government loan and liability is unlimited. In the 
Central Provinces one society has been working at Harda for 14 months. 
It has no borrowing members, the share-holders having neglected to .elect such. 
The money is laid out on hur1dis and the society is not co·op~rative. There 
are three other bankll recently registered which promise well, specially one 
among the weavets of Burhanpur. · A society among the Government servants 
in Dctul works purely on guaranteed capital, and has raised. Rs." 4,ooo by 
deposits from its richer members in sums varying from Rs. 10 to Rs. 6oo. 
In Dengal there are four, one among the employb of Messrs. Mackinnon 
Mackenzie & Co., which is doing well, and three for Government officials. 
These also are promising. In the Punjab there are two among the Government 
employes in Simla. The one among the Monotype Press employes charges 18~· 
per cent. on loans. Repayments are very punctual. Seven Eocieties with 
share capital and limited hability have been registered in Eastern Bengal and 
Assam. The Shillong society, which consists of clerks of the Government 
!lf!lces, has do~e well, and last year issued Rs. 14,000 in loans at ~i per cent, 
The Sylhct snctetr has advanced Rs. r,ooo to four rural banks bestdes lending 
to its members. n the United Provinces three societies have ·been recently 
registered. · 

:i9• The only case of litigation between an urban bank and a person not 
a m~mbrr was reported from Madras where an unsuccessful applicant for 
membership has sued the bank for damages. The case is pending. 

C. (a)-Co-operative Uru'ons. 
• • • 40· The Registrar of the United Provinces, in which area alone with the 

ex~ption ol a recently started insti~ution in the Central Provinces, co-operative 
umons arc at work, maJe the lollowtng statement with reference to the methods 
on "hich they are ori:aniscd and ~;oYerned :-
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1. In practice the chief difficulties met with in the organization of rural socie· 
ties under Act No. X of 1904 are the following:-

(•) the provision of capital; 

( ii) account keeping; 

(iu) the caste system. 

2. (s) The requirements of an ordinarv village bank are small. Probably at 
the commencement they will not amount to more than a few hundred rupees. 
The sources whence this amount might be obtained are-deposits by memb~rs, the 
village money-lender, Government, a friendly capitalist. It is obvious that the 
first source can only supply a very small proportion of the requirem~nts of a body 
of men who have joined together in order to borrow on their combined credit. The 
third source supplies-and that only for the present-an amount equal to mem• 
bers' deposits. The second source is practically hopeless. The village money• 
lender looks on the nascent institutions of the United Provinces with a jaundiced 
eye. The last source may prove prolific or sterile according to local circumstan• 
ces. In the majority of places the latter has proved to be the case. 

The large mah.ajan and the joint stock bank will not consider applications 
for a loan from a number of small men whose credit they do not realize, "hen the 
loan is so paltry in amount; Even when convinced of the security the require-­
ment is so small as to make the transaction unprofitable. They see their advant• 
age in loans of thousands and ten.s of. thousands rather than of hundreds. 

3· (ir) The difficulty of account keeping is admitted, There are thousands 
of villages in the United Provinces without a single literate inhabitant. Doubt• 

'lt>ss the same i9 the case in some other Provinces of the Empire. It is obvious 
that a small society with a few hundred rupees of , capital cannot pay an 
accountant. 

,4. (iir) The caste system prevents effective co·operation exce~t in socie· 
ties where members are either of the same caste or of castes approxtmately of 
the same social standing. There are excellent societies in the Provmces in which 
kurmis and kisans, or lodhas and chamars form the membershi~, But it is 

_impossible to expect co·operation between a Brahman and a dhobt, or a Rajput 
and a chamar. The lower castes cannot therefore obtain the benefits of 
co-operation in their completeness unless low caste societies are formt:d. They 
are as honest and as regular in making payments when they fall due, as thetr 
brethren of higher social status, their credit, though perhaps les'l in amount, is in 

·quality quite .as good, but owing to their ilJiteracy it is impossible, except in 
. very rare instances, to form independent low caste societies. 

5· It was in the attempt to solve the three problf.ms stated above that tho 
central system was devised. The system has had results more far-reaching tban 
tliose anticipated, but these results are to be welcomed, They will be mentioned 

·at a later stage. 

6. A . Central Bank (n·hich it is now proposed to term "co·operath·e 
union ") is an institution, the members of which are representatives of a 
number of small societies affiliated to the Centr.al Bank. Each is elected 
by the committee of the society which he represents and is, by the by· 
laws, empo11ered to pledge the credit of that society for all loans raised 
by the Central Bank. These members in their turn elect a committee 
from among their number and in the hands of this committee the general 
management of the Bank's affairs lies. It is empowered on behalf of tho 
Central Bank to raise loans or accept deposits, as niay be necessary or advisable 
in the interest or the af\liated societies. The accounts of all affiliated societies 
and of all members of such societie3 are kept at the office of the Central Bank, 
profits are cred;ted to its reserve fund and on that reserve fund each affiliated 
society has a claim in the case of bad debts which have been caused not by 
mismana~:ement, but by misfortune or calamity. 

7· To this institution the affiliated societies stand in the same relation as 
indivtdual members of a villa~:e society to their society, \\'hen the Central 
Bank is constituted, and thereafter e~ery half/ear, or annually as the case may 
be, the members of that institution meet an allot to each affiliated S.J:iety tho 
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· .J't 10 which it will be entitled at any one time during the next half 
~axlmu:n c;c II term. This amount having been fixed the. Ce~tral Ban.k has no 
)early .or year y the l'nd'lvidual loan The affiliated SOCiety s committee has 
authunty over · . · 'bl f · t 1 
b I . f d'1•tr1'bution That comm1ttee 1s respons1 e or m erna a §O ute po11 cr o • · · 1 · · 1 d 

C I election of members distribution of loans, collectiOn o pnnc1pa an 
managem 11 

• ' • 1 h 1 t · t in or to have in: crest and of compulsory depos.ns. t as aTsho o. mamb-a! , t 
maintained, a list of members and a list of loans. ere IS a so ute au onomy 
within the village society. 

8. Aff1liation is the privilege of the C~ntra~ Ban~ in general assembly. 
No village society can demand it and no so~1ety 1s. affiliated. unless. the whole 
b d f members of the Central Bank IS unammous tn Its vote tn favour of 
amlfat~n. No society i.s affiliated un~il ~egistered under the Act ~s a separate 
co-operative credit soc1cty. On affil1at1on the m~~bers of a soc1ety undert;"ke 
a two-fold oblig'ation. In the first place, they are JOmtly and severally responstble 
to the Central Bank for loans advanced by that. ba~k to the m.embers of the 
&ocicty. In the second place, they are responstble m common 1nth all members 
of all affiliated societies for the loans raised by the Central Bank. 

9. There are sereral very obvious advantages attaching to this system. 
In the first place, it is in a position to deal in large amounts, and.consequently 
with large capitalists and with joint stock banks. It can leave the vlllage money• ' 
lender alone unless he consents to lend at low rates of interest, and .can deal 
with men 1~ho demand larger business but smaller rates of interest. And ex· 
perience proves that this is exactly what it does do. In the second place, dealing 
as it docs with large . capital and m~king .considerable profits, it can 3;fford 
professional book-kcepmg agency, and tts accoun!s are conseq~ently of a htg~er 
:~nd more accurate type than can be expected m a small soctety. In the th1rd 
place it solves the difficulty of low caste societies, for experience again proves 
that though the individual low ca.t member in a mixed village bank has practi· 
cally na say whatever in the councih of the institution, the representative of such 
a society in a Central Bank succeeds in obtaining for his members as good terms 
as those obtained by the higher caste representatives. In the next place, 
individual loans are made and individual members elt:cted with very much 
greater care than is the case in a large mixed bank. In the small affiliated 
society joint and several responsibility is keenly felt, applications for loans are 
very carefully scrutinized and the character of every applicant .for membership 
is mtimatcly known to e\·ery member of the soc1ety. Again it provides an 
;IUtomatic method of expansion. As funds become available, more societies 
can be affiliated, or more members elected to the existing societies. Lastly, 
It renders the work of supervision very much easier than would be the case were 
each of the affiliated societies to be independent, with its own set of accounts its 
own microscopic reserve fund, its own trifling account at the nearest Post office 
Savings Bank. · 

• 
10. The above is a very brief description of the general principles governing • 

the Central Bank and its affiliated societies. The details of administration 
account keeping, method. of ~pplica!ion for and repayment of moneys, election of 
officers, etc., can be stud1ed m detail by anyone who may desire ·to do so in 
Chapters ~II, IV an.d IX of the provisional issue of. the Co-operative Credit .Manual 
lor the Umted Provmces. These are matters wh1ch must vary from province to 
province and f~om time. to time.. It remains to c~~s~der the yrogress made by 
Central Danks m the Umted Pronnces, and the CritiCisms whtch have been or 
might be o!Tcred on the system as a system • 

• 11. The first Central ~a.nk const!tuted_was that at Bargarh, District Banda, 
winch was for!'"ed by sphtung up. mto vii)age and caste societies the large and 
iOf!1ewh;lt un~·1eld>: \'tllage ban~ whtch ha~ 1ts head·qu!rters at that place and 
\\Inch d1d busmessm 1:1 or 13 vtllages. Smce then, apart from urban and District 
lla~k~, 13 Centra! Danks h:h·c; been constituted, the working capital of these 
50CICtlcs amountmg, approximately, to one lakh of rupees of which some 
Rs. I ~.oo.o represents memb~rs' ~eposits, The healthiest s1gn, next to members' 
dc~sus, 1.1 the fact that cap1tal•s m se\·er~l instances being raised (without any 
cl,,c,al a•s~Stance) {rom local mahJjans, I am aware o( Rs, 5,000 so raised in the 
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Jewar Dank, and Rs. 3,ooo by the Aurangab:l.d Dank, both in th~ Dubndshahr 
district, Rs. s,ooo by the l\lohanlal~:anj Dank in the Lucknow district, and Rs. ·.J,:lOO 
by the Miyanganj Bank in the Unao district, and doubtless there arc other 
sums of which I have at present no information. 

The growth in number of affiliated societies is also hr~e. The J cwar 
Bank which commenced with 13 now has :;6, the Tharu Dank in Naini Tal Tarai 
has now 8; it commenced last year with four. In the Kurri Sudaoli IJank in 
Rae Dareli district the affiliated societies have risen from 21 to 33, in 1\liyan.~anj 
from 17 to 37· The 14 Central Banks have about 250 societies affiliated to 
them at the present time, the average membership per society bein~ about 
18 or 20. 

u. From the facts above recorded it is clear that we have in the Central 
system a simple and automatic method, tbe popularity and suitabilitl of which is 
proved by the rapidity with which it has spread in certain districts o the United 
Provinces. That it is suitable to all Provinces would be a rash statement .. Thai 
it is succeeding beyond expectation in the land of its initiation is undoubted. 
The system is of course open to criticism. It is imperfect and the ideal has to 
a certain extent been sacrificed to expediency, 

But I would urge that when the ideal is unattainable for reasons which no 
human in~enuity can overcome, it is a dut,r to· devise a system which, while 
approachmg as closely as may be to the ideal, at the same time escapes those 
difficulties, which it cannot overcome. The first criticism which suggests itself 
to any one· conversant with co-operative methods elsewhere is, that the \'illage 
society having no accounts and only having the management of the money when 
it is required for specified loans, the educative element inherent in account• 
keeping, depositing money in ·the Post Office Savings Dank, withdrawing it, 

· keeping a reserve fund and the hundred and one other small items of manage• 
ment, is lost. This I confess. I admit that the ideal constitution would be a 
nest of complete units-a circle of village banks financed by a central bank­
keeping the1r own accounts and reserve funds and charging their members a rate 
of interest higher than that they pay to the central bank, But that ideal is un• 
realisable with education· at its present sta~e. It may come in time, but not in our 
own time. A certain basis of book·leammg is required before the educative in· 
fluence of co-operation can have its full effect. Are we to postpone our efforts 
at improvement until literary education is universal? The fact that we arc now 
at work proves that the question must be answered in the negative. • 
' . 13. I hi1Ve admitted much. I am not prepared to admit anything more. The 
system as it stands contains all the elements of co-operation for credit, joint 
and several responsibility for all loans, election of members by those whose 
responsibility is pledged on their behalf, complete autonomy \\ithin the 
village society, democratic constitution of the central society, management 
of that society by the members for the members, equal rights of all members of 
all societies in the {lrivileges of the Bank as a whole and in its indivisible reserve, 
all these are found man acute degree in the societies founded on this system. 
It is in one way on a higher plane than the system of village banks, for it pools 
the credit not only of .individuals but of groups of individuals. It is co·opcration 
among societies in place of among persons. Much of the beauty, many of the 
frills of the artistic villa~e society are doubtless conspicuous by their absence, 
but the good solid workmg principles are there, and until something better is 
proposed I would recommend the central s{stem 'as a reasoned and reasonable 
attempt to overcome the difficulties which stated at the commencement of this 
note. When something better is worked out, it will be welcomed with alacrity. 
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Minutes of the 28th September 1906. 

1 The note framed by the Reg~trar of the Uni.ted Provinces. on Central 
Dank~ ~as discussed.' It was agreed at t~e sug~est10n of the Pres•dent that a 
more appropriate name would be Co-operative Umons. 

The Registrar of Madras pointed out that in his pr~vince. the difficulti~s 
about finance and caste did not arise. ~he account·keepmg difficulty was m 
places felt and might be met as suggested In the. note.· In Mys~re the !lumber of 
societies is as yet too small to justify the creation of Co·o~erahve. Umons .• ~he 
Registrar of Bombay thought that though in many parts ordmary .village ~OCiehes 
;ue preferable, the Co-operative Union might serve a good p~rpose m certam of the 
more backward tracts. The Registrar of the Centr~l Provmc~s preferred, wh.ere 
possible, a district bank dealing with independent VIllage soc1ehes, Whe~e 1m• 
possible the Co-operative Union would doubtless prove ~f advantag~. Its 1mpor• 
tance lies in its creation of a method by whic~ touch w1th ~he .bankmg world ~an 
be obtained. The Registrar of Bengal considered the D1str1.ct Bank, deal!ng 
with independent societies a preferable system. There might be an ooemng 
for Co-operative Unions i~ Behar.. The Registrar. of !he Pu~jab thought tha~ 
the srstem described might pOSSibly be appropnate ·~ .POrtions of the Delhi 
Divis1on, especially Kamal, wher.e the pe~ple .are more 1lhterate than. elsewhere 
in the Province. Elsewhere he d1d not thmk It would ·prove appropnate.. The 
Registrar of Eastern Bengal and Assam thought the scheme good but 1llegal. 
He suggested that it would be possible to register a Co-operative Union as one 
society, the affiliated societies bein~ ~overned l>y :;ub·COmiiiittee:s of the general 
Committee. 

/1.-C. (6) Dis/riel Banh.t 

42. It was reported that a Central Bank had been started in Madras with 
the object of financing village societies. The paid up share capital amounted to 
Rs. 4,200 and the deposits to nearly Rs. :zo,ooo. Loans are advanced at 7t per 
cent. to all mofussil societies. Rs. 6 per cent. are paid on deposits, No diffi· 
culty is anticipated in recovering dues. The institution prevents the raising 
of money locally at excessive rates of interest. The Registrar may have 
to start Distnct Central Banks later on. In Mysore and Bengal 
'there are no District Banks. In Bombay there exists a City Bank with ob• 
jects similar to those of the Madras Central Bank. It has lent Rs. 1o,ooo 
to village societies. Its promoters and shareholders are actuated by ;~. philan. 
thropic desire to prove by experiment the safety of investment in village societies, 
They charge 5 per cent. on loans, but the Registrar has asked them ·to increase 
the rate to 6 per cent. The Registrar thinks that Di~trict Banks on the same 
lines are desirable and hopes that they will grow out of existing urban Banks. 
In the Central Provinces there are no District Danks, but one urban bank has 
~dv~nced Rs. l,ooo to villaJ::e societie.s •• The Regb:rar does not antici}late that 
1t Will make further loans to such soc1et•es. There IS one Co·operative Union in 
the Provinces, which has begun work on the United Provinces method. In the 
,Pu~jab thtre are at present no District Banks. An urban fmancing society. is 
p~o1ected at Jalandhar and a second at Lyallpur, They will be practically Dis· 
tnct Danks. In Eastern Bengal and Assam there are no District Banks but the 
Sylhet society is a.dvancing_loans to !illage societies at 9 per cent. Th~ Regis. 
trar rcportc~ that m the Umte~ ~rovmces there are a number of District Banks 
so!De of wh1ch wo~k o!l th~ pnncaple of the Co-operative Union, the differenc~ 
bemg that the ca_p:tal•s ra1sed, and consequently cont~ol exercised, by a body of 
sha:rcholdcrs. 1 hese banks. a:re less t!uly co·operat~ve than the Co·operative 
Umons,. tl!our.h auto_nomy w1thm. t~e Village soc!ety IS maintained. There are 
t~ue Dastra~t ~anks an •. several Dastncts, whos~ obJect is to finance independent 
nllage soc•eucs. Tlus they do at rates varymg from 6j to 71 per cent. 

• 1•iJ1 ntr• P•£:n II• I.). 
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11.-C. (c) LarrtlmtJrlgagl Banis. 

43· The Registrar of Madras reported that in a number of banks mortgages 
on landed property are commonly taken, but that the tendency in the smaller 
institutions is now to prefer personal security. The Registrar of Dombay stated 
that many borrowers preferred to offer mortgages rather than to provide per• 
sonal security and that the banks also prefer them, encouraging mortgages in 
cases of loans for liquidation of debt. In the Punjab the only instance of mort· 
gages being taken was the Panjawar society, which is not reg•stered: The Regis• 
trar of Eastern Bengal and Assam reported that mortgages were very seldom 
taken. He mentioned one case in which a mortgage was demanded to save the 
borrower from the temptation of raising money on mortgage outside the society. 
In the United Provinces two landmortgage banks have been registered. They 
are both in the Ghazipur district among fixed rate tenants and have been formed 
with the object of freeing those tenures from debt. 

The Registrars were unanimously of opinion that when banks desired to lend 
on mortgage it would be a mistake to discourage them from doing so. 

II.-D. A11dil, In spec/ion and Control. 

44•' The Registrar of Madras reported that his staff consisted of a Deputy 
Collector, and two Inspectors on Rs. 35 a month. He cited a case in which a 
single audit took two Inspectors a period of two months. He desired no powers 
of punishment except the statutory one of dissolution, but considered that Govern• 
ment should give ample supervision. He has neither asked for nor obtained any 
active help from the District staff and knows no case of inspection by a Collector. 
Audit and inspection are welcomed by the societies. In Mysore there are no 
Inspectors and their duties are performed by the clerks of the Registrar's office. 
The Registrar of Bombay has no inspecting staff. He considers that one will 
shortly be necessary. In mspection duty he is assisted by the honorary organizers. 
All audits are carried out by the Registrar. Inspection by Mamlatdars, au tho• 
rised by Collectors under section 21 of the Act, has been of assistance, as a rule. 
The Registrar considers it a good thing that the Mamlatdars should be in· 
terested in the movement. There has been no objection on the part of the 
societies to Mamlatdars' inspections. The societies welcome inspection by 
the Registrar and are pleased to discuss questions concerning their business. 
The Registrar of the Central Provinces said that he has no regular inspectiAg st.l!I 
but does everything himself. Occasionally men have been placed on deputation 
to assist him for short periods. Deputy Commissioners and Extra Assistant 
Commissioners have helped in organisatio"! The societies welcome inspection 
and audit. No Tahsildars have made inspections. He is strongly of opinion 
that the Province requires a whole-time Registrar. It is impossible to carry on 
the duties of the post satisfactorily in addition to other work. In Dengal there 
are no Inspectors, but their entertainment will soon be necessary, Collectors 
and Sub-divisional officers assist in inspection and two clerks are entertained 
who carry out the annual audit and submit their notes to the Registrar. The 
societies welcome inspection. The Registrar of the Punjab reportod his stall 
as one Personal Assistant on Rs. 100 and one clerk on Rs. 30. Application has 
been made for an Extra Assistant Commissioner. The Personal Assistant assists 
in organization and carries out audits. All audits were last year carried out by 
the Registrar. When Deputy Commissioner, Mr. Thompson had himself 
inspected and audited societies in his district. Tahsildars occasionally inspect 
societies and in the Registrar's opinion, periodical inspection by tahsildars can 
do no harm. Audit and Inspection are welcomed by the sociebes, In Eastern 
Bengal and Assam the Registrar has no inspecting staff. Collectors and 
Sub'·divisional officers never inspect and n,ever give any help. Some local men 
have been appointed as honorary inspectors by the Re~IStrar and authorised under 
section 21. One Deputy Commissioner has also authonsed two officials under that 
section. The Registrar of the United Provinces reported that he had three ins• 
pectors besides the manager of the Moradabad District Dank, Limited, who is a 
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a
·,d naib-tahsildar on special duty. lnspe~tion and audit are welcomed by 

P
11 

• t' 11e has received very great ass1stance from a .large number of 
a SOCJe !CS, ' 

Collectors. 
It was unanimously agreed-

( i) that a. separate Registrar should be appointed in the Central 
Provmces; 

(ir) that inspect~rs should be appointed by the Re~istr~r and should be 
carefully s~lected for their personal quaiJficat!Ons, and should 
receive a substantial rate of pay ; . 

(rir) that they should be of a stamp and status similar to that ~f Tahs~l­
dars, Mamlatdars and sub· Deputy Collectors or Na1b• Tahsli-
dars; 

(iv) that Collectors and' Sub·divi~ional officers and, in th.e ~unjab, 
Revenue Assistants can ass1st the movement by evmcmg an 
interest in the working of the existing societies ; 

(v) that inspections and audit should invariably be made on the spot i 
and 

(vr) that except in very special cases the books of a society s~ould not 
be called into head-quarters or leave the office of the soc1ety. 

• E.-Finance. · 

4 5• The paper prepared by Mr. GourlaY. on financing co-operative credit 
societies in India was considered. Mr. Chamar (Madras) opposed the system 
of Government guarantee. He considered it liable to induce careless manage· 
ment and that it may deter capitalists from advancing money to societies to 
which the guarantee does not extend. It is at any rate unnecessary in Madras. 
Mr. Shama Rao (Mysore) thought that a guarantee would be justifiable and 
would assist 'in establishing confidence. It should be given for a short time 
only, say five years. Mr. McNeill (Bombay) considered that a Government 
guarantee is unobjectionable in principle and might be given where necessary. 
Mr. Gaskin (Central Provinces) offered no opinion either for or against the 
principle of a guarantee, but thought that local capital should first be exh'austed 
before an attempt is made to procure it from Calcutta or from England. Mr. 
Cobden-Ramsay (Bengal) considered a Government guarantee both justifiable 
and ad\'isable. .Mr. Thompson (Punjab) had no opinion to offer for or against 
a Government guarantee. .Mr. De (Eastern Bengal and Assam) agreed entirely 
with Mr. Cobden-Ramsay. .Mr. Hope Simpson (United Provinces). objected 
to the proposal. He considered a Government guarantee inadvisable on 
principle. The object of the movement is two-fold, First, to establish the 
fact that credit of a group of individuals bound by joint and several responsibility 
and unlimited liability, is better than the su.m of the individual credits of the 
members of that group. This fact should result in their being able to borrow 
locally at lower rates of interest than they could in their individual'capacity. 
If they are provided with capital from Calcutta, raised not because of their 
credit but because of the Government guarantee, this object is entirely lost sight 
of. Second, to induce the members of those societies to make efforts to 
save money for themselves, and so provide a por'tion of the capital by their own 
exertions, This object woul? also ~e discouraged by the proposal. A further 
c~ect o! the prese11t system .1s to S!Jmulate the pass~ge of hoarded money into 
C!Tculatlon. The proposal af earned out would hmder rather than stimulate 
the use of local capital. 

No general opinion on. t~e subje~t was arrived a~ by the Registrars. It ~as 
howc\'er the unammous opm1on that 1f a bank on the hnes of Mr. Gourlay's scheme 

, • Vi_., N>JI• Oil thelinaaclnr of naral Co-olleratiq Credit Societies-•·•/,.. Appeadiz 1 a6 2 Ill 
J';oiO ootbo &.oo<io; .. c ... peralin Credit Socictieolo lodio-tofra Appeodia pa'OOIJ-JJ. p gu ·• • aD 
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were starte<l, co-operative credit societies should be the chief shareholders. 

46. The Rrgistrars were generally of opinion that the proposed institution 
w::ts premature, and its conditions too complicated and too artificial. Mr. 
Cobden· Ramsay (Bengal) consid~red that the idea is a good one . and 
wonhy of consideration but "as doubtful as to whether it is not premature. Mr. 
Thompson (Punjab) thou::ht that though excellent in provmccs which are 
ready for it, i~ is a counsel of perfection, and not within the range of practical 
politics in his province, • 

47. The question of Government loans under Resolution No. 1-63·3, dated 
:29th April 190-J, paragraph 26, was thrn discussed. The Registrar of Madras 
'll·as of c•pinion that liO\'crnmcnt subsidies were unnecessary and harmful, and 
llhen the Madns allotment of half a lakh of rupees was exhausted, no further 
allntmcnt would be applied for. 1\Ioney could be obtained locally with no diffi• 
c·ulty. The Registrar of Mysore \\'as of opinion that though small advances, 
might be of as~istance, it would be possible to progress satisfactorily without 
.advanct:s. The Registrar of Bombay was distinctly in favour of such advances, 
and thought that the rule as to equivalent deposits should be relaxed. What 
was needed in Bombay was ocular proof that the people can manage a society 

·without losing their capital. If this were done with the help of a Government 
advance it would stimulate the investment of prh·ate capital. He would prefer 
the absence of restriction to the amount deposited, even if it were to involve tho 
remo\·al of the concession as to freedom from interest. Mr. Gaskin (Central Pro• 
\'inces) agreed .with Mr. McNeill (Bombay). The Registrar of Dengal also 
agreed, b<Jt he would prefer that when the Rs. so,ooo had been advanced, any 
further advance should be at 6} per cent. per annum in order to make tho transac· 
tion businesslike. He considers that new societies should be able to attract 
local capital as a rule. Sorre new socit:ties have not taken Government loans. 
He cannot yet give the reason why they have not done so, The Registrar 
<lf the Punjab agr~es that Government advances are necessary at present. The 
Registrar of Eastern Bengal and Assam agrees with Mr. McNeill and Mr. Cob• 
rlen.Ramsay. Mr. McNeill objected to the proposal that the rate of interest 
should be raised to 6! per cent. He thought 4 per cent. a fair rate, lho 
Registrar of the United Provinces reported that he found the existing con• 
ditions to have worked well and the Go,·ernment loan to be of great assistance. 

48. On the question whether Government should advance takavi loans to 
co~opt:rative credit societies the Registrars agreed that such advances can be 
.legitimately made- under the Agriculturists' Loans Act: They were unanimously 
<>f opinion th<ot where societies desire it, such advances might well be made, 
but thllt the system of using societies as ordinary distributin~; agencies should be 
entirely avoided. The Registrar of the Punjab recorded h1s opinion that in his 
province wht:re taka vi advances under t~e Agriculturists' Loans Act are as a rule 
only given in times of ~carcity, and at the exact moment at which they are requir• 
.ed, the necessity for reference to the Registrar would involve delay which m•ght 
defeat the o?ject of the advance. 

49· With regard to advances under the Land Impro\'ement Act, the Regis• 
trars were unanimously of opinion that the case is complicated by the necessi~ 
for en1uiring whether the improvement· is necessary or desirable, and that aa 
consrqu<nce it is doubtful whether ad,·anc~s ol this description can, except in 
special cases, be satisfactorily made through the agency of a society • 

. so. With reference to the principles which should ~overn the acceptance of 
philanthropic advances, the Conference was unanimous an its opinion that, when 
the movement is firmly established, such advances on unduly favourable terms 
are to be deprt:cated. In the earlier stages such loans are not objectionable, but 
the abnormal profits e:~rned by societies from their use, should invariably be em· 
played in building up the reserve fund as rapidly as possible. 

111.-Grain Banltl.• 
51. The Rrr,ist!ar o~ Mysore report~ that there arc: two grain ban~s in that 

State '1\"hich deal enttrely m paddr and rag1. Advances are made for n>atntcnancc 
<>nly and at 2 ~ per ctnt. interest for six months. The grain is usually str.r<!d 10 

• v;u JJea,(;Caodam OD yi.!l.-r• ,,.,ill JtOrell• td71011 State .. ,,.,,. Ap~adia P•l'' J '""""" 

16 ~be PQginr of the Appeodi• hnior beea chilo red Ia prialinr, the pore rci«Hcet Ia the foot·aotn aa p••et 
&J> 17 arolncomct, aad •bouJJ be read aae IUI!Dber re.., 1.1,31 for llo and 33-37 for :U-4'l. • 
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· · th n and no danger is feared from theft or de! erioration. The busi· 
pits '!I e opeed by a Panchayat the sirpanch beincr in charge of the pits. The 
ness IS manag ' . . "' 1 d · k 

't 1 b longs to the members who subscnbed 1t, and a e ger account 1.s ept 
fapl a 1 e member. Subscriptions are made at harvest. The system IS e~sy 
orde.ac ~ular In Elenrral two societies have recently been started, the cap1tal 

abn. ~0partly. deposited by members and partly provided by Sir D. 1\I. Hamilton. 
em, · d'ffi I · · t Th The Registrar is doubtful of success ow10g to 1 cu ues m m~nagemen • .e 

objects aimed at are provi.sion of seed an? advance_s for mamtenance! but It 
seems improbable that advances f~r seed Will .be poss1ble as ~h~re are mn~mer· 
able sorts of paddy, and each particular sort IS al~vays grown .m us own part1.cular 
fielrl. Mr. Cobden-Ramsay has had so~e ~xpenence of gram stores and 1s. of 
opinion that owing to the expense of bu1ldmg pukka .godow~s. and of effi.c1ent 
management, profit is .very d.oubtful. In ~ny case he 1s of o~1mon that busm~ss 
in grain must be combmed wnh advances m cash. The Reg1strar of the PunJab 
reported that there ar.e t~w; or four grain banks, started by. C~ptain Crosth· 
waite in the l\fianwah D1stnct. They all appear to be langu1shmg. Three or 
four :Oore have been started, but Mr. Wilberforce' doubts whether any further ad· 
vance is desirable. A large grain·dealing business on co·operative lines is about 
to be started. It will be a trading society, dealing chiefly in wheat, and profits 
will be divided. The Registrar of Eastern Bengal and Assam described Rae 
Parvati Sankara Chaudhuri's Dharamgolas. These are not registered. He com. 
mented on the large number of charitable loans which are not collected, The 
Registrar of Bombay reported that a few banks in one district had succeeded 
admirably while carefully watched by Government officials, but that thty had 
rapidly deteriorated when official assistance was withdrawn. 

· . In the oth::r Provinces there are no banks of this description. 

The Conference was unanimously of opinion that honest and effective man· 
agcment and appropriate storage are essential conditions of success for co·opera· 
tive grain bank$, These conditions present difficulties which in the majority 
of pllces it will be impossible at present to overcome, and progress must 
therefore necessarily be limited to the few favoured localities where these con· 
ditions can be met. It was also unanimous in its opinion that where a grain 
bank is started, a conco1I1itant cash bank is a necessity, . 

IV.-Seed Socieu"es. , 

s~. The only co-operative societies of this description are in the United 
Provi~ce.s. The Registrar reported that of the 12 societies which took advances 
of gra!n m bulk from the Government seerl depot at Amethi, eight had paid 
~ack m full, and four were in arrears. The societies were originally formed 
m September 1905. Of the eight societies three have this year raised capitaf 
purchased Eeed grain outright, and disaibuted it Em sawae to their members: 
Arrange'."e~t~ have been made by which the various descriptions of grain are 
kept by m~hndual members of the Panchayat, one member storing wheat, another 
gram,,~ lh1rd barley ~nd a fourth {leas. Th~ diffi~lty antic!pated is the cleanin~ 
a~d slzmg ~~the gram.wh:n ~epa1d. Spec1al assistance will be given at harvest 
With the ObJect of preventmg 1m perfect grain being stored. It has in each case 
bcc!l found necessary to supplement the ~eed society by a village bank on a cash 
bas1s, as the bannyas have refused to make advance!' of cash to the mrmbers 
who have ceased to take seed advances from them. 

V.-Socielies of olher sorh 

(a) Weavitrg societies. 

53·. Th~ Regi.strar of l\ladra~ reported that one weavers' society had been" 
started m h1s provmce. Its workmrr was not yet entirely sat'·f t Tl 

k"l h d · · d h · · <> 1s ac ory. uee 
va .' s a . Jomc t e soc1cty Ill the hope of assisting the wea.\·ers and had lent 
the1r crcd1t for the purpose of increasinn that of th.: weavers R • · IL 
w·a~ borrowed from the Madras .Cen!ral 'hank. The member~ we:~ a;(l~~~fuU 
~elected. The method of workmg 1s to purchase raw material· and to ad vane~ 
~ tk the wca\·ds at whfl~sale rates. The loan of raw material is shown in the 

oo s as an a vance o Its cash value. \\'hen the cloth is made the society 
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purchases it at a rate fixed by the ?anchayat and Eubstquently sell! it. The 
value of the cloth fixed by the Panchayat is credited to 1 he wca\·cr's 11ccount. 
The members are also ~:ranted ad,·ances in cash. The Rrgistrar con~iJ~r~d 
that the educati,·e ~fleet of the society has been good. In its first two months' 
wnrkil'!g it made a loss of six rupees. Since Jist March 1906 the accounts h:tve 
not been made up and it is consequently impossible to sav whet he' profit is 
now being earned. When profits are made, one·half goes to the rcsrn·e fund anll 
one-half to repaymen: of borrowed capital, in accordance with the by-laws. \\'hm 
ah borrowed capital has been thus repaid, half the profits will be divi<Jed amon~ 
the weaver memb~rs. 

In Mysore there is one such society. It has been rtcently formed and not 
~et inspected. In Bombay, Bengal, the Punjab and Eastern Bcn~:al and Assam 
there are no weaving societies. The Registrar of the Central Provinces reported 
that one such society had been recently started. Its only aim is to finance 
weavers and it deals neither in raw material nor in the finished product. 

The Registrar of the United Provinces described the Denares Silk Weavers' 
Association. It has been formed by the weavers with the object of extricating 
themselves from the toils of the merchants who have hitherto controlled thu 
trade. Capital amounting to Rs. :zo,6oo has been paid in. The modu1 
operandi is much the same a~ that c.f the Madras society. Raw matrrial is 
purchased wholesale and advanced to weavers, they being charged two F ics 
per rupee per mensem on !h~ value of tt-e silk.. When the brocade is fini~hed it 
IS purchased by the AssoctatJOn,· each ptece bemg valued for the purpose by the 
appraisers, who are members of the Committee. The weaver has the option 
of taking the price so fixed or of leaving the cloth \lith the Association fur 
commission sale. The former methoj is almost invariably chosen. The 
account of the member is regulated alter each tranuction, and as soon as h_, 
ha!l completed one piece and sold it to the Association a new advance of raw 
material is made. 1 he Registrar reported that C?f the capita!, Rs. 5,000 hatl been 
kept in hand .and the remaining Rs. 15,6oo had been employed r.ontinuou,ly. 
In the first etght months the turnover amount eel to Rs. 45,000 and the profits 
after rayment of all expense~ to Rs. 2,300, stock (both raw material and linishrd 
product) being taken at cost price. The dangP.r, uhich was pointed out by 1\lr, 
Charriar (Madras), is that the Association way be choked with stock which it is 
unable to sell rapidly. That danger is rralised by the Registrar oF the UnitcJ 
Provinces and will as far as possible be ~uarJed against. The Re7i~turs were 
unanimously of opinion that •the weavmg industry offers a hopelul lid!! fur 
co-operation. , 

V.-(b) & (e) Sugar r'ndustr~'u, 

54· The Registrars reported that sugar boiling and manufactur~ were 
nowhere co·operatively undertaken. The Registrar of the United Provincts dre.v 
attention to the experiments carried out by Mr. Mohammed lladi, 1\l.l{.A.C., 
Assistant Director of Agriculturt>, United Provinces, which have bten re('ortc•l 
in Bulletin No. 19 'of the Agricultural Department, published by the Unit eel 
Provinces Government Press, Allahabad. He reported that an attempt had bcc·n 
made without success to introduce the system therein described by means of 
co-operative sugar societies affiliated to the Moradabad District Dank. llu wa~ 
hopeful that possibly next year something might be done to commcnlc cu• 
operative sugar manufacture in the Rohilkhand Division. 

(d) Societies for other purposes, 

55· The Registrar of Madras reported· that three most succes5ful co· 
operative stores had been started in his Presidency. They combine a ca~h ln:~n 
business with purchase and distribution of stores, All the nccessarits of l.fe 
are dealt in, being bou~ht wholesale and sold to members retail fur cash. llc 
specially instanced the Tnplicane Society, of which the capital consists of ({s. .'i 
shares. The society is managed by a Committee who employ a salaried stofi, 
the Manager being paid Rs. 35 or Rs. 40 a month. Two clerks, a saltsrn;cn 
and a peon, are also employed. The supervising agency is entirely unpaid. The 
monthly expenditure on the staff is about Rs. 70 per mensem. In the money· 
lending department all profits go to the reserve. In the s1orcs one·qu;.rtcr <;( 
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the profits arc credited to-resene .fund, 6 per cent. are pai~ as dividend a~d the 
bal.onrc divided among purchas1ng members half-yearly, m accordance with the 
vtJiume ( (their purch:1ses. In t~e first half-year half an anna per rupee of 
purcha;c was paid. In the second half-year, owing to the fall in bazar prices 
due to competition with the stores, one pice per rupee of purchase was paid. 
There are almost soo members and the society is very carefully supen·ised, The 
turnonr is Hs. E,ooo c.r Rs. g,ooo per mensem. All cash is looked after by the 
Manager, whose cash book and cash balance are checked daily by one of the 
lJirectors. 

In My sore one similar society has been at work for 14 months and two have 
been recently started. lhe former does excellent work. Last half·year its sales 
amounted_ to ~s. 1g,oo~ and the .stock in hand on rst July. was ~alned at Rs. 
2,509. No d1fliculty 1sfound m the management. There 1s a pa1d manager on 
Rs. 30 per mensem a11d the Secretary receives as carriage allowance Hs. 12 per 
mcnsem. The l<_eg.istrar.s of the re~aining Provinces thought that though 
po;s1bly such soucues m1ght succeed m the larger towns manacrement would 
1 rL;P.r.t great dillicul:ies. ' "' 
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Minutes of the 29th September 1906. 

56. The note' submitteJ by the Sub-Committee formed to consider the 
rules and by-laws framed b the various Provinces was laid before the Conference. 

Paragraphs 1 to 4 of the note were unanimously accepted by the Con• 
ference. 

The Registrar of Bombay considered that no rules should be framed under 
section 27 (.a) (p) of the Act unless they include disputes as to the recovery of 
money, and that no rules should be made under clause (P) unless power of 
recovery be included. If that power be allowed, rules arc absolutely necessary. 
Otherwtse the mere fact of the existence of rules under clause (/1) would be 
likely to encourage unnecessary references to the Registrar. 

The Registrar o£ Bengal· agreed with the Registrar of Dombay. The 
remainder of the Registrars considered that rules under clause (p) should be 
issued at once. . 

The Registrar of Bombay thought that rules under'clause (q) are unneces• 
sary and that the necessary orders can be issued by notification. The Registrar 
of the Central Provinces agreed that rules under this clause arc at present 
unnecessary. The other Registrars were of opinion that rules under this clause 
should be made at once. 

The Registrar of the Punjab considered that rules should be made under 
clause (r) allowing appeals by societies (as opposed to individual members) in 
certain cases. The Registrar of Madras thought arpeals desirable in certain 
cases and would leave their determination to loca Governmcr.ts. All other 
Registrars agreed in· the opinion that no appeals should be allowed from any 
order of a Registrar, except m the cases for which statutory provision has 
been made. 

All Registrars accepted paragraph 6 of the note. 

57· It was unanimously agreed that provincial Co-operative Credit Manuals 
are advisable, for ready reference on co-operative matters, when sufficient ex• 
perience has been gained to enable the Registrars to prepare them: 

58. The question of amendmentst of the Act was next taken up. It was 
unanimously resolved that it is advisable that section 3 (2) of the Act should be~ 
amended to read as follows:-

"Societies shall be either rural or urban. The Registrar shall decide in 
each case whether a society shall be registered as a rural soeiety or an urban 
society, subject to any rules which may be made by the Local Government in 
this behalf." 

It was unanimously resolved that section 3 (1) of the Act should (in accord· 
. ance with the recommendation of the Government of Bombay) be amended by 
the insertion of the words "or holding immoveable property" between the words 
"residing" and " in" •. 

It was unanimously resolved that section 3 (3) (a) of the Act should be 
amended .so as to allow a society to consist of a group of smaller societies, i.e., to 
form a co•operative union. 

Thenotest submitted on~ proposed amendment of section 8 (r) of the Act 
were read.· · 

It was unanimously agreed that the proviso to section 10 (r) should be 
amended by the substitution of the word "another" for "rural ", 

It was unanimously resolved that section 19 (b) should be amended by the 
addition of the words "or articles manufactured from raw materials" after 
"manufactures ". 

• ViJ• iNfr• Appendi• patu 411•41· Vtll1 also (I• r.l'otl Ofl the U~tlted Pto•lni'"H Kul•• 11 to tummuy 
rtcnnrJ-l"f'• AplJeodla paet• 4l•4S. (2) !-tote clis~ntill&: from I be propoultla the abowe D&t.-1"/r• Appt'Ddi& 
poceo •«>-•7· 

t VW. (t) llombaJ Rnu .. Dopartm•nt Noo. 37~· d•••~ lOth Apr;J 19.6 ud 7Sq,latod 8•b A•r••t 10<>6-
'"''• AJ)~ndi& piif1P148-SO.. (2) Nott oo th• t.•iJiai• of the :d•dra., ~r ... IJtncJ-1"/•• Apptadia pa.JI 5'· (Jt 1\c.te 
ea produ~;tite aDd distributiu ~pentin tociehet-h/r• Arpea.d·l F'l' 52. (4) Not• oo •nn• ••··m•loll en4 
difficult prowisiCDI of '"• Cooopenlit'l c~~it Soc~el Act-iffjf',j Ap~il "''"53" .55- •5J Note c.f ••K~·mu.it 
tee oa ameodmeat of oectioa 8 (1)-i•l•• Appeam P•&u ~5-H• (61 ~oil ol olll>-comm&ll .. •&aioal&m<Ddmeol w 
~· 8 (1)-io/•• Appeaclia P''' ~8. ~ __ 

The peeiog olthe Appeodi1 bning !toea changed Ia prlnting, the poet morencet Ia lbt loot•DOIH oo pazeo 
81 and 22 are incorrect and thoutd be r~ad ooe namber Len, l.1., 40 1.-llead c.f 41 ••d ~ oa.. 

Ia the twclltb lioe ol parao;rtpb ~81"' "oectioa 3 (J) (•) • rcacl "oecl.loa 3 (J) ", 
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I 
· Jy a"'rePd that the law should provide that Companies 

59 t was unan1mous o · • • · t th t' f · c ·. ' Act wh1ch were m existence a e 1me o 
regir:tered unCdcr the t'~mpCa~d\~ Societies Act and which are by their constitu· 
PassJn"' the o·opcra ne r ·' d' · t' h Jd b l'gi · "d · their objects practically co·opera_tive ere 1t socle.J~S, s ou e P 1 • 
tJ
1
onfan 10

• t' d r the latter Act subJeCt to such conditiOns as the Local be or reg1stra 10n ur. ~ • • 
Government may in each case thmk fit to Impose. 

Co. The question of recovery• ?f amounts decreed in proceedin~s under 
rules framed in accordance with sectiOn 27 (.a) {p) of the Act was next discussed. 

The Registrar of the United Provinces was very strongly o.f opinion that 
1. m of summary recovery is in these cases necessary. It IS the expressed 

som1. e syfstcl e Government of India that societies registered under the Act should 
po ICY 0 1 h c· 'I c I as far as possible be discouraged from resort to t e lVI ourt: n pursuance 
of that policy section 2 7 (2) (p) was framed. _Tha~ clause admittedly ~m.powers 
Local Governments to prol'ide a method by wh1ch ~1sputes ~etwe~n. soc1~11es and 
their members can be decided without the. nece~s1ty !lf filmg ClVII SUits. He 
pointed out that in Civil suits the chi~f d1ffi~ulues anse n~t before decree,, ~ut 
after the decree has been passed. It 1s a.dmJttedly uncert.am w~ether a decision 
passed by a Registrar under rules framed m accordance w1th th1s clause would, 
without further argument or questio_n, fo~m the basis of a decree. Eve~ w~re a 
reasonable assurance given upon th1s pomt, decree does not necessarily 1m ply 
recovery. On the contrary, probably m the majority of instances, recovery does 
not result from decree. , He considered it contrary to the policy of the Govern· 
mtnt of India before referred to, that societies should be put to the expense, 
trouble delay and uncertainty whith execution of a decree would imply. He 
quoted

1

the English procedure on the subject, and finallr stated ~hat over 400 
societies had been registered and financed under the Umted Provmces rules a~ 
they stand: He admitted that possibly recovery .as an arr~ar of ·land r~venue 
might be Illegal and suggested as an alternative execution of a Registrar's 
decision as a decree for arrears of rent. 

The Registrar of Madras made a statement which he embodied in a note 
presented to the Conference, He objected to summary· recovery, through 
rr.venue agency, of the dues of Co·operative Credit Societies as needless, harmful 
in the long run, and probably illegal. The Registrar of M ysore had not sufficient 
experience to warrant his offering an opinion. The Registrar of Bombay considered 
summary recovery both necessary and advisable. Tbe Registrar of the Central 
Provinces was against summary processes for recovery. He feared that it would 
lead to mismanagement and the inclusion of undesirable members. He was doubtful 
whether the word" dispute" would .legally include a claim for admitted arrears. 
The Registrar of ,Bengal agreed with the Registrars of Madras and the Central 
Province.s. He thought tha~ s~mmary recovery would ten? to carele.ss management. 
He cons1d~red that th~ soc1et1es shoul.d ~e run on ordmary busmess lines and 
that there 1s no necess1ty for the spec1al powers proposed. The Registrar of the 
~u.njab agreed with the Re~istrar of Bombay. He.c.ons~ders the proposed pro· 
VISIOns analogous to a Government guarantee. Litigation would kill the socie· 
tie.s. The Registrar of ,Eastern Bengal and Assam was op_posed to summary 
recovery. He agreed with Mr. Gaskin that defaults are not mcluded in disputes 
He.c~nsider~d that recovery by. summ~ry proces~ ":auld prevent people joining 
societies, owmg to the malpracuces wh1ch preva1l m executive recovery of all 
kinds. He would leave the societies to the ordinary Civil law. 

61, The Rej:!istrar ?f. Eastern ~engal !ind Assam proposed that societies 
should be granted the priVIlege of usmg serv1ce postage stamps for correspondence 
All other l{egistrars thought the proposed pri\'ilege unnecessary. ' 

62. All Rf'gistrars agreed that the Co-operative Cr~dit yeart should cl 
on 30th June and reports be submitted to Local Governments on Jst October. ose 

6J., The notet of the Sub-Committee on annual statements was read, The 
conclusions reached and stalements prepared were unanimously accepted, 
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PROGRESS MADE. 

, , .. 
1

., J (ro
111 

the j 11 ruma!ion co11faintd i11lhe reports received, 
.(l f1t.f (JI,. ,,1. 1 ljl ' 

. . I Aj J "'·'rlh·\Vest Frontier ProYince 11ot JCt ava;!able. ln lhe reports recci•ed eome of 
f,,FJ-Rr·Git' 1U:D meraa~.~ ..... 

' tt1e details ate iccomi'lcte. 

• 
The reports rcl~ting .to the year ending 31St r.!arch 1905 ~h?wed that forty·. 

one socict ics. of "h1ch thtrl y-Gvc were rur~l a.nd s•x urban societies, had been re· 
£:sterc.J b)' th:-.t J:.tc. The ~pita! at tl.c1r d1spnsal amounted toRs. 54,128, of 
"hich Govcrnmct.t J,ad contnbuted, by way of loan, Rs. g,65o. 

from the reports now received we find that a year later the number of 
. . . . societies on the rcgistP.r* was 482, of which 

• ri··UTI:'t indudf' •ome unr'J:l'llrrod IOCLdLI'I IR • I b d 
thel:miellrutinceolur whi'b oeparall olatislicl 42~ ".ere rura' 35, ur an an 22 central· 
are not~~''"· SOC!eliCS1 and thetr members numbered 

tTo II•• '"'"1'"P"· 26,482. The capital raised by all these 
societies amounted toRs. 4,96,17 7t, to which lo.1ns. from private persons, not bein"' 
members of any society, contributed Rs. 1,40,439, share capital Rs. 1,31,~05, and 
ueposits l>y memLcrs Hs. 1,'.1· 1,171 while the amount advanced by Government 
amounteu to Rs. 70,152. The sum placed to reserve by all societies was 
Rs. 7,398. · 

The use of the funds at their disposal made by the societies may be summa· 
riscd as follows:-

( 1) loans repaid to private persons, not being members of a society, 
Rs. ~0,352; 

(2) loans issued to members, Rs. 3,40,043; 

( 3) invested in raw material and stores, Rs. 1 ,o 1,313; 

All provinces showed a prof1t ory the year's working. The balance sheet 
shows a balance ol over Rs. 26,ooo m favour of the societies inclusive of the 
reserve fund. 

It may be added that the a Love figures cannot, for the reasons given in th 
note ~t tho head of this memorandum, be considered to be absolutely ac t e 
but the~ may be taken as indicating in a general way the progress made.· cura e, 
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No.2. Note 011 villagl hat1.fs ;,, Gotldil Dis/riel. 

In this. report I allude only to the five banks recently started, the three oiJes 
banks runnmg on borrowed cap1tal, At the outset it should be stated that these \1 ere 
not started o.n any preco~ceived n?tio.ns of my own, but the shape they have taken 
has bee.n e~t1rely determmed by d1stnc.t and local conditions. l\ly original idea 
was to mstJtute a large central bank w1th a capital of about a lakh with affiliated 
local branches. !Jn approaching how~vcr the pri!lcipal taluqdars I found great 
~el~ct~nce on the1r part. to have anyt~ml;! to do w1th the scheme and a still more 
m':tn~1ble reluctance to mvest money m 1t. The mahajans were equally unwilling, 
p~mtmg to the fact that several banks had been started before and nearly all 
fa1led. ~h; re.luctance of the taluqdars to take part in a district concern is a 
factor wh1en w11l probably alw~ys have to be reckoned wit~ in Oudh: thou~h 
they may not do much for. the1r tenants, they are extremely Jealous of outside m• 
terference, and would not improbably work against a central institution whose 
opera~ions i.t was proposed t? extend to ~h~ir estat.es, On the other ha~d, my 
expenence 1s that they are, 1f solvent, w1llmg to g1ve moderate pecuniary assist• 
ance and countenance to an estate bank. The estate will probably ha,·c to be 
the unit in districts such as Gonda where properties are large and stand very 
much in a ring fence. The motives of the taluqdars too will not be to ~eta sound 
inve:1tment for their money but to gain some kudos for acting in a pubhc spirited 
manner-naturally therefore they desire to appear before the public as benefactors 
e>f their own tenants. Having failed to start a central bank, I proposed an 
estate one on the Balrampur estate; the Maharaja offered me Rs. 500 for this pur• 
pose and indicated the villages which were in the opinion of his manager likely 
to serve as convenient centres. Two were ultimately chosen, vi.r.,-Gilauli and 
Jankinaga~-mainly becaus~ they were centrally situated and had excellent 
'J)aterials for a panchayat, 

The next step was to raise more-money, since banks '1\·ith ac:~pi:alo£ Rs. 250 
tould hardly perform any useful purpose. The tahsil dar of the estate in 11 hich 
the villages were situated, who took great interest in the experiment, assured me 
that many of the cultivators were well·to·do men, who if once convinced that the 
scheme was for their benefit wouJd readily provide the balance required. lle 
advised me to entrust them with the largest possible powers of management in 
order to win their confidence. A junior Deputy Collector S. Zainulabad was sent 
to the villages to learn their views and explain the purport of the bank. lle found 
them suspicious at first, in spite of the assistance which the Maharaja \las pre• 
pared to give them gratis. !:'orne further explanations put the matter in 11. clearer 
light, but they expressed themselves very definitely on two points-first!{, that if 
they advanced the money they should receive the profits in the shape o interest, 
and, secondly, that the panchayat should have the entire management o( the funds, 
and the money should not leave their bands. Though they ultimately consented 
to a deposit in the savings bank, they did so only on the understanding that they 
alone should be entitled to touch the money. Their suspicion on this point was 
so strong that they were allowed to keep the money in the first instance until it 
was advanced on loans. 

It was not possible to accede at once to their requests since section 8 of 
the Act appears to conttmplate purely credit associations in the most literal sense 
of the word-that is, societies working on borrowed capital: it would not appear 
to contemplate societies raising their own capital among themselves and working 
it on a profit basis. A familiar illustration would be the small co-operative stores 
or building societies to be found in almo!t every town of any size in the Midlands 
and north of England, founded by the 6uperior class of workmen-the benefit to 
the sharers accruing not o~ly in cheaper and better. s.tores or housc.s, b~t a!so 
from the profits of the busmess. Though such soctct1es may not mcnt lcgtslaU\'O 
protection to the same extent as the continental model, yet there can ~: no do~Lt 
of their great value· in affording means to the poorer classes !'f P!acttsmg thnf.t. 
It may seriously be doubted too ~·he1her su~h a c!ass of soc1~ty IS. r:o! more m 
accordance with the genius of thts country, m wh1ch the tradmg spmt u 1tr~ngly 
.assertant, than the continental mcdcl. 

' 
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The difficulty was o>ercome by arranging that a fiKed interest on ~h~ share 
·1 1 1 . ld be paid annually and the balance treated as profits w1thm the 

c~ P' ~ s 
10

fJ ct'on 8 and emp,J~yed in the way indicated in that section. On this m"anmrt 0 se I • • J' ' 
u;dersl~nding offers of money poured ~~. hand kit ll'ah~l nehcesbsaryk to lm.lltl 
the fharcs and the amount each man m1g t ta e w 1 e t e an was .stl 
in an experimental stage. The arrangement finally m~d7 was, that .the op~rat10ns 
of each bank should extend to villages of ~he es~ate wh1tlhd1'n a fi

1
ve-dm1ledrab:11

1
us: ~he 

capital should be subscribed only by agncultunsts o mg an an e ongmg 

10 agricultural castes within that are~: an~ that .a~v.ances should only be ~ade 
to residents of those villages. The mtent1on ~f hm1tmg the area .was to fae1htate 
the meetings of the panchayat and the. workmg of the hank.; 1f the ~embers 
Jived too far afield the bank might get mto the hands of a ehque, . a.nd 1t wo~ld 
br. much more diOicult to regulate and recover advances. The ongmal cap1tal 
fi~cd was only Rs. soo for each bank, but it has gone up to nearly Rs. 2,ooo in 
each case, and I am rather doubtful. whether they ha~e not gone too far. The 
subscribers are all well·to-do cultivators-mostly h1gh castes or the better 
a"ricultural castes such as Kurmis. .. ' 

The members thus fall into two classes-the first, who are styled share· 
holdc;s, form the panchayat and elect the officers: these per~ons are entitled 
to the fixed interest on the shares. All other persons belongmg to the estate 
resident within the c1rcle of villages are entitled to borrow money from the bank, 
if vouched for by a shareholder. The rate of interest for borrowed money is two 
pies in the rupee: theoretically the non-shareholders pay a sum of four annas 
for membership, but this formality is not strictly observed. If they do, this goes 
to the reser\'e. In addition to getting their money cheaply, these persons have 
the nebulous rights to a bonus from the reserve prescribed by section 8 of the · 
Act. 

The management remains entirely with the panchayat and its elected officers. 
They have specified days for meeting and making advances. So far it has been 
arranged that S. Zainulabad should be present at their meetings to direct pro· 
ccedings, or they have reported results by postcard. They keep up the registers 
suggested by the Registrar; though a bit awkward at first, l think they keep · 
them fairly well; they certainly take pride in them. In course of time with a 
little occasional supervision, they should get along very well by themselves. 
The panchayat is thoroughly well acquaintecf with the character of all .the 
borrowers and will take good care not to lend to likely defaulters. The panchayat 
keeps a close eye on its officials, and they have already asked for the removal 
of one treasurer on the ground that ill-health prevents him from looking after 
his duties. The estate officials will probably always support the banks because 
t~ey facilitate rent collections. 

The actual shareholders have not as a rule borrowed money from the bank. 
they are well·to·do men who in good seasons such as the present· have no need 
to do so. To a certain extent therefore this form of bank is open to the 

. objcctioa that one class of cultivator is advancing money . for his own profit to 
another c~ass, un~er the support of the Act. But assummg a bank is to be 
founded, 1! the cap1tal were not borrowed from them it would be borrowed from 
outside capitalis.ts,. ":ho wou)d exact a fair rate of interest on •their capital 
advance~. A~am 1t IS not fa1r to draw fin~! conclusions from a year like the 
present, m wh1ch not ~nly were the han·ests good but the prices phenomenal · 
there must be money m abundance in these villages, judging from the amount 
ot1crcd us and the eaGerness to take shares. When a bad season comes or an 
outbreak o! cattle d1sease. occurs, the shareholders will want advances them· 
selves. !tIS ~n excelle~t msuranc~ for them against bad times, an admirable 
way of d1spvsmg of the~r surplus m hand-the only pity seems to be tbat we 
cannot take ~ore of the money ~ood times have brought them, and use it 
profitably ll!'lll they rea.l!y wan.t 1t. No one who knows the Oudh peasant 
would call h1m a Sf!endthn(t or Improvident, but a balance in hand seems to 
create a~ O\'rrr,owenng desue lor .expensive pilgrimages or marriage festivities. 
:nat th., peop e generally a~prec1ate the benefit of these institutions ma.y be 
1ud;:eJ from .the fact that qu1te a number of applications have been rece1ved 
from oti:~T v1llagcs for banks. 
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The three other ban'ks, the Guizar, Mahadcia and Rehra were, so to speak, 
started by request. The Tahsildar of Retwaghara, a large ,·illage on the Dalram• 
pur estate, suggeste.i that a bank should be started to enable the villagers to keep 
()Ut of the hands of the moneylender and to facilitate rent collections and the 
Raja of Utraula and a big zemindar na~ned Amjad Ah both offered Rs. ;oo 
gratis to start banks on their estates. They both stated they belie,·ed they 
would g.:t their rents in easier, and would elimmate the mahaja.n, if a prosperous 
bank were in working. · 

I consider that enough ha,·e been started for the present, and, as culti• 
vators' money is mainly at stake, it would be well to see how they turn out before 
founding any more. 

Julj 1906, 
11. R. C. HAILEY, 

Dtfuly CommissiDtrtr. 



N °' ~'ole tm co·op;rnlive eredil socie/itB ,·n regiments of I he lndiaiZ Army. 

1, The Co-operative Credit Societies Act. (A_ct No. X of 1904) has been fra~ed 
with the object of providing for the const1!ut1on and control of c~-operahve 
cr~dit societies, whose aim is to encourage thnft, self-help a~d .co·ope;atJOn among 
agriculturist!!, artisans, and pe~sons of_ limited means. Soc1et1es registered under 
this Act are entitled to certam spec1al. benefit~, :"1!d are exempt from many 
special expenses, which ordinary compames and md1v!dual per~ons ~ust undergo 
in the course of their business. They are corporate bod1es WJth perpe~ual 
succession entitled to hold property, to sue and be sued, and to ent.er Into 
contracts. 

1
The main objects w1th which they are formed are, first,, by poolmg the 

credit of the members to increas~ the market value ?f that cred1t, an?, second, 
to provide against loss by managmg through. a comnuttee represen~a~1~e ofthe 
members, by a system of strict el~ct!on. wh1ch pre:ludes the possJbJ!1ty of the 
inclusion of undesirables, and by oulidmg up a strong reserve fund as soon as 
possible. 

2. The possibility of founding regimental co-operati\'e banks ha~, on m?re 
than one occasion, been the subject of enquiry by Officers Commandwg native 
regiments. :::iuch institutions woul~ .be of enormous assista~ce to no.n·com• 
missioned officers and men, by prov1dmg funds for leave necessitated by Sickness 
or otherwise for extrication from th~ burdt:n of debt at high rates of interest, 
for the purchase of landed property in view of retirement, for ·marriage and 
funeral expens!s, and lor the thousand and one other necessary causes of extra· 
ordinary expenditure. They would. also pro\'ide an opportunity for regular. 
savings deposits at higher rates of interest than can be elsewhere obtained. 

3· The rPgiment is peculiarly efficient as a unit from the co-operative point 
of view. There a~;e a\'ailable the necessary intelligence and knowledge to ensure 
that accounts and registers would bt: kept with accuracy and care, and that 
the management of the society is satisfactory. Esprit de corps is strong, 
and public opinion would prevent malpractices, which, in ordinary societies, 
11ight cause loss or injury to the members. The members are all paid monthly, 
and consequently repayment of loans or payment of deposits would be regular 
and comparatively constant, admitting of a fairly accurate estimate of receipts. 
Then the men are known intimately to one another and to their native and Euro· 
pean officers. Any tendency towards extravagance on the part of a member of the 
society would be a matter of tommon knowledge to his comrades. It could not 
remain concealed. Dishonesty would at once be recognized. Finaliy, the class is 
one for which it is impossible to do too much, and any assistance which will 
result in increased prosperity after retirement is certain to be eagerly welcomed. 

4· The present time 11ppears peculiarly propitious. I have heard of a large 
number of cases in which native soldiers have applied for grants of land in the 
newly opened canal colonies in the Punjab. I have also heard of cases in which 
such land has been acquired, but in which the incrrasina burden of debt due to the 
high rates of interest charged by the lender of the purchase money, has S\'l'amped 
the. purchaser I. hough th~re is ( l b7lieve) some prohibition against borrowing 
wh1le.employed w1th the regune~t, It lnll pr.>bably be found that in many cases, 
espcc1ally tho.se of enforctd s1ck lea~e and of marriage expenses, debt has 
a~tua.lly been mcurred and. probably, owmg to tlte necessity for secrecy, at rates 
h1,e:her th~n those ~t wluch the money might have been otherwise obtained. 
The comb1ned cred1t of a number ofthe sepoys of a nati\·e reaiment especially 
where there a:e men of outstanding good character, would be ex~ellent. If 
SJinc of the European officers, the native officers and the non-commissioned 
officers were to joi?, it is highly probable that t~oney could be eas:Iy r:~ised 
at 6 or 7 per c-ent. 

. 5· If such societies were f.ormed they would command capital by borrowing 
m th~ open market, by the 1ssue of debentures and by the receipt of deposits 
from the members •. They wo.uld probably have to pay an average of 6 per cent. 
f,:r the money so ra1sed. Th1s money they could advance at 9i per cent. {It 
pieS per rur,·c pt:r measem) to SUch of the members as required Joan<: and SO make 
a profit c uYcr ~ p~r cent. on the working capital. This w~uld ena'Jie a 
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substantial reserve fund to be rapidly worked up and so provide against an\" 
possibility of failure. The rate suggested is very much lower than that ordinarily 
charged by money-lenders to men of the class with whom it is proposed to deal. 

6. ·There are of course certain points of difficulty which, in the event of such 
societies being formed, would require careful consideration. Not the least of 
these wouh.l be the provision for cases in which members retired before a lo:tn 
had been repaid in full,-for active service-lor the transfer of the regiment from 

. one registration area to another. But. all of these could, I am convinced, be 
successfully overcome. If a.n assurance were given th1t the Government n( 
India approve of the proposal! could work out detailed by-laws, and, in cons'Jlta· 
tion with officers who are interested in the scheme, it should be possible to 
make conditions which would cover all difficult ca~es. In initial clifficuhics of 
procedure or account my department would be able to assist, and the periodical 
gratuitous audit required by the statute would give .in opportunity cf continued 
supervision and where necessary assistance. 

7• I would not of course propose that societies should at once be formed 
in all regiments. If permission is given to form one or two societies in the 

_first instance, their success will very soon lead in other regiments to t~.e desire to 
follow suit •. 

J. HOPE SIMPSON, 

Registrar, Co-optratiue Credit Societies, Un'tc.ll'rovin&rl. 



No.4· 
Note on the .Mnradabad Dis/rid Co-operative Ba11k limited. 

This institution was discussed at length in paragraph 17 of my report for 
r9os·o6. I have recently visited it and audited the accounts. They were in 
excellent order. The most remarkable feature of the institution is the system of 
voluntary deposits which appears to be beco~ing est~bli.she.d. The members 
evidently re"'ard the bank as sound and as thetr own mstJtnt10n. The balance 
sheet from Tst April ro 31St Augnst is as follows:-

Income. E1penditure. 

Rs. A. p, Rs, A. P. 

Balance on 31st March 1906 ... 253 10 I Loans issued ". 40,015 0 0 

Deposits- Interest paid on de ben· 858 5 0 
Rs. A. P, tures. 

(i) Dy non-members 4·150 0 0 Paymmts on necount of 

(ii) Dy member• 
lia6ilit11s of previous 

3·731 I 0 - !Janks:-
Rs. A. P 

'fetal 7,881 
(i) Repaid to 1,400 0 0 ... I 0 sharehold· . ers . 

Sale of abares ... 350' 0 0 (ii) Repaid to 1,925 0 0 
creditors. 

Sale oE debenture bonds ... 4o,6oo 0 0 (iii) Paid in 167 3 6 
interest 

Total ... 3.492 3 6 

Rertipl on aceou11t of assets of Aliscellaneous e:rpendi· 
previous 6anis :- ' lure:-

. 
(i) Repayment of loans- (i) Establish· 213 0 0 . ment, 

(a) Principal 2,915 0 0 (ii) Printing, 166 IS 0 
stationery. 

{6) Interest 8oo 11 2 (iii) ~urniture 225 15 6 
(ii) Deposits 22 5 6 {iv) Travelling 43 4 0 

allowance, 

{ii~ Entrance fee• r6J o o (v) Miscellan- 36 11 6 
eous. 

--
Total ... 3.900 0 8 Total 68,5 14 0 ... 

t.l isce llaneous ... ... 28 2 0 Balance in band on 3151 M61 7 3 August. -
Total ... 53,012 13 9 Total ... 53,01.:11 13 9 



.. 

•s 
The statement o( assets and liabilities is as (ollows :-

Assets. 

Loans outstanding ... 
Interest due to date ... 
Cash in hand ... .. 

Total ... 

• CAMP UNAO i J 
The 8th StJitm6er 1906. 

Rs. A, 

~3.902 0 

3,848 II 

7,96 I 7 

1,os,712 

Llobilillolo 

p, R~o A. •• 
0 Share capital . .. Jo,ooo 0 • 
8 Debenture capital ... 70,000 0 0 

3 Deposits ... ... 9.5°5 7 5 

Interest due on debentares 6so 0 0 

Interest due on deposits,., ISO 0 • 
Resene (und ... 597 7 2 

Profit and lou ... 4,8og 4 4 

II II Total ... 1,05,7111 :Ill 

J. HOPE SIMPSON, 

Registrar, Co-oJtrali'DI Crttlil Sotitlitr, 
Uniltd Pro11inus-



No.5· fi 
. f Rural Cr;·o~>erative Credit Societies. 

Nole on I he llanClrl[ o r 

. Ben al and Assam I have found no difficulty in 
In the Provmce of Ea~tern edif societies on the basis of unlimited liabi· · 

establishing rural C?·0P~~·vlt c~hat I am experiencing is in financing these 
lity. The only senous 1 cu Y 
societies. 

2 , The capital of a rural co·operative credit society on tl:e ba.sis of the 
unlimited liability must be denved from 
some or all of the following sources :-Sour<ll ol capilat. 

. (1) Admission fees. 
(i1) Deposits of members. 

(111) Loan from Government. 
(iv) Borrowings from non·members. 
(v) Loan ,fr~m other co-operative credit 

soctelles. 

The societies in question are composed chiefly of needy, people, who join 
3· for the purpose of borrowmg and have not 

til Adml11i•• lees. an abundance of rt~ady money and cannot 
a large amount in admission fees. The admission fees in the existing 

~~~icties are fixed at annas ~ a . head, except in . tw? very- poor societies in the 
Jaintia Par~;anas of Sylhet dtstnct, where the rate IS 4 annas p~r hea~. The 
amount denved from ~dmission fe:s !s, and must al~vays be, ,·ery l~co.ns•dera~.le. 
Besides, 1 am Iol\owmg the pnnctple adopted m llengal,, a _prmctple wh1ch 
appe.trs to me to be quite sound, that the whole of the a~miSSJ~n fees must be 
placed in the Reserve Fund and not employed for the purpose of 1ssue as loans. 
So the sums derived from the admission fees must be left out' of the question in 
the financing e~~f these soCieties. · 

4. As I have said before, the members of rural societies are chiefly poor 
people with a sprinkling of cumparat1vely 

{li) Dopo•ito ol members. well·to·do people. The needier members 
have no spare cash to deposit in the society. The better class of people have 
some money, but, not bemg used to banking and investments, look upon these 
societies with distrust and suspicion, and cannot be induced to place their 
savings into the society. The nine rural societies that worked last year had 417 
members, and the sum deposited by them amounted to Rs. 1,544·8 only~ or an 
average of Rs. 3·10·9 per head, supposing every member deposited something. 
The deposits of members ought to be the principal source of the capital of rural 
co·operative credit societies, which should be banks worked with the capital 
supplied by the members themselves. But as I have found out, the capital con• 
tributed by the members is much too inadequate, at ·least in the beginning, to 
finance the bank and supply the needs of the members. · 

S· It is true that the end and aim of these societies is to teach their members 
Thoir wont ol confidencr, thrift, self·heip and business habits, and 

, they must be taught to save money and 
learn to be the•r. own ba_nkers. Every encouragement should be given to teach 
them these adnmable vutues, and no effort should be spared to overcome their 
ditlidence and suspicion in regard to the placing of their savings with the society. 
Dut the fact remains that there is either absolute want of means or a great deal 
of suspicion. The men of Eastern Den gal and Assam a're not absolutely dense ur 
dull, but are generally possessed of a cutain amount of astute intellidence which 
makes them regard with doubt any movement to which they are u;ac.cu~tomed 
This. \~ant ol c?nfiden~e \\ill ~apidly disappea; when they find the object of thei~ 
susptcton workmg sausfactonly and beneficta!ly for a few years. About ten 
yea~s ~go1 there were a nurt;~ber <?f bogus Insurance, Friendly and. Provident 
S~c1et1es m Eastern Bcng_al! m w~1ch many poor peop!c lost their money. They 
Wtll not look at any benetictal SC!Ctety, however businesslike it may be unless 
they are assured by actual expenence that the society is not fraudulen't. The 
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r~ce~t. agitation :~gai~st I he partition of D~ngal has made the educated people 
susp1c1ous of the motn·es of Go\·crnment m e\'ery mo\"ement, however pall'ntly 
hon~st they may be, and the rural classes are accustomtd to CC\nsult and setk the 
adv~ce of the .bl~adraloks before they ,·enture on any unknown enterprise. The 
adVICe, \\'~en II IS not abwlutely adverse, is to trust the societies to the amount 
of borro.,.mg money frClm them, but stop short of trusting them with money. 
Thu~ 1 find that, though many people are quit~ willin<> to form a socic:l and 
borro\y .money, evtn on. ur.l~mlted liabilit.y, they always find some excuse or not 
depos1t1ng any money mto 1t fer some t1me alter it is formed. 

6. The loan from GovP.rnmer.t is regulated by the principles bid down in 
(iio) Loanlrom Uovornm•ot. paragraph 26 of the l<esolution of the 

. · . Government of India, No. 1-63·3 (Land 
Revenue), dated S1mla, the 29th Apnl 190t. The most in•portant condition to 
the grant of these loans is that the amount advanced by Government shall not 
''exceed the total amount of money subscribed or deposited or of the share 
capital paid u.P ?Y the. members." In r~ral societies the amount derositeJ by 
the members IS mcons1derable, and even 1f doubl.:d by Government wil be quite 
insufficient to meet the needs of the members. We cannot hope for much help 
from this source under the present conditions. 

7· The ether source remaining is the deposit by, or borrowing from, a non• 
. . (•'•) Bor•owincl·•m no .. membon. member. The unl_imite~ liability of. t.he 
_ . • . memb~rs of the soc1ety ~1\"es the socJctiL'S 
a good deal of cred1t, and theoretically thev ought to be able to c-ommand suffi. 
cient amount of financial accommodation from outside. The non member who 
is hkely to lend money to a rural r.ociety is eith~r (a) the loc::~.l money•!cndcr, 
(6) the local zamindar, I c) a local gentleman of means and philanthropic imlina• 
tions, or (d) the public who desire a safe investment with a moderate return. 

8. The local money· lender in thia Province is either :10 up·country Kay a or 

() Tb 1 . a Kabuli or a villa~er more prosperous 
• •.mor.er enm. than others 1 he Kara nnd the Kabuli 

are veritable Jews, and are utterlv out of the question. Tho villa~:er generally 
has very small capital, st:!dom ex'ceeding a couple of thousands of rupees, ar.tl 
his sole means of livelihood is often the profit he can gf't out of this small 
capital. It is extremely difficult to induce the professional money· lender to 
advance funds to a rural society at a moderate rate of interest, and so they may 
be dismissed from consideration. 

9· The za~indar in Bengal has usually much money, and docs indeed very 
• cia · often lend money to his tenants. It ia a 

lbl Tho ••m•• '· custom in many zamindaris to provide tho 
cultivators with funds for maintenance between harvests. It ought not to be 
very difficult to induce the zamindnr to lend the money to the society instead of 
to·the individual tenants1 for, after all1 the interest matters little to the Z::J.mindar 
and the security offered by the societies will be roue~ we~ter t~an th~t by the 
individuals. But unfortunately most of the zamtndars tn th1s prov111ce ara 
absentees ar.d even in cases of societies financed with money supplied by them,l\·c 
must anticipate the probability of their local underlings ~~:tling t~;o great authority 
over the societies and undP.rmining the eo-operative pnnciples on which they are 
based. Even in the case of Government estates or estates managed by the Court 
of Wards we are- not free from this danger. In two societies opened in Govern. 
ment ~st;tes in Bak.arganj, the local tahsil staff obtained such control O\'er the 
management that they became simply Government money·lendi11g agencies 
"·here loans were given only at the pleasure of the Government officials. With 
regard to the Court of Wards, it is a question undecided )'et, whether the pro• 
visions of the Co:~rt of Wards Act will allow the. im-estment of the funds d the 
estate in co·operath·e credit societies. 

10. I have found that it is not e:uy to discover a mone)·ed philanthropist 
everywhere in the ,-ilia ges. There are 

(•l Tl>• pbitaol!:roplato. undoubtedly such persons, and in some 
cases lhtv have come {Orl\·ard and are financing to a f!Ood extent the rural co• 
coperative ·credit societies that they haye ~elped to fo~nd, bu~ the number of suc:l1 
men is ,·ery small and the means at the1r d1sposal are tnsulliucnt. 
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1 f 11 b ck on the hundreds and thousands of middle-class 

11. Last y, we can a . a pt:ople :Vh~ deposit their money in the Post 
(dJ Tho in..,t!ng publtc. Office Savmgs Bank or purchase Govern· 
· N These eo I~ require a safe investment and are satisfied 

m_ent Prodmlssory otes. If the P se~urity of the co-operative credit societies -is 
w•th mohratedret~rnsd by them and the example of these societies in European 
thorou,g { ul~ erds boo them the'y will come forward and place their savings in the 
countnes ... e 1eve Y • · d · t t h 

I · · h' h offer almo•t as good security as, an. greater Jn eres t an, rura soc1et1es w •c • B 1 h · · 
the Post Office Savings Bank or Government s~ock. ut. un ess t e societies 
can rove their security by actual work, these .rnves.tor~ Will not come fo;ward. 
The~ will require to see the society workmg Without loss and pay1ng up 
their dues punctually for years before they will have confidence enough to tru~t 
them with .their hard-earned savings. We have not yet been able to tap th1s 
source and it will be many years before we can hope to do so. 

1 ~ We have in this province no Central or District Banks. We have 
' seven Urban Societies, or Town Banks, of 

(•) Loao f,om olhcr ••·operntlro credit oocletiet •. which only one has as yet been able to 
advance money to rural CO·O,Per!ltive credit societ!es. The other six societies 
have" not sufficient funds at the1r d1sposal to meet the1r own demands and cannot 
help the rural societies. The rural societies themselves are all too poor to help 
others. Thus we cannot expect any assistance from this source. 

13, Thus it will be seen that the sources of capital for rural banks are all 
insufficient to provide adequate capital for 

Source ollnltial capilallmmtareiaL their useful working. The capital is badly 
required only in the beginning, and the extraneous assistance may safely be 
withdrawn when the members and the public become familiar with this system 
of banking. The important matter at present is to teach the people business 
habits and to familiarise them with the practice and methods of banking. They 
want money for this purpose, money'to experiment with. ·They have either no 
money of their own, or they have not confidence enough in the principles to lend 
their money for practice. Just as in model farms they want seeds, manure. 
and implements to try, so in these societies they want money· with which to 
practise banking, and in both cases, they require to be supplied with the means 
by external agencies. People require to be taught self-reliance in business, 
proper use of money, thrift and habits of punctuality in business matters, and 
the co-operative credit societies will teach them all these.. But co-operative 
credit societies require money to work, and we cannot premise that the people 
possess these attributeR, and will come forward with money to work these societies. 
If we take it for granted that the people are thrifty and know the use of their 
money and are willing to de,POSlt them in the co•operatiYe credit societies and 
then expect that these societies will work and teach them thrift and the 1.1se o£ 
money, we shall be arguing in an endless and profitless circle. It is necessary 
therefore to devise means to supply the societies with funds to work with, with 
money to experiment "·ith, with means to prove the principles of co-operative 
cre~it. It does ,not matter in the least where this. initial money comes from. 
It 1s only requ1red that the funds should be ava1lable. There is no danger of 
the principles of co·operation being lost sight of by the societies working in the 
beginn!ng with the. extran~ous. capital, For ~e cannot hope that by mere 
preaclung we can 1mpart mtelhgence and fores•ght, but an actual el!perience of 
a profitable and smoothly worked banking concern will excite self-interest and 
teach people ~heir ?Wn advantage in being thrifty. When they have worked a 
bank for some t1me w~th any funds and s.een for .themselves the safety of the 
venture and the. qu1c~ ret~rns,,they Will all desue the same profit for their own 
money and dcposat thCJr SaYings m the bank. The members of a bank will learn 
more. surely. and more conclusively the benefits of co-operation by watching the 
workmg of It than the,y can by any .amount of talk or literature. Then when 
t~ey have learnt the1r lesson.' the1r own self·interes.t will prompt them to save 
what money they can and use 1~ profitably and safely m the bank, and they will 
learn also the advantage of usmg the money on useful and productive purposes. 
An~ I am canfide~t that the fact ofthe money with which the bank was worked 
ha,·an; been pronded by some one else will not in any way interfere with tbe 
teachtng ol the lesson. 
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14. I submit that in this province the sa£, st course "ill he for Government 
Go•or•mentaid r.eoesoar1, aafe and • .,1•1, to come to the rescue. I c:umot think of 

. . any ~atisfactory solution c1 the difficulty 
e?'cept d!rect ~·d by Government. I have not tried the formation of any Organis.1• 
uon Soc1e~y hke th9se established in the L'nited Pro,·it.ccs, for I am 1cry 
doubtf.ul 1f they Will succeed. At any rate, it is usckss to horc for acti,·c co• 
ope.ratton of the educ~te? clas~es at the present juncture; anJ "ithout their 
ass1stance, .such soctet•es w1ll surely prove to be f.1ilurcs. ,\ rcl.1xation of the 
rules by wh1ch the advances by Government are limited to the amount dt·p,,sitcd 
~y. the members is all that is required. The amount of the adnnce ran be 
hm1ted to Rs. 2,ooo a~d the security offered by the sodeties may be subjected 
to very careful scrutmy. The Government advance is never tikclv to be J,, 5t 
'fo.r the number of societies in the beginning will be fe11' and their initia't orcratio~ 
~nil naturally be under scrupulous supen·ision and control. 1 he usual rate of 
mterest is 9i per cent. per annum, so we can expect that in little over 10 years 
the profits of the society will cover the amount of the advanct:, and the a<hancu 
can then be withdrawn and the society left to work with its own capital ; or if 
interest is charged at 4 per cent., the socitty's profits wilt equal the t·apital in 
about 18 years. But long before that deposits will pour in and immensdy 
increase the working capital• A rule may be made and insisted on that if in 
five or six years the sum of the deposits and the profits of the society does not 
equal the Government advance, latter will be withdrawn ar:d socit·ty disbanded. 
Any similar precautionary measure may be adopted, but in startin:: a society 
the funds should be provided by Government. There would be another ~:rrat 
advantage in Governu ent money being used in the first stages. T l1e members 
of the society will remember the conditions of the loan anJ the pro\·ision of 
summary realisation of dues, and will be very careful in the management of the 
funds. In fact, they will learn tl!e virtues we desire them to learn more rapidly 
and efficiently than by working with their own or the zamindar's money, When 
an estate is for some years managed by Court of \\'ards with the aid of the 
summary procedure for realisation of arrears of rent and then is made over to 
the management of the proprietors, I have heard the latter declare with grrat 
satisfaction that their tenants are much mc.re punctual in the payment of rent 
and respect the zamindar's rights and understand their own much better than the 
tenants of their neighbours. I expect a similar improvement of the intetligenre 
and habits of the members of a rural co·operat1ve credit aocicty financed with 
Government money. 

15. I submit that the fact of the rural society being financed by Government 
will not in any way interfere with the independence of the management. For I 
do not propose to impose any condition on the grants \lhich will at all fetter the 
discretion of the management in the employment of the mc.ney. Dut the very 
fact that the money belongs to Government will make the committee take every 
precaution that it is safely and usefully employed, and teach them to insist on 
regular and punctual repayments. 

16. The views which I submit now, after an experience of over six months 
as Registrar in this province, were expressed in 1902 by Mr. P. C. Lyon, I.C.S, 
who was then the special officer employed in connection "·ith the Initiation of 
Agricultural Banks in ~cngal, . I ve~tu.re to.e~close. an extract ,from his ob5~~~·a· 
tions on the Co·operallve Credtt Soctehes Btl! m w~1ch these \'Jews .are. forctbly 
and clearly represented. The Hon'ble MaharaJa of Uarbhanga m Ius srcech 
on the Budget this year in the India Council also advocated a relaxation o the 
stringency of the rules for. Govern~ent advances to. co-ol'e~atil·e credit 
societies, and an extract from hts speech as appended herewtth. 

17. There is another wav by which Government could finance th~ rural 

5 
. ." societies. This is by ~:rantinl-! loans under 

Taccnl Loanalor tbeae oco~t••• the Land Improvement Lo.{ns Act (Act 
XIX of 1883) and the Agriculturists' Loans Act (Act XII of ISS.J). These two 
Acts J:Tovide for the issue of £mall loans at a low rate of intrrest to tl1c a~ri• 
cultunsts for certain specified purposes, namely, impro\'cmcnt ?r land, relid of 
distress, purchase of ~eed, manure and cattle, and for other agncultural opera• 
tions. These Acts further provide for the grant of a lump sum to a numLer of 
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. · · and several liability in respect of the wh?le loan. 
persons who underta~e JOintd.t societies were not in existence at the time when 
Althoutih co·operauve ere t'l nt~l't to submit that there is nothing in these 
these laws were cnacttd, ~e bavneks from obtaining loans from Government under 
A 1 dcb;tr co-operatiVe I f th 

rts o . I . t e that our rural societies lend money a so or purpose~ o er 
these );t"S 1 !s ru. 1 Acts But it will be easy enough to stipulate 
than those be~tloded 11j t :~~:e Ac;s should be distributed only for the purp_o~fs 
that l.oand ~h~r~i~ aund' ~~enforce this condition rigidly by a penal condition 
mcnt.1

1
one t: ' f such loan is not 50 employed, the whole of the, loan should 

that 1 any por 1011 o 
ce become repayable to Government. 

at on . . • '11 f 
8 1 y mention here that a co-operative credit society WI orm an 

1~ • rna for the dimibu'rion of these loan~. The security offered hv one. 
exfcc ent ~gt~nscyl·s n•uch greater· than that by an individual peasant or by a 
O our SOCIC IC , · f h ' f ' t 

b
. · f a few peasants. 1 he members o t e committee o. a soc1e y, 

com mauon ° · d' 'd 1 'II h b tt th knowin the needs and the means of every 111 lVI ua VI ager muc e er ·. an 
an G~vernment distributing officer can expect to kno1v, are much more hkely 
t/ rant the loans equitably and safely and to enforce the proper and u_seful 

gl nt of .such loans. The recovery of the loans by Government will be 
cmp ~yl:nd easy and the chances of loss minimised. In fact, the cost of 
~rs~~ib:tion, supervision o1·er the spending and r~covery of the Governme~t 
money will be practically eliminated. Under these c1rcumsta~ces I beg to submit 
that the rate of interest charge~ by Goyernmen~ s~ould be reduced when the 
loans are given to co-operative cre.d!t Associ~ liOns .. A rate of 4 ?r 4l per 

t P r a
nnum will in my humble opm10n be quite equitable, the ordmary rate 

Ct'n • c f · I · d d d I f r this province being 6t per cent. I th1s proposa IS a opte ~n oans are 
;ranted to our rural societies under these , Acts at low rates o~ mterest,. the 
societies will be able to achieve a very crtditable amount of good 1n the agncu]. 
tural villages. 

Thl Z3nd August 1906. 

K. C. DE, 
Registrar, Co·rperative Crcdtl Societies, 

Eastern Bengal and Assam. 

ENCLOSURE A. 

No. 138, dated Calcutta, the 14th January 1902. 

from-P. C. LYON, Esq., Special Officer in connection with the initiation of 
A;;ricultural Banks in Bengal, 

To-The Secretary to the Board of Revenue, Lower Provinces, 

• • • • • • 
6. In the matter of the financial aid to be given by Government to these 

institutions, I think that a sharp distinction should be drawn between the 
assistance to be afforded during what mav be called the experimental stage and 
that whi~h should be offered as a permanent addition to the funds of the 
~ocieties. I am personally doubtful whether Government should hold out any 
hope that these societies when established elsewhere than in estates held by 
Government directly will be permanently aided from Government funds, Should 
the present sche.ne achieve any marked degree of success, it will develop so 
lar~;cly as to place it above the power of Government to aid "it materially, and 
it ~~ obvious that if funds cannot be raised for the work of these societies from 
private sources, the whole scheme must eventually fail. While, therefore, it 
rray be neces~ary for Government to be prepared to assist the credit associa· 
tions, whether established in towns or villages, in times of scarcity or distress, 
I doubt whether any ~eneral scheme for their assistance in ordinary times by 
financial aid i~ any form, IS req_uir.ed. These rem~rks ~o not, however, apply 
t? the linancm~ of such soc!et1es as ar7 established 111 estates held direct by 
Gol'crnmcnt, wh1ch should receive such assistance from Government on business 
twns, a~ they would have a right to expec;t from any enlighte:~ed la~downer • 

. 7· While I submit th~t th: above are the general p~nciples which should 
rcstnct the offer of financ1al a1d by Government to established societies, I woud 
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suggest that a wholly differ~nt policy m_ay well be followed during the experi­
mental stage of our operatiOns. I believe that the only means by which ,,c can 
hope to sp.read a knowledge of thP advantages of co·'lperative bankin::: and hain 
the ·.expe~1e~ce. necessary to. enable us to guide it, 1s to establi5h cxpcrim<"ntal 
cred1t soc1elles m rura~ t.racts mal_l parts of India, and to conduct them patiently 
under careful super~lSion. UntJ_I the people have much practical examples 
placed before them, h~tle good w1ll_ be ~one by the dissemination of tons of 
literature, a_nd we D?u~t tru_st to the1r sdf-mtcrc~t to fpur their intelli{:{'nce, rather 
than leave 1t to the1r mtell1genee to rouse the1r natural rom:nerc1al instincts 
Without such experiments nothing can be done, but with them I believe tha~ 
we have every chance of success. And as I am of opinion that we should brgin 
the work from -the bottom and not from the top, that we should spread the 
knowledge of the advanta~es of the proposed scheme among the agriculturists 
themselves, and not only m the towns, we cannot afford to wait for outside help 
before we begin to establish village credit societies. In many places we can 
obtain funds for the purpose from enlightened zamindars and others but when 
this cannot be secured, I think that the Government should not be backward 
in advancing the means to enable us to establish these educational institutions 
in every dis~ri~t. 'l;'he money thus adva.nced will not be lost, as these ex peri· 
menta\. SOCiel.les Will he, t;& nypothesr, carefully managed and surervised, and 
rules can be subsequently framed locally for its gradual recovery. '1\'auld urge, 
however, that the experiments should be given a fair and patient trial, that 
where they give promise of succe55 every consideration should be sh.:>wn to the 
borrowers, and no such hard· and-fast rule for recovery as that suggested in 
paragraph 9 of the Committee's report should, for the present, bP. adopted. I 
submit that in assisting experiments, we Me not in any way endan~:cring the 
success of the scheme as a whole. It may be acknowledged that, if, in the end, 
we fail to secure as capital for our societies, much of the money now hoardt·d 
in cash or jewellery, or wasted in unprofitable extravagances, we shall not 
succeed, but our first effort should be to prove that such capital when obtained 
will be profitably used, and it docs not much matter from what source we dcrh·e 
our means for the conduct of our experiments. The members of a village society, 
receiving the loans distributed by the managing committee, will not take much 
thought as to the source from 'which the money originall7 flowed, and the 
actual inner working of these experimental institutions should not be affected by 
the fact that they are utilising funds placed at their disposal by Government. 

ENCLOSURE D. 

IMPERIAL COUNCIL. 
DUDGET DEDATE. 

28/h A/arch 1906. 

THE HON'Bl.F; THE MAHARAJA OF DARDIIANGA'S SPEECH. 

Extract-
What I have to su~gest therefore i~ that Government ~~auld tackle the 

great question of agncultural finance m a much bolder spmt than they have 
hitherto done. In the Co·operative Credit Society's A~t an excellent measure 
was passed a couple of years ago, but I do not thm.k that Govemmc~t ~re 
backing it up as they ought to do. I am aware that a fa1r number of aoc1Ct1cs 
have been started in various Provinces, but altogether the money, turned over by 
them • so far as I can learn, amounts to only a few thousand rupees, and at the 
prese~t rate of progress I am afraid that the end '1\ill not be reached this side 
of the millenmum. Cultivators themselves have not the cafital required to 
develop their holdings and moneyed men are naturally chary o new ventures. 
But while as Mr. r.ioreland says, it might be difficult for Government itself to 
directly fi~ance the cultivators, ~n it _not do something to ~ncourage ~he monied 
men of the districts to venture a httle m the way of fi!"';nC1ng ~he v1l!agera.? .I 
dare say gentlemen could be found who would be '1\'lllmg to mk thc1r cap1tal1f 
they have so~e sort of Government guarantee behind them. With such help, 



~m 1 iil 0 cJl Lanb mi:~ht be ~armed n:hich n·ould .finance th~ surroun?ing villages, 
ur [" rhaps Gol'ernn;cnt Itself n11.~ht depo_srt someth~ng exper_IJ?entally , in 
~r:kcted nllagcs workmg under the Co·operatrl·e Act, wrthout wartmg for the 
r•'J•i·k to first of all put doll'n their monev, or .Government might deposit in th~ 
villJ_::c society one rupc~ for every rupee dcposrted by non-member.s. I . mertly 
throw out these suggestions for what they are worth. All I want IS to 1m press 
upon Government the absolute necessity of tackling fearlessly this great prob­
km, 11 hich is in reality the pivot on which all other problems turn. If the 
I llrpcri.:d Government would give a few lacs every year out of its surpluses to the 
loCJI Governments, to d~al with as ~hey may th.in_k ~est in developing a sound 
system of rural finance, 1t would be mdeed surpnsmg If great good to our Indian 
Empire did not result. 
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Papers on the Financing of Co-operative Credit Societies in India. 
DV 

W. R. GOURLAY, I.C.S. 

Note on the proposal to estahlisll a "Bcrigal Central B.111J:, LtJ.'' 

~· The efforts ma~e in Bengal to establish co· operative credit societies in 
the VIllages _haye met w1th success. The last report of the Registrar sho,,s that 
91 such soc1et1es have already been founded and the •'!"cat majority arc workin,. 
satisfact?rily. They ar~, ho.we\·er, at present labouring under great disadvant:~;:c~ 
The cap1tal of each. so~1ety IS very small and the area of its operations is rcst~ict• 
ed. Development 1~ hmdered by the difficulty which is experienced in investing 
any excess funds dunng the season when money is not required for a"riculture · 
while at other times the funds are not sufficient to meet the reason;,blc"' demand~ 
of the members. 

The village .sorieties are thu.s prev~nted from acce~tin~ .the deposits of 
members at the t1me when money IS plenllful because there IS no mvestmcnt in the 
village for the extra funds, and the members naturally turn to some more com·cnicut 
method of investing their savings; and when the society is again in want of 
funds, the deposits are not available. The rate of interest, too, which the socie· 
ties are able to pay on deposits is limited to the small rate which can be 
obtained in the nearest Post Office Savings Bank. 

The great demand for money comes between May and December and at 
present the societies are unable to cope with this demand. Consequently vii· 
lagers who would otherwise be admitted to the societies, as members, are turned 
away with the information that the society has not sufficient funds to meet its 
needs, and the confidence of the outside public is in some measure lost. At the 
same time members who have reasonable demands are forced back upon the 
money-lender and the security of the society is in some measure diminished. So 
far, too, the societies have, through want ol funds, been able to do little to free 
villagers from the debts of money· lenders contracted at exorbitant· rates. Such 
debts cannot be paid off in one or two years and, through want of funds, the 
societies have only been able to meet the annual requirements of the members. 

On the other hand, the experience gained has shown that the people arc 
alive to the benefits obtained from such societies and :tre able to appreciate the 
principles upon which they are founded, and to manage their affairs themselves. 

To make the co-operative credit movement a success, it is necessary that all 
reasonable demands should be met, and all savings employed. The time has 
come for the establishment of some central institution, in which all the societies 
will have an interest, and which will be in a position to meet their demands. 
·This institution must, however, be organised in such a manner as will protect the 
interests of the societies and enable them to obtain money, when they require it, 
at the cheap~s~ rate possible and afford the ~igh;st. rate poss!ble .o~ any excc~s. 
An ordinary )Oint stock company, whose mam atm IS to obtam d1v1dends for tts 
shareholders, would not meet tlle circumstances of the case. In the following 
papers a scheme is set forth which, it is believed, will succeed both in :~ttracting 
the necessary capital from outside and in preserving and developing the co·oper• 
ative credit societies in India. 

The" Bengal Ce11lral BanJ:, LIJ. " 

It is proposed to form a joint ~tock company wit~ limited .liabili~y. of which 
the majonty of the shareholders wtll be the co·operatl\'e crcd1t soctettes them• 
selves. The object of the Company i~ to carry on the business of ~anker and 
dealer in credit, with a view to balancmg excess and want of funds m the co• 
operative credit societies affiliated to it. The members of the Company will Lc 
( 1) the ten founders, (:z) the members of the Board of Directors :~nd the 
Committee of Management, and (3) co-operative c~edit societies with unlimit.ed 
liability, register~d u!'d~ Ac~ ~!'I 1904· As spec1al c:~ses, some co-opcratm: 
credit societies w1th l1m1ted hab1hty may be admitted. 
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The principles upon. which these co•operative credit societies in the village 
are worked arc the followmg :-

1. The liability of the members is joint and unlimited. 

2, The purpose for which loans are granted is approved by the members 
of the village socifty. 

3. The membership of a society is restricted to a small area, within 
which the members all know one another. 

4. There are no shares and conseguent.Jy no dividends :no individual gains 
from the profits of the society. • 

5· No remuneration is paid to any of the officers of the society, except to 
the keeper of the books. · 

6. All profits are paid into a Reserve Fund, which is the common pro. 
perty of all the members, but which is indivisible. 

These Societies are all registered by Government under Act X of 1904. 

The Share Capital of the Company will be small to begin with-one 
thousand shares of 100 Rs. each, and three thousand' debentures of one 
hundred rupees each, bearing interest at 6 per cent., of which it is proposed that 
the Government should guarantee four per cent. In a very short time it will 

. be possib_le !o greatly increas,e the capital of the bank and this will be done with 
the permiSSion of the Government, later on. 

The affairs of the Company will be managed by three bodies: the 
General Meeting, the Board of Directors and the Committee of Manage• 
ment. 

The General Meeting will consist of the shareholders- every share will 
carry one vote and the power to vote may be exercised by proxy. The 
Board of Directors will consist of eight members, including the president who, 
it is proposed, should be a high official in the Bank of Bengal. Four 
. Direc;tors will· be elected by· the shareholders and the other three may be 
appomted by the Government from the administration of the Bank of Bengal. 
The Committee of Management will consist of three persons appointed by 
the Directors and will ordinarily include the Calcutta and Mofussil Managers of 
the Dank. · 

The sources of the working capital of the bank will be:-

1. The paid up Share Capital. 

2. The money raised on Bonds or Debentures, 

3· Deposits received or loans raised for long terms. 

4· Commissions' charged and the n1argin of interest. 
Such funds will be employed as follows:-

1. For advances in current account to the societies which are share· 
holders. 

:1. For, di~co.unting bills and advancing money on security to the same· 
soc1et1es. 

3• For the acquisition of land and buildings for the use of the Central 
Bank, 

4· For the. purchase of Gove!nment paper or other recognised securities 
bearmg a fixed rate of mterest. 

5· For management expense~. 

The resulting profits will be dealt ~·ith as follows :-

1. Payment of 6 per cent. on the bonds or debentures, 
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2. Payment of twenty·fil'e per t r th · · r h cen • o e remammg prouts to t e 
Reserve Fund. 

3· Payment of four per cent. to the ordinary share holders. 

4· Repaymen~ of any sums previously advanced by the Government as 
a subs1dy. 

5· Payment of a further six per cent. to the ordin:uy share· 
holders. 

Any balance still remaining will be paid into the Reserve Fund. 

Every affiliated co-operative credit society will be required to make a 
return to the . Central Bank of the total value of the immoveable property 
possessed by 1ts members: this statement will be revised each year by the 
Mofussil Manager or Assistant Manager of the Dank and the amount of 
credit which the Bank grants to such society will not' exceed 15 per cent. 
of. the value of the total prope~ty. In special cases, with the approval of the 
D1r~ctors of the ~ompany t.h1s may be increased to :o per cent. Each 
soc1ety, however, Will be required to take up one share in the Company for 
every s,ooo rupees of credit claimed. The Dank will thus deal with the 
affiliated village societies for the most part by means of current accounts ami 
a statement of account will be furnished to each village societr at the end 
of the year. The margin of interest will at first be high. It IS proposed to 
charge 9i per cent. on loans and pay 6t on deposits, and to charge in 
addition i per cent. commission on the balance in the books of the 
Bank at the end of the year, whether it be on the debit side or the credit 
side. 

At present the cost of sending money from one part of India to another • 
through the Post Office, is very costly and it is therefore pro~osed that 
the Government should grant the concession that all monies will be car· 
ried to and from the village societies at the cost of one anna per hundred 
rupees. 

The whole of the work of the " Bengal Central Bank" will be connected 
with agriculture and as there are three to four months in every year when 
the demand for money for agricultural purposes, in India, is much less than 
it is during the remaining eight months, it is necessary to provide in soma 
measure for the insufficiency of the resources of the Dank at ono time and 
the plethora of funds at another. It is proposed, therefore, that tho Govern• 
ment should grant facilities to the Company for dealing with· the Dank of 
Bengal and that the Central Bank should be granted a credit to the extent 
of one-eighth of its issued share and debenture capital with the Dank of 
Bengal at current rates: and a further discounting credit of similat amount 
against which the Companr will deposit with the Bank 'of Hengal the accept• 
ances of the village soc1eties. In this manner the Dengal Central Dank 
will be enabled, when its resources are insufficient, to discount the :.c• 
ceptances of the village societies with the Bank of Dengal and, later, when 
the money comes in from agriculture, to uplift these acceptances at current 
rates. 

Proposed Concessitm. 

I. 

The ten persons named hereafter are authorised to form an agricultural 
Credit Company, Limited, on the following basis:-

•• The Company shall have a capital of Rs. 4,00,000, part of t~·hich 
shall be in shares and part in obligations. This c.1pital 
shall not be increased except with the consent of the Gov• 
emment. 
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The Company shall be managed l:.y a Board of Direct~rs to consi:t 
2

' of the Secretary and Treasurer of the Bank of Ben.,al as pres1· 
dent and seven members to be elected .b~ the. Company, three of 
whom may be members of the admm1strat10n of the Bank of 
Bengal. 

3• Its duration shall be unlimited. 

4
. Its sole object shall be to advance money to Co·operative. C.redit 

Societies registered under Act X o~ . 190~, up to a hm1t of, 
20 per cent. of the value of the JOI?t Immoveable pr.op~~ty 
possessed by the members of any So.c1ety, where the hab1hty 
1s unlimited and up to half the pa1d up share . value ":here 
the liability is limited, and to carry o? a· bankmg busmess 
particularly with the object .to balancmg th; temporary d;· 
ficiency of money in one soc1ety and superflu1ty of money m 
another. 

5· The rate of interest charged shall n.ot exceed .1 o per cent. per annum, 
and in all cases any conventional max1mum fixed by the law. 

6. The net profits shall be estimated as in other . banking ~usinesses. 
From the said net profits there shall be pa1d (a) th.e mterest on 
the obligations: (b) twenty· five per cent. of the remamder to the 
reserve fund: (the monies paid into the reserve fund shal.l be in· 
vested subject to the approval of the Government: the mterest 
accruing on these investments shall be added to the reserve fund) : 
(c) out of the balance of the profits there shall be paid in the first 
place the interest on the shares which in no case shall exceed 
1 o per cent. and the balance will be credited to the reserve fund, 

II. 
If at any time during the first twenty-five years of the Company's existence 

the profits made during any one business year shall not constitute a sum sufli· 
cient to cover all the expenses of the year and to leave a net gain representing 
4 per cent. on the obligations issued the additional sum necessary for the pur­
poses above-mentioned shall be taken from the reserve fund and in case of said 
fund being insufficient the Government shall pay to the Company the balance 
of the sum required for the said purposes in the nature of a subsidy and not 
later than the 15th March in each year: provided no dividend exceeding 4 per 
cent. is paid to the ordinary shareholders of the Company while there is a 
balance of subsidy still due to the Government. 

Ill. 

Government further agrees -

1. To register the Society under section 29 of Act X of 1904. 

2. To grant the use of all treasuries and sub~treasuries 'for the safe cus­
tody of the monies of the Company, provided that the Company 
pays any additional cost laid upon the Government thereby. 

3· To grant facilities for transmitting money between the Central Bank 
and the affiliated Societi~s through the Post Office-the rate not 
to exceed one-sixteenth per cent. 

4· To grant facilities to specified officers of the Company to examine re· 
cords of the Government with a view to ascertaining the value of 
the property possessed by the members of any co-operative credit 
society and to take copies thereof without charge. 

S· To allow the Company without further reference to officers ~f the 
Governme~t to lend money to all registered societies at a rate 
not exceedmg to per cent. per annum, and where the Company 
has already advanced money to a society not to grant similar 
facilities to any others without refetence to the Company. 



6; Where ~ society financed by the Company exists in a villl;:e to 
requue the local Governm.:nt officers to consult the Company's 
local officer before granting takavi or other Government loa.ns in 
that village. 

• 
7· To permit all co-operative credit societies without funhcr relcren~e 

to the officers of the Government to deposit their rcsen·e funds 
with the Company •. 

8. To grant the C~mpany a credit with the Bank of Benga.l amounting 
to i of the ·~sued share and deb.:nture capital of the Company at 
current bankmg rates. 

9· To grant a further discount credit at current rates a~ainst which the 
Company will deposit with the Bank of Bengal the acceptances 
of the co-operative credit societies in the hands of the Cernpany. 

IV. 
The Corrpany agrees not to bold land except for business premises and 

where land shall have been acquired temporarily as the result of sale or {ore• 
closure to get rid of said land within five years, 

Proposed preliminary Act of Assoe1'ation. 

The undersigned ten persons, 'Dil. :-,,, ....................... , ............... , .... . 
•.•.....•........•..........................•...........•......•.••.•.....•...........•.. , ..•......... 
••• ••• ••• ••• ••• ••• ••• •••••• ••• ••• ••• ••• ••• ••• ••• ••• ••• ••• ••• ••• ••• ••• ••• ••• ••• ••• ••• ••• • • • ••• ••• • II ••• 

pt I Ill I II Ill IIIII I Ill Ill Ill I IIIII 111111 Ill Ill Ill Ill Ill Ill Ill Ill 111111 Ill Ill Ill Itt Ill ttl Ill I II Ill Ill Ill 

• 
-·I I I til Ill Ill Ill Ill Ill Ill Ill Ill Ill Ill Ill Ill Ill Ill Ill Ill Ill Ill Ill Ill Ill Itt Itt Ill Ill I II Ill Ill Ill Itt Ill 

.....••..•......•.•...• ~ •.....•............•.•............•.••••..•••••..•••••••.•••...••.•............ 
·unite together to found a Society which ~ball be known as the " Deo;::al Central 

. Bank, Ltd.,'''the object of which is to make advances to co-operative credit 
· societies and to act as a central bank for such societies and to carry on the 

business of banker and dealer in credit more especially \\ith a view to bal.lncing 
excess and want of funds in the societies affiliated to it. 

The Society will have a capital of 4,oo,ooo Rs. divided into 1 1ooo shares 
of 100 Rs. each and 3,oo,ooo Rs. in bonds of 100 Rs. each bea.r111g inter~t 
at the rate of 6 per cent. per annum. 
· The Bank shall be' directed by the following statutes agreed to by the 
undersigned. 

The undersigned un~ertake to follow the authority required by law and to 
take all the necessary steps which, the special character of the institution they 
propose to found requires. · 

The 1,000 shares have been subscribed for as follows:-

•• ••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 
:a:. • •••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 
3· •••.••..•...............•..•.•.•••.•...•.......................•.•........• 
4- •••••••••••• ••••••••• •••••••••••••••••••••••••••••••••••••••••••.•••••.•••• 

S· ••• •••••••.. ··••·•••• ...•.•••••••••• ·-···••••••········· •.•.•••••...••• •·• 
6. . .. ··•••••·••····· ...•.•... •·••·•···••• ...••••...••...•.•.••.............•• 
7· ........................................................................... . 
8. ·••··• .................................................................... . 
9· •.•••••••........••.•......•.•...•.•...•••............ ······•··•·•··· ..... . 

JO, ••• ••• •••••• •••••• ••••••••••••••• •••••••••••• ••• ••••••••••••••• ••••••••• ••• 

The remainder of the shares will be taken up by the village societie5. 
loan will be made to a society which is not a shareholder, and loans "·ill 
exceed ten times the share value held. 

No 
not 

The first Board of Directors \\·ill be .................................................. . 
••• ••• ••• ••• ••• ••• ••• ••• ••• ••• ••• • •• ••• ••• ••• ••• ••• ••• ••• ••• ••• ••• ••• ••• ••• ••• ••• ••• •••••• ••• • •• ••• ••• 
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Proposed statutes of the , Bengal Central Ballk, Limited."-

·A Co-operative Credit Society with limited Liability, registered under 

Act X of 1904. 

I. 

Name-Head 0/fice-Time of Duration-Object. 

1, The Society formed under the terms of the orders of the t.overnment 
of India dated ............... and the present st~~utes shall be known as ~he Be:g~l 
Central Bank. It is governed by the prov1s10ns of the Co·operat1ve Cr .d1t 
Societies Act (X of 1904). 

2 • The Head Office of the Dank is at ~alcu.tta, but the Boa~d of Directors 
can open agencies in any part of India as 1t thmks necessary m the interests 
of the Bank. 

3· The duration of the Bank is unlimited. 

4· The Bengal Central Bank has for its sole object the dev~lopmel!t of 
co·operative c~etl.it soci~ties in Ind.ia, and the .carrying on of ~ bankmg busmess 
with such soc1et1es particularly with the ob!ect of balancmg the temporary 
deficiency of money in one society and superflmty in another. 

II. 

Funds-Shares and Bonds. 

1. The Bank shall have a capital of Rs. 4,oo,ooo, of which Rs. 1 ,oo,ooo is 
divided into 1 ,ooo shares of 100 Rs. each and Rs. 3,oo,ooo into 3,ooo Deben· 
tures of 100 Rs. each bearing interest at 6 per cent. per annum. .' 

2. ihe raising of the capital of the Bank is within the power of the General 
Meeting of the shareholders, with the approval of the Government of India. 

3· The amount of the bonds is payable at the He~d Office at Calcutta 
or anywhere which may be determined by the Board of Directors and on the 
terms fixed by them. · 

4· The shares and bonds will be made out in the name of a definite person 
and will bear the signature of two members of the Board of Directors. To the 
bonds will be attached interest coupons and renewal coupons. 

S· Unless a dividend is collected within five years of the date it falls due 
every claim arising out of share. coupons is void. Forfeited dividends will be 
earned over to the Reserve Fund. · 

6, Only the following can be ordinary shareholders:­
(a) T be ten Founders. 

(b) Members oi the Board of Directors and Committee of Management. 

(c) Co·op~rative credit societies registered under Act X of 1904, as 
soc1eties with unlimited liability, which agree to be bound by the 
bye-laws drawn up ~y the" Be~gal Cen~ral Bank" for the !"anage• 

· ment of such SOCieties, and wh1ch submtt to an annual aud1t by the 
officers of the Central Bank. 

(d) Co·operative credit societies registered under Act X of 1904, with 
\i'!lited liability with the special permission of the Board of 
D1rectors. • 

7. The names, residences and occupations of the shareholders will be 
entered, tof:elher with the numbers of their shares, in the Share Register of 
the Company. 

8. Tr:msfe~ of ordinary shares. can only be granted with the permission of 
the Doa~d of D1~ectors, and then simply by endorsement to ·persons and societies 
of the kmd menlloned above. The transfer will be noted in the Share Register. 



29 

.9· Shareholder~ are only liable for the face \'alue ol each share. The 
holdmg of a share !s. an acknowledgment of ar:rcemcnt with the statutes of the 
Bank and of the dec1s1ons of the Committee of Management. 

~o. No share or bond c.an be divided. The Bank only rccoJ::nises one 
propnetor (the name appeanng on the share or bond Re"ister) for one sh.ue or 
for one bond. · "' 

11. On eac;h sh.are at t~e time of signing 10 p~r rent. must be paid in 
re~urn for the. mtenm rece1ft .. Further payments will be fixed by the Board of 
f?1rectors. F1.fty per cent. o the payment due on bonds must be paid at the 
ume of allocat1on, and the balance as called for by the Directors. 

12. Shareholders and bondholders who do not fulfil the fort'""C'in"' conditions 
at the proper time are liable to pay 6 per cent. on such deferred pay~ents from 
the date when the payment. falls due. If the payment due remams unpaid for 
more than o.ne month, the Directors can declare the share or bond forfeited, 
together With all pa.yment~ alre~dy m~de thereon. In the place of a for!,·itcd 
share or bond a substitute w11l be tssued 1n favo~r of the Dank or its nominee. 

Ill. 
Orgllnisation and A!anagemenl. 

I, The Society is managed by a Board of Directors compo~ed of the 
Secretary and Treasurer of the Bank of Bengal as Prrsident and of scn:n 
members of whom three may be chosen from the administration o( the Dank 
of Bengal. 

2, The Presi!lent must see that the orders of the Board of Directors are 
duly executed, and be ha~ charge of the management of all the a!Tairs of the 
society, subject to the orders of the Board of Directors, 

,3. Four Directors must be nominated by the ordinary shareholders. These 
four Directors should be chosen so as to secure as wide a knowledge as pl)ssiblc 
of the circumstances of the whole area \\'ith which the operations ol the Dank 
are concerr.ed. • . 

- 4· Each member of the Board of Directors must be proprietor of at least 
fifty shares of the society, and each member of the Committee of Management, 
25 shares, deposited with the Bank. These shares cannot be removed or 
alienated during his term of office. 

5· ·The duty of a member of the Doard of Directors is personal and cannot 
be delegated. 

6. The Board shall meet as often as it deems suitable. The Do:trd Meet• 
ings shall be called by the President, or by one who filis the office of President. 
Three members personally present shall form a quorum. All questions arising at 
a Board Meeting shall be decided by a majority of votes. In case of equality, 
the President shall have a casting vote. 

7· The writ of the members of the Doard of Directors is for five years. 
Two members o( the Board shall retire each year. They are, however, eligible 
for re-election. The first Board of Directors, however, is named in the prdi· 
minary Act of Association, and will remain in ofi!ce fo~ fiveJ·ears •. The~eahcr 
two members ";ll retire annually. The order of ret~ral \nll be ctcrrnmcd, m the 
first place, by lot. Thereafter by _seniority. 

8. An Auditor will be appointed annually by the Annual General Meeting. 

9· The Board of Directors will appoint .a Committee ol Management, 
consistin~ ol three members, to carry on the ordmary W?rk of the Dank. Nor.e 
of the D1rectors shall be eligible to serve on the Comm1ttec of Managemt:nt. 

IV. 
General A/eeting. 

1. The shareholders will exercise in the General Meetin~ the ri~hts "-~ich 
they possess in the affairs of. the Company. All sha!ehol~crs . arc enlltltd 
to take part in the General Meetmg and e\·ery share cames wllh It one vote. 
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The ~ocieties concerned shall .exercise their power to vote through the presi· 
d · t d according to the1r own rules. Members may vote personally 

0~n: ap;;~n.e Every proxy shall be in writing in the ~sua! form and in favour 
of /m~mb~r. All the rights of a sharehohldc;r dappertam to ta memthber repre· 
senting a society and he is further aut onse to represen any o er soctety 
by proxy. Other persons who are ·not shareholders may not appear as re· 
presentatives. . . 

:z. The ordinary General Meeting sha)l ~lect the members of. the B?ard 
f Directors excepting the president. It w!llliear the reports of the Committee 

~f Management and of the auditors. It will exa~ine and approve t.he accounts 
or call for corrections. It will approve or dt:creasc; but may n?t m~rease the 
amount of the dividends recommendtd by the' Committee. It Will dtscuss all 
the interests of the society within the limits of the statutes. 

3, An. extraordinary General Meeting on the pr~posal of the Board of 
Directors can modify or add to the present statutes wtth the approval of the 
Government of India :it can especially decide the increase or reduction of the 
capital both shares and b~nd~ :~the anticip~tecl dissolution : the modification ol 
the object and the denommat10n of the soc:tet y. 

4· The ordinary General Meetings will take; place in the ll!onth of Mar~h 
in each year at Calcutta on a date fixed by tne Board of Otrectors. . Extra· 
ordinary General .Meetings will take place at the Head Office of. the Bank at any 
time the Board deems it necessary to call them. 

5· The calling of a General Meeting will be made by a notice in the 
" Calcutta Gazette " and by a notice to each shareholder posted at least 14 
days prior to the date of meetmg. 1he certificate of posting will be regardc;:d 
a sufficient proof of the receipt of· the notice by the shareholder. When an 
extraordinary meeting is called the notice will indicate briefly the object of 
the meeting. The quorum at an ordinary General Meeting shall be one· 
h fth of the share capital then issued present either in person or by proxy. At 
an extraordinary General Me'eting the quorum shall be one·fourth. If a 
quorum be not present at an ordinary meeting no business·shall be transacted 
except the approval of the accounts and declaration of a dividend. If within 
a quarter of an hour a quorum is not present a second extraordinary meeting 
must be called at an interval of not less than 15 days. 

6. The resolutions of the General Meetings are decided by an absolute 
majority of votes, and are binding on all shareholders whether present or 
absent. · 

7· The minutes of the General .Meetings shall be · arranged m order 
and shall be inscribed in a special register signed by the president. 

v. 
A1111ual Slnlemeni-Balance Sheet-Dividends-Reserve Fund. 

1. The working year begins on the 1st January and ends on 31st 
December. 

:1. At the end of each year :i. general statement of assets and liabilities 
shall be prepared. This statement, the Balance Sheet and the Profit and 
Los~ Account will be placed at the disposal of the Government of India, the 
audators and the shareholders at the Head Office ten days before the date fixed 
lor the General Meeting. 

3• The net profits of the society will be divided in the following order :- · 
(a) The interest on the bonds. 

(6) Twenty·five per cent. of the remainder to the reserve fund. 

(c) Four per cent. interest on paid·up capital to the ordinary share­
holders. 
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(d) The repayment of any sum ad\·anccd to the society by Go\·emment 
as a subsidy. 

(e) An addition~! payment riot excccdinf: six per cent. on the paiJ up 
share cap1tal to the ordinary shareholders. 

(f) Any balance still remaining will be paiJ to the reserve fund. 

Should the profits in any ,one year be insufficient to pay 4 per cent. on 
the b.o~ds, t.he reser.ve fund w1ll be used for this purpose and any deficit still 
remammg Will be pa1d by the 'Government, 

VI. 

Dissolutiot~-Ligllidalion-Dispulcs • 

. 1. In case of anticipated dissolution of the society an extraordinary 
General Meeting on the proposal of the Directors shall arran~e the mode of 
liquidation, name the liquidators and name their powers. The assets after 
deducting all debts and charges will be employed in the following order :-

. (a) To liquidate the paid up capital on the shares. 
(b) The balance will be divided amongst the shareholders. 

The reserve fund will be similarly divided amongst the shareholders. 

2, The nomination of liquidators puts an end to the powers of the Directors, 
The General Meeting retains its powers and will approve the Balance Sheet 
after liquidation. · 

3· Any disputes or questions touching on the general and collective 
interests of the society can only be directed against the administrative board or 
one of its members in the name of the shareholders and in view of a resolution 
of a General Meeting. Any shareholder wishing to make a protest must advise 
the Board of Directors at least a month before the next General Meeting at 
which the proposition is to be put to the vote. 

VII • 
. 
Tile operations of the So&iety. 

1. The object of the Society is to meet a public need and not .Purely to 
make profits for the shareholders. For this reason the dividends are hmited to 
10 per cent. on the share capital. Through the p~yrnent of dividends and a 
poss1ble division of the Reserve. ~und of the Soc1cty, o~ly those who ~re 
shareholders will profit and the maJOnty of the shareholders Will be co·operat1ve 
credit societies with unlimited liability, which are prevented by the1r rules 
from dividing their profits amongst their members, 

2, The working capital of the Society will consist of :­

(a) The paid up share capital, 
(b) The money raised on bonds or debentures. 
(c) Deposits received or loans raised for long terms. 
(d) Commissions charged and the margin of interest. 

The working capital u;n be employed in the following manm:r :-
(a) For advances in current account to the societies which a.re share• 

holders. 
(b) For discounting bills and advancing money on security to the societies 

which are shareholders. 
Each co•operative credit society will be required to Llke up at 

least one share for every s,ooo Rs. of credit ~ranted. The 
credit-value of tl:e S.:~cicty will be determined by a return 
made by the officers of the vilbge Society to the Dank and 
checked by the Dank's officers. 



32 

(c) For purchasing immoveable property for the offices of the Central 
Bank. . • 

(d) For the purchase of Government paper or other recognised securities 
bearing a fixed rate of interest. . . . 

(e) For the expenses of management. 
(I) For the building up of a Reserve Fund. 

(g) For the payment of a dividend to tha shareholders which shall not 
exceed the rate at which the Bank lends to societies, 
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No.7· 

Mem01'antlum on Village Gra,-11 Storts in the .IIJSOrl Slate. 

I have always ~n?erstood that the main object of Act X of 190~ of the 
Government. of ~nd1a 1.s to develop an organization which is to serve as a ready 
reso.rt t~ the agn~ultun~ts for procuring the credit that they need for the bette'r 
cultiVation of t~e1r holdmgs and for the better utilization to their 01\'n profit of the 
products of theiJ' labour. ~ord Curzon in his farewell speech at the Dycull& 
Club !lPPa;,ently had als<? th1s feature of t~e enactment before his mind's eye "·hen 
h~ ~a1d,- It IS the fnd1an poor, ~he lnd1a~ peasant, the patient, humble, silent 
m1lhons, the So per cent. who s~bsist by agnculture, who know very little of politics 
but w~o profit or suffer by the1r results, and whom men's eyes, even the eyes 
of their own countrymen, too olten forget-to whom I refer. He has been in the 
back ~round of every. polic,y for whic.h I h,aye been responsible, of every surplus 
of which I have ass1sted m the d1sposit1on. We see him not in the splen· 
dour and opulence nor even in the squalor of great cities. He reads no news· 
papers, for ~s a rule he cannot read at all ; he has no politics. But he is the 
bone and smew of the country; by the sweat of his brow the soil is tilled • from 
his labour comes one· fourth of the national income; he should be the fir;t and 
final object of every Viceroy"· The first interest of Government as the ultimate 
~andlor~ in India, m~y be said therefore to b~ cente;ed in devel~ping a system 
of bankmg 'Yhereby the rural folk may rea;d1ly obtam. the accommodation they 
~eed for agncultural and other purposes w1thout havmg to pay exorbitant rates 
of interest and with a clear understanding of the trausac.tions whenever they 
take fresh loans or discharge old ones. 

2. The question then is, how are we to proceed in setting up an organization 
which will be useful to the rural inhabitants of India, whether we are to atart 
from the village as a unit and elaborate a scheme which would ultimately reach 
Taluk and District centres, or whether we are to work our way from the last h;o 
centres and reach the villages. I have found that people at Taluk and District 
centres are not unwilling t\) have co-operative institutions in their midst, but 
their ideas, at any rate in the beginning, do not travel beyond their own imme• 
diate profits, and they feel it difficult to conceive that there can be any identity 
of interests between themselves and the rural people. Even 11·hcre such identity 
is perceived, there is more or less reluctance to include as members peopl11 be· 
longing to the smaller agricultural classes of villa~es. For the yresent purpose, 
it is unnecessary to inquire into the causes of th1s reluctance; think it is en• 
ough to recognise the existence of such feeling and till time and better knowledge 
are able to work a cure, to adopt other ways of helping the village folk. 

:J. Fortunately, the villagers themselves are not without resources. In 
raiyatwari tracts such as may be said to universally exist in Madras, Bombay, 
Berar and Central India, almost every person in a village owns in his own name 
some extent of land or has some interest in land.. Even where there is a co­
sharing body ho!ding the la!'dlord right over t~e whole villag~ as in Punjab and 
the United Provmces, 1 beheve-1 speak subJeCt to correction-that many of 
the co-sharers themselves cultivate the land and do not differ in status from the 
raiyatwari holders as among themselves. Whatever may be the case, there is 
always security for the loan advanced to the raiyat and the Sowkars • or profe~· 
sional money·lenders have not been slow to benefit by such secunty. The1r 
capital· however, being inadequate to meet all the wants of the villagers, and as 
they a:e not able to kee.P it in constant circulation, ready accommod.ltion, even 
when sufficient security 1s forthcoming, is not possible, and among others the 
present unsatisfactory cultivation of the village lands is to a great extent due to 
this want of funds on the part of the villagers in the cultivation •.cason. The 
primary object should therefore be to supplement the Sowkar's capital wherever 
available w1th other funds also. 

4- In seeking the sources for such funds, I have found that in Mysore the 
most efficacious source is the village land·holder him.self, '!ho is at present an 
isolated unit but '1\·ho can be to a large extent constituted m the course of some 
years his ow~ banker. To the raiyat, it is alwars an insuperable obstacle to be 
asked to furnish capital in cash, if he wishes to Join an agricultural bank or a 
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. observation of village life, I have found that he 
co·opcrative soc•cty. Fro!ll my antit of grain especially if the dt:mand is 
will readily consent to furnish ad qu mbi:ation of villagers in this direction will, it 
made in the harvest season, an co . 
is likely, have far-reaching effects on village economy, . 

h d f th td • barabaluti system (or the V11lage Twelve), a). 
5· The 5 a es 

0 
rd edo as a mere name, still linger in the village. 'I: he 

though at(~res~n~ regKa:nam) and the Patel (Lambardar or Manigar) do not 
Shanbog a~ an.r rs for their remuneration in the shape of a share of the 
no": lohok to 1 de VI agelly The Toti (~atchman) and the Talari (beadle) still 
gram arvcste annua · · h h f ,_. · bl existence on the old system Wit some s ow o uemg a e to 
eke£ out ah f!lea_grhet for a share of the grain. There are others however who have 
en orce t c1r r1g . d h f 
not lost their existence in the ~1llage ~utonomy an to · w om year a ter year 

ain contributions are voluntanly contmued. These are t~e barber, the pot· 
gr k r the carpenter blacksmith the washerman, and m same places the 
r:n~h~nga Brahmin o~ astrologer.' These receive annually a ?xed share. of the 
grain, generally from one to ten seers p~r Khandag_a. of the YI~Id of gram p~r 
house. A grain contributio~ t~erefor~ 1s n.ot fore1gn to the mmds ~f the V1.l• 
lagers. and 1 think, an assoc1at1on of v1llagers pledged to pay a _quantity of gra1!1 
annually as the~r capital has far better chances of success than if the share:capt• 
tal is to come m any other shape. . 

6. To begin with, I think it desirable to select in each taluk two or three. 
villages having each a population of about a thousan~ or more, an~ preferably 
villages where the exisung elementary schools have gtven a smattenng of edu­
cation to the inhabitants. Whatever the shortcomings of these schools or their 
masters may be at present, my .c~ntact w!th villag_e life especially dur.ing the 
past six months when I have VISited the vtllages with an eye to a spectal pur· 
pose, bas show~ me tha.t educ~tion how~ver elementa~y and howev.e: defective, 
has .still some influence 10 openmg the mmds of the villagers to new tdeas. · For: 
instance some time ago, I visited two villages Bommasandra and Mayasandra 
both in :he Anekal Taluk of the Bangalore District. While in the latter place," 
where there is a school I found the inhabitants evincing intelligent interest 10 the 
scheme I explained to them, in the former I felt that my words fell on ·minds. 
which were as impervious to them, as the stones of the mantap in which we were·· 
gathered.' •. . . 

i· Having selected a fe\v villages of the right sort, the next business is to as.' 
certam who the present money or grain lenders are. If they happen to be, accord·· 
ing to local ideas, comparatively large capitalists, it is best to discuss the scheme 
with them and bring home its advantage to them. My experience of these people is 
that they are shrewd enough to perceive the advantages of a co-operative scheme, 
but that they oppose it if they are not taken into confidence and consulted. It· 
may also be necessary to allow some share to them in the management when an 
association is started. It may be remarked, however, that there are several· 
villages where there are no Sowkars constituting the customary money-lenders 
of the place, and wh~re the villagers manage to obtain accommodations ·from· 
any person who has trust in them. There is therefore wide scope for choice, and· 
I have no fear of the scheme. collapsing from any opposition on the part of the· 
existing money· lenders, as their intluence is not all-pervading. . ·. 

S. In the vill~ges selec~ed fo~ operation, t~e next busin~ss is to get together 
as l3:rge a gathermg of the mhab1tants as poss1ble and address them with some 
rrey10us knowledge of the economic. life. of the village derived from the villa~e 
reg•st.ers ~nd from books .of the ~eg1s~rat1on Depart men~. A proposal for a gram 
contnbut•on to'_l'ards ca_p1tal-wh1ch, I! should be eJ_Cplamed, will belong to each 
m_ember accordmg to h1~ s~are and whtch could be withdrawn when he disconnects 
hn~se!f from the assoctatlon.-generally receives a ready response from the 
ma1onty of the assef!!bled ra1yats, although there will be prolonged discussion 
and exchange of wh1spers as re~ards the exact quantity that each is to contri· 
bute _per. I<.~a~daga or P~lla {1oo. see~s) of grain. In assessing the grain 
contnbuuon 1t IS best to avo1d assessmg e1ther on the rupee basis of Kanda yam 
!Government rent) or on the. bas~s of the number of ploughs maintained. In 
both these cases, the contnbut1on becomes fixed in quantity, but the raiyat,: 

i . 
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I find, pref~rs an e~astic ~as\s, 1 basis varyinr: acccrdint: to the qu.lntity of gr:1in 
grown by htm. ~h•s. varyt~g contribution will also be in kecpin~ with tl-:c ui$tin .• 
customary contnbuttons giVen to the carpenter and others men.tiontd above. "' 

9· Having ascerta!ned the n.am.es of those willing to join the ,·ilbge socirtv, 
-the !e-.yer the better m the b~gmmng, provided the number is not below the 
legal.lu;ut of ten,-the nex.t obJect should be to appoint a panchavat grncrally 
cons!stmg o~ from five to mne members, so as to include as many of the intclli"cnt 
and mAuenttal men of the place as possible. In the villages of Mysore, 1 i7avc 
f?und that pe~ple of .several ca:st.es come forward freely to co·oprratc in institu· 
t10ns where no q uesllons perta~mng to caste arise. The nomination of a panclu· 
yat should, however, be done m the presence of the assembled members, ~o that 
t~e names may commend themselves to them. The gathering may then be 
dtssolved. 

lc;>. The panchayat may t~en .proceed to c~11ect the subscribed ,:;rain·capital and 
store t~em 1~ a selected gram·p•t or other suttable receptacle which can be caqily 
found m a vtllage. They may also frame a few rules of mana"emcnt which after 
being pl~ced before the ge.neral body ·of members, should r1c~ive the sanct'ion of 

. the R.egtstrar. O~ce or tl~tce a week, whenever there are any applications for loans 
of gram, the q~an.ttty requtred may be lent out according to the rules of the society. 
Whenever gram IS to be put into the store or taken out of it it sho~ld be so clone 

· in the presence of at least two members of the panchayat. A month or hm before 
the. next harvest, when the prices .are generally hii;h, half the quantity of the total 
gram collected for the ,whole year or any other quantity which may be fixed with 
clue regard to the keepmg of the grain, etc., may be fold for cash, provided tho 
harvest is assured. Money capital will also thus become more and more available 
for loans to members, for payment of assessment, for needs of cultiv.,tion, or for 
family rurposes. These operations may be repeated year aftrr )'C~r, and the 
store o grain may go on increasing till the quantity kept in stock is fairly sufficient 
for the maintenance of the members and their families for, say, half the )'ear. 
This store will be a provision constantly kept up against the failure or clefietency 
of any harvest. In other words, while serving as a reserve to raise moner capital 
when necessary, the store will also serve as an insuranc~ against seasona. unccr• 
tainties. 

11. The accounts to be maintained are a Day•book (I<hiracli), a ledger 
(Khate) and a file·book of documents which, under the concession granted as to 
stamp duty, will all be on plain paper .• In the be~inning of every month a return 
should be compiled showing the quantity of grain m store, or amount of money 
in hand, the quantities or amounts lent m the previous month, and the names of 
the individuals to whom they were lent. The return may be prepared in duplicate, 
one copy being filed in the Taluk cutcherry and another copy sent to the Registrar. 
The Amildar (Tahsildar or Mamlatdar) may in his tours in the taluk satisfy 
himself by occasional inspections of the correctness of the entries in the account 
books. Under section 21 of the Co·operative Act, each society is entitled to a 
free audit of the accounts once a year at the hands of the Registrar. The same 
section also gives power to the Deputy Commissioner or Collt~tor or any prrson 
authorized by him in this behalf, tO inspect at anr time the books, aCC•1UOts, 
papers etc. of a society. To help the panchayat 10 fixing tho amount of loan 
to be grant~d to a member, extracts from the Village Khate (Ledger) may usc• 
fully be maintaine~ for reference, and the encumbrances on the lands. as kn?wn 
from the Regist~a~10n ~e~artment. boo~s may also be noted from tim~ to llf!le• 
The book contammg thts mformauon wtll serve as a s.ort .of castelletto ·~ fixmg 
the credit of a member. Other books to be matntatncd are a re~;tster of 
members and a minute·book. 

12. The cost of maintenance will, ur.less the number of members very 
largely increases and the trans~ction~ become nu~erous, n.ot be much. The 
account forms being on the basts of vtllage forms wtll be easaly undersuJOcl and a 
literate ~erson may be employed to write up these accounts for a small annual rt:• 
muneratlon or honorarium calculated on the profits of the business. The mr:mLcrs 
of the panchayat need be given no remuneration, at any ra:e in the beginning, a~ 
the worlt to be done is of a simple nature and will occupy but a very sma:J p.:art 
of their time. No large establishment for guarding the store is ncc~ssary also, 
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as on account of the confined air in the grain pits when covered, these pits have 
to be ke t open for a number of hours before a person can enter them and take 
out an pgrain. The members may be asked t? keep an eye on the s~ore by 
turns ~nd the village watchman may be g1ven a sma!l . remu~erat10.n for. 

uarding it specially. In fact, each member of the ass?c1at10n he1?g. h1mself 
fnterested in the store, and considering that on account of 1ts narrow hnuts e~·ery 
small event becomes known in a village, it will be rare, that any unauthonzed 
rneddling with the store will occur. 

13. Each village store may generally begin as an independent one; but as 
the. number of such stores increases, they will require t~ be federated to a c~ntral 
a5sociation at the Taluk Head Quarters on some such lmes as those of the V1llage 
Union and the Taluk Boards, While the grain-store may remain in the village, 
the cash realised may be transferred to the custody of the association at the 
Talult lleaJ Quarters, to be dealt with according to the rules which may be 
framed when the need arises. Ultimately other central organizations federating 
the taluk associations may also b~ needed. From wha! I have s~en of village life, 
I believe that a scheme of the kmd 1 have sketched rs more hkely to commend 
itself to the villagers than a more ambitious one from the top radiating to the 
villages, although attempts in this direction should also be vigorously made. The 
merit of a village store is its publicity and its simplicity. It is quite within the com· 
prehension of any ordinary villager and every transaction will be the talk of the 
place pos!ibly even before it may actually take place. The store will be 
under the immediate eye of every member or other person who· may happen 
to pass by it, and accustomed as the villagers are to preserve grain in pits 
or other receptacles, a store of the kind I have mentioned, will appear to be 
the safest form in which it can be maintained, as much on account of the 
f'ase with which it can be kept up, as on account of the confidence which it 
is sure to create in the minds of the villagers that the st<>re is not a fraud but that 
it is started solely for their benefit. 

· 14. The annual general meeting may be held on the Hindu New Year's day 
(Ugadi), or some other day of rejoicing. In course of time, the v~llage associa· 
!ions may, if properly developed, furnish funds for the primary education of 
1ts membersand others, look to the general sanitation of the village, and in other 
ways be helpful to the fulfilment of the communal needs. However these are only 
dreams now, and I think, we may for the present limit ourselves to the work of 
starting villag~ stores on the lines indicated by me in a f~w selected places to 
serve as expenments, and on the str~ngth of the experience thereby gained, guide 
our future ways. The motto of !esiJna lente should be the motto of every village 
store to be started experimentally, for the chief recommendation of the motto, it 
is apparent, is the cautious wisdom of its ad vice. 

1.5· Tw~ stores of the kind described by me have been lately started in 
two v11lages m the Mysore State, one at a place called Kotta in the Sira Taluk 
and the ?ther ~~a village called Mayasandra in the Anekal Taluk. I append the 
rul.es wh1~h gutde these stores at. present. These rules, I may 11.dd, explain a few 
pomts wh1ch could pot find ment10n in the body of the above Memorandum. 

BANGAt.ORE i 1 M. SHAMA RAO, 

Stf(tlrf6tr 1906, 5 Registrar, Co·operative Sm'eties in Mjsore. 
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Rules of the Grain·Ballk eslahlisheJ at Kclf,1 in th1 Sira Talul. 

NAME. 

, · .. This Bank shall be known as the Kotta Grain·Il:Lnk. It will be s<tuatcd in 
the Kotta village of the Sirsa Taluk. 

OBJECTS. 

~. The objects ?f the Bank shall be to ~ollcct gra~n a~d money capital, lend 
~o the mem~ers and m other ~ays help them m the culuvat1on of their lands or 
m the pursu1t of other materially useful occupations to be anprovcd by the 
general body of members from time to time. ' 

MEMBERSHiP, 

. . 3· Those' ~hat wish to becom.e members of this Bank ~hould either be owners 
·~f lands belongmg to the Kotta v1llage or have some material interest in them • 

. + Persons desiring to become members should apply in writin.!! to the 
·Pres1dent of the Panch~yat of th: Bank: The Panc~ay~t shall, after &uch inquiry 
as may be necessary, e1ther adm1t or reJect the apphcat1on by a majority of votes. 

· '5· Every person whose application for admission i3 rejected may appeal 
against the decision of the Panchayat to the general body of members at a meet• 
ing assembled • 

. . 6. Persons whose _applications lor m_embership are accepted should sign 
the1r names or affix the1r marks to a Reg1ster of Members, such signature or 
mark..being .attested.by a member. The. Register shall contain the name, father's 
name, address and occupation of each member, 

7· Every person whose application for membership has been accepted shall 
pay an entrance donation of four annas. 

· 8. The liability of a past member for the debts of the Bank as they existed 
at the time when he ceases to be a member shall continue for a period of one year1 
Irom the date of. ceasing to be a memher. Similarly, the estate of a dcceasca 
member shall be liable for a period· of one year from the time of his decease. 

· · . 9·. A me~ber can res!gn his membership at :mY ti.me. ,In &uch a cas.e, he 
will. have the nght to .rece1ve. befor.e the ne~t S1varatn fest1val th: quant117 of 
gram or money standmg at h1s cred1t, deductmg, however, any quanuty of gram or 
sum of money due to the Bank. . 

10, In case of the death of a member, his legal heir m:ty, _with the consent 
o( the Panchayat, become a member. In case he does not wash to become a 

· member or if he is not admitted as a member by the Panchayat, he has a right 
to recei~e before .the next Sivaratri all grain and money, standing at the credit 
of the deceased mmu1 whatever is due to the Bank. 

11 , Nothing contained in Rules 10. and II sh~ll be ~e~mcd to. prevo:n~ the 
Panchayat from ·making payment earher than S1v~ratn, .1f su!licJ.cnt gram or 
money 1s on hand and payment can be made wllhout mconvemence to the 
geperal interests of the Bank. · · 

CAPITAL. 

12
, Every member is required to contribute annual!,., before the Sivaratri! 

to the capital of the Bank not less than one lcolaga (10 seers) of Paddy or Ra1:1 
for each Kandy of :zoo seers harvested by him. 

13. The Panchayat, with the previ~us sanction of. the gen~ral. body of 
members, at a meeting assembled, may'r":1se a loan of gram or money e1th.er from 
members or from outsiders for any authonsed purpose at such rates of mtcrcst 
as may be fixed by the Panchayat. 

14, The Panchayat may also receive deposits of ~_in or money from 
members and others, to such extent and at such .rates ~f mterest as may be 
authorised by the general body of members from t1mc to ume. 



LOANS. 

1
• The maximum amount of credit to be allowed to a member shall from 

timet~· time be prescribed by the general body. 
t6. Within this limit, every member shall. b~ entitled, a;cording to prio~ity 

of application, the resources of the Bank per~mttmg, to obtam loan at any time 
under such conditions as the Panchayat may 1m pose. 

17, If a member repays within six months of taking a grain:loan, the rate of 
interest shall be six ballas per kandy per annum. If the penod . of payment 
exceeds six months the rate will be two kolagas per kandy per annum. The 
whole of the Joan whenever taken, is repayable before the next Sivaratri. In 
case of money lo~n, the rate of interest shall be two pies per rupee per month. 

1s. Applicants for loans must not be in default in respect of any previolls 
loans. 

19. No loans shall be given before a duly executed instrument is obtained 
from the member, with or without sureties, as may be settled by the Panchayat. 

20. Absolute punctuality of repayment shall be enforced on pain of such 
penalty as may from time to time be pres.cribed by the general body of members. 

21. Loans found irrecoverable shall be written off by charging them to the 
Reserve Fund. 

GENERAL MEETING. 

22. Either on the Hindu New Year's day (Ugadi) or on some other cay 
which may be convenient before the 15th Sudha of Chaitra, a General Meeting 
of the Members will be held, at which the Panchayat shall present a report of 
the transactions of tbe previous year. . 

RESERVE FUND. 

23. Of the net profits, i.e., profits remaining after working expenses are 
deducted, not less than one·fourth as may be determined at the Ahnual General 
Meeting, shall be carried to the Reserve Fund. Out of the remainder, dividends 
may be distributed among the members in such manner as the Panchayat, under 
the direction of the general body of members, may settle from time to time. 

24. No portion of the Reserve' Fund shall be utilized for any purpose 
without the sanction of the Registrar, 

25. The year of the Bank shall be the Hindu Samvatsara commencing on 
the 1st of Chaitra Suddha. 

THE PANCHAYAT, 

.26. The Panchayat shall consist of five members, one of whom will be the 
Prestdent, to be elected ann~a)ly at the general meeting. Casual vacancies 
s~all be filled up by the remammg members of the Panchayat till the next elec· 
tlon of the Panchayat. 

27. The Panchayat shall be vested with the management of the affairs of 
the Dank. 

28. Extraordinar~ General Meetings may be called whenever the Panchayat 
needs, or when there IS a requisition in writing signed by any ten or more 
hembers ol the B~nk •• ,Whenever a Generall\feeting is proposed to be called 
I e purpose lor wh1ch 1t IS called shall be specified. ' 

~9. Notices of General Meetings shall be given to all members at least 
seven days belore the dates of holdmg such meetings. 

30. The quorum for a meeting of the Panchayat shall be three. 

shal i'· All. questions befor~ a General Meeting or a meeting of the Pancha at 
shal\ h;:ee~~~~~t~!g ~;:::~onty of votes, and when votes are equal, the Presid~nt 

. 32
.• Th~ Panchayat shall arrange to preserve the grain received either in a 

tram·plt or m such other manner as may be settled by them. 
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· 33· Whenever grain is to be put into the store or taken out ol it, it shall b c 
so done in the presence ol at least two members ol the Panchayat. 

34· The Panchayat may also arrange to sell any surplus grain rcm:~inin~; in 
the store alter making loans, when prices are high. They may also arrange to 
purchase out of the money so realized any quantity of grain considered ncccs• 
sary, at the next harvest when prices are cheap. 

35· No member of the Panchavat shall vote on any application for a loan 
in which he himself is int'!rested as 'borrower or surety. The cash lunds ol the 
Bank shall remain in the custody of the President and when they exceed a sum 
of Rs. 10 shaH be deposited either in the Post Offic.e or Go\"crnmcnt S:l\·in~s 
Bank. 

ACCOUNTS AND REGISTERS.· 

36. Besides the Register of Member~, the following account and othrr 
books shall be maintained by the Bank :-

1. The Day Book or Khirdi. 

'· The Khate or Ledger. 

3· The Stock Book. 

4· The Minute Book embodying the proceedings ol the general body of 
members and of the Panchayat. . 

37- In matters not expressly provided for hy these rules and in disputed cases 
the orders of the Re~istrar shall be obtained, 
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N °' S. of the Sub·Commzltce formed fO co11sUe~ tire r11les a11d by-laws framed in 
Rtporl the vanous Provmces. 

The Sub-Committee considers it practica)IY. i~possible t~.lay dow!"! any 
1

' b 1 . h' h could be applied to all soctetles m the vanous Provmces, 
rulds or Y~:~~~e;cl~c to discuss on what points rules or by·laws are necessary, 
=~d, ~h~~: the Act offers the choice, to give an opinion as to what should be 
dealt with by rules and what by by-laws. . 

:2. The Sub-Committee considers that there. ~hould be as few rules as 
ossible that rules should be framed only when t~ts ts n~cess~ry u_nder t~e. A~t, 

p d 'th' fc ence to those matters in regard to whtch umform1ty m soctet_ICS m 
an w1 re r . . · · h f I 
~eneral, or in any particular class of soctettes, ts ett er a oregone cone us1on or 
IS d~sirable. 

3. Rules are prescribed by law in the following cases :-

Section 6 (3). Registration of a society's address. 

Section 12. Limit on capital held by a member; 
• 

Section 16 (first part). Transfer of interest on death of a member. 

Section 22. Mode of proof of entries in societies' books. 

Section 24 (3). Rules of procedure in regard to the powers .of a 
liquidator. 

Section 24 (4). Rules as to appeal against the order of a ·lil\uidator. 

Rules should in our opinion be made at once in three cases, viz., sections 6 
(3), 16 (first part) and 22. The Sub-Committee is of opinion 
that in the other cases the framing of rules might well be post· 
poned, being not only unnecessary but inadvisable at the present 
time. 

4· Under the Act the following matters may be regulated either by rules 
or by by-laws:-

Section 4 Proviso. Payment to be made or interest to be acquired as 
a condition of exercising the right of membership. 

Section 7· Liability to be limited or unlimited. 

Section 8 (1). Proviso. The disposal of profits. 

Section 9· Restriction on borrowing. 
Section 14 (:z). Restrictions on transfer of share or interest. 

Section 16 (:znd part). Procedure to be followed in ascertaining the value 
of a deceased member's share or interest. 

The Sub-Committee is unanimously of opinion that all these matters 
should be regulated by by-laws. 

S· Turning to section 27 (:2) rules appear to be imperative in the following 
cases :-

27 (2) {.t), Forms and procedure in applying for registration. 

{b) (1st part): Cc;mditions to be complied with by per5ons applying 
for regtstrat10n. 

(J) (2nd part). Nomination of a person to receive the interest of a 
deceased member. 

(k) Matters in respect of which by-laws must be made, procedure and 
sanction in making, altering or abrogating by-laws. ' 

(I) (last portion). Periodical publico.tion of a balance sheet. 

(m) Pro~ision for the person by whom and the form in which copies of 
entries in books of societies may be certified. 

(11). Provision for register of members and shares. 
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(p) Referring disputes to the Registrar or to arbitration and the prO' 
cedure to be followed in proceedings bdore the Registr.ll' or 
arbitrators and the enforcement o[ their decisions. 

(q) Procedure in applying for financial assistance from Government. 

(r) Right of appeal from the orders of Registrar and the proced11re m 
such appeals. 

The Sub-Com ittee is of opinion that rules in these cases should be made 
at once. The Sub-Committee is further of opinion that the matters referred 
to in the other clauses of. 27 (2) are best regulated by by-laws and that the 
societies should be empowered under 27 (2) (.i) to deal with them, 

6. Mr. De proposed that rules on the model of those framed by Sir 
F. Nicholson should be made under section 27 (1) to enable the Registrar to 
impose penalties fof certain nel?lects, wilful omissions or falsification ol returns 
or accounts on the part of societies or their officers. Mr. De considers that 
the conditions in Eastern Bengal and Assam make some rules of this kind ! necessary. The other members while admitting that action on these lines in 

t'ited Province .. Eastern Bengal and Assam may be necessary, consider that in the' Provinces 
r~~j Proyioces. which these members represent, such action is both unnecessary and impolitic. 

J. P. Tllm.IPSON. 

L. E. P. GASKEN, 

K. C. DE. 

J. HOPE SIMPSON. 



No.9· 
Noles on /he United Provi1zus rulet as to summary recovery under Seclt'on 27 

(2) CP) of tlze Act. 

1, The constitution of a co-operative cr7dit soc~ety_ has been . devised in 
such a manner as to prevent as far as poss1ble the hkehhood of senous default 
in a ment by its members of their loan.s as they fall ~1,1e. As a matte~ of 
e~&e!ience it may be stated that repayll)ents, eJScep.t 1n · ca,s~s of crop fa1lure. 
or other adverse circumstances, are wonderfully. r_egular. Pr.ovl~t?n has however. 
to be.made for the possibility of sue~ ~ail~re tn.th~ ca~e qfmdlVI.dual.recus_an~s, 
as it is clearly impossible that, with a ~~p1dly msre~Sll!g: ~umb~~ of, SO~I~tteS 
a.n~ members~ th~ t.otal e~d~si,o~ 'of ~n~~-~-'r,a~/e~ ~~n.~~ ex~e.ct~~: . 

2. The provis~o~s of Sectio~ 2_7 (2) (p) of the Act differ"materiall~ from the 
corresponding prov1s1ons of the 811l, The reasons.for the ch,anges. mad~ by t~~. 
select committee in this clause were not referred. to by the ·member I!'J charge m 
moving that the Bill be passed and it is consequently 'impossib)e to, vent~re . m_ore,' 
than a surmise· as· to those· reasons. I. had, however, t~e·lienefit o! an m~ery1e':" 
with Mr. Greeven c.s.,· who was,· 1. believe; I employed m connect1on w1th; the 

' . d h h "d' " h" h h select committee, and was by him mforme t at t e 1sputes to w 1c t e 
clause refers include,·an'd il_ltentionally inclu~e, failure to pay a, demand when 
it falls due, and that the Local Government ts empowered by SectiOn 27 to make 
special rules for' recovery. Whether his opinion that the Local Government 
legally has the power to order recovery as an arrear of land revenue, of amounts 
decreed by the Registrar,· is a correct opinion or not, is a matter for the trained 
lawyer. . ' . ' 

3· In his letter No, 830-30·3, dated 29th May 1906, to the address of the 
Revenue Secretary of the Government of the Punjab, the Secretary to the 
Government of India in the Revenue Department quotes from Sir Denzil 
lbbetson's speech when introducing the Bill and from Lord Curzon's speech at 
the passing of the Act, and shows that the rules are inconsistent with the in ten· 
tion of the Government of India. He then explains that " ............ these 
decisions and awards shall be conclusive as between the parties and that appli· 
cation for enforcement may be made to any court having the requisite jurisdiction, 
but [the Act] does not in the opinion of the Government of India go beyond 
this and maiCe it possible for societies to have recourse to any process for enforce• 
ment other than the processes provided by the ordirary Civil Procedure. 

· "It follows that before they can be enforced, the aid of a court must be 
invoked ...... """'' but the position will not.be the same as if thedispute had not 
been determined under the Act, since the amount found due will not apparently 
be open to further question in court." 

4· .With due respect to the drafters of the Bill I submit that the pr~visions 
of S.ectlon 27 (2) {p) are not capable of the above restricted application. That 
seclio!" empowe;s the Local Government to make rules providing that the trial 
of a d1spute, wh1ch, but for the rule would be a matter for the Civil Court 
shall be removed from the jurisdiction of that court. It also provide~ 
that the. Local ~?vernment may make rules for the enforcement of such 
extraordmary dec1s1ons. It seems to me that it would be necessary to strain 
!he lam::uage .of clause {p) very considerably in order to extract from it the mean• 
1~g. set forth m the above quotations, Had the intention of the clause been to 
h.m1t enforcement to the action of the Civil Court, nothing could have been 
sampler than to state t~at fact. Whatever the intention of the legislature may 
have been, the power gwen to Local Governments under clause (p) of Section 
27 (2) appears practically unlimited. 

5· It was adn:ai~tedly the !ntention that the trial of such disputes should be 
remove~ from Civl.l Court Jurisdiction. It is interesting to consider what the 
effect _'\'Ill be, assummg that the rules are amended so as to render the Registrars' 
~~ ~lbPtrators' finding an "award" as understood in sections 52~ and 526 of the 
• lVI rocedure .Code. Presumably the Civil Court will proceed to pass a decree 
an accordance \nth the terms of the award. The aggrieved party will then have 
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a,n qpportunity of bringing the matter before_ an appell.lte court, and the cxtcu· 
liOn of the decree must. be p~stponed llll that court has decided the appral. 
The Pa.nchayat of th~ Soc1ety w•ll perforce employ a representative in the court 
of fi~st 1_nstance, and m the appellat«: court. The appeal having been dismissed, 
a~phcat~on must be ma~e for execution of decree, arid then the real difficulty 
Will qe~m, ~n ~he da1ly _papers I read recently an article on the administration 
of .C1v1l Justice m the PunJab. and gathered that His Honour the lieutenant• 
V.oven;tof ha_d animadv;rted on. the fa~t that of amounts decreed, 2_. per rent. 
only h.ad bfen recovered m execuuon durmg the year. l am not in a position 
to venfy the truth of the statement made in the l'1011ttr but it is a notorious fact 
that, difficult though it may be to obtain a decree, the difficulty is small com par• 
ed with that of obtaining the amount of the decree in execution. 

6. We are then face to face with three very serious difficulties. First the 
expense of obtaining and executing a decree in the Civil Court-second, the 
trouble to which the Pattchayat must of necessity be put in attendinro the 
Civil Court,-and, third, the direct incentive to the naturally recusant to attempt 
escape from his lawful dues. As to the first, none of the smaller societies could 
afford- to employ a pleader. The only source from which their out·of·~ocket 
expenses can be dra~n is the reserve fund. In a society with a cap1tal of 
Rs. sao that fund may increase at the rate of Rs. 12 to Rs. 15 a year. One 
civil suit, even a suit of the minor type adumbrated in the letter quoted in para• 
graph :lo would at once wipe out that reserve fund, and liti:;ation is in any c:1se 
not a legitimate charge on the fund. With regard to the second, nothing could 
more surely extinguish infant enthusiasm for co-operation than the necessity 
to attend the court in order to recover the sums JustlY. due. No one, whom I 
know, would agree to serve on a Panchayat if the possib1lit y were fairly set be· 
fore him. As to the third diff.culty, the a'J:;riculturist of these PrCivinrcs is a nry 
decent specimen of his class, but htigation IS tempting as a holiday pastime, and 
'\\hen there is a prospect of successful evasion, the temptation to refuse parment 
of just dues is strong. It is a temptation to which it is unfair to expose the mdivi• 
dual. The money-lender meets that temytation in ways which arc not open to 
the society. He charges high rates of interest on current account and in his bond 
enters still higher, so that a decree may mean to the debtor the payment of 
twice what he would have paid had he not been recusant. In cur soc1eties the 
interest charged allows nu margin for luxuries such as Civil Court litigation, 
and the pronote represents the actual state of afFairs as between sJcicty and 
member. The membrr has nothing to lose and may have everything to gain 
by a resort to the courts. 

7· In the case of these Provinces there is a still more serious difficulty. 
Some 6oo societies were registered before the nceipt of the Government of 
India's letter referred to above. Their capital may amount to about 4 lakhs o( 
rupees. That capital was subscribed on the assurance that recourse to the Ci,·il 
Court would under no circumstances be possible, and I have no doubt whatever but 
that the subscribers were in the large majority of instar.ces induced to make their 
subscription owing to the security which they realized was ensure!.! by the rules. 
How is it possible now to go back upon promises then made on the authority o( 
the local Government? Whatever may be decided with regard to the futurt', a 
breach of faith such as would result from amending the rules under "hich thore 
societies applied for registration, can surely not be seriously urgtd or in.!cc:d scri• 
ously complicated. I can imagine nothing short of con lis cation of th~ funrls 
of the societies, which would be likely to do more harm to the nascer.t tnterest 
in and enthusiasm for the movement. 

8. Brlween October 1905 when the rules 'l'l·ere [lassed and the pres~nt time 
1 have had only two reports asking for enquiry into and dcci~iGn of disputCJ. 
These were both from an outlying Dank in the Rae Dareli district. In Loth I 
called upon the parties to nominate arbitr;ttors. Dir~ctly the ~efaultr.rs ~rccivcd 
the notice, they made arrangements to sattsfy the cla1ms, one hur.sdf paymg up, 
while the sureties paid up for .the second. T~.e mc"!bers ~,·ere then c~pdl~d by 
the society. This happened tn May la~L \\ uh th1s sohtary uccp:tJn 1t has 
never been necessary to take any actiOn. In two other cases I ha,·c heard that 
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tl.~ tl.rc.~t of a report under tile rules has resulted in instant payment, From 
tl.::.,;: facts it seems oLviuus that the existence of the rules prevents any necessity 
fer tLcir ct,lurccmcnt. 

CAW' DUDAUN ; 1 
7/.c ::nd Seflnnbcr 1 :;o6, 5 

]. HOPE Sll\1PSO~, 
Registrar, 

Co-operative Credzt Soczeties, 
Unzted Provinces. 
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No. 10. 

NOTE, 

I am against the proposal to recover the dues of credit soc1Clles through 
!he ag~ncy of the revenue. staff. It appears to me that, if a member ddaults 
m paymg.money due ~y h1m but does not dispute the claim, it will be str:~.ining 
t,he wordmg c;>f sectiOn 27(2)(p) to call it nevcrthelesss a dispute for the 
purpose of takmg the matter out of the jurisdiction of the Ci,·il Court and gctt. 
mg the money collected through executive action. 

2. But indepen.dently of the legal question, I am against the proposal for 
several reasons. F1rstly, no case has been made out for acconlin.-. exceptional 
treatment to our Soci~ties in this matter. We are all agrccJ that ~ur members 
are, on the !hole, satisfactory a,nd p~nctual and that they give no trouble. That 
should, I thmk, be a reason for leavmg them· alone. I deprecate the pro,·ision 
of a special remedy of doubtful legality to meet a diffi.:ulty which has not arisen. 

3· Se~ondly, as pointed out in the Dengal annual report, the proposal, if 
allowed, will encourage carelessness. I have had numerous instances myself con• 
firming this view. In the case of almost every society I start, one of the lint 
things I am asked by the organisers is, what is to be done if a member .Idaults, 
and when I say that they must go to the Civil Court, the invariable reply is 
that, in that case, they must be very careful in taking in members and issuing 
loans. In the case of one rural society, where there was a complaint by some 
people who appeared to me to be well·to·do that they could not gd admission, 
the managing body told me, when asked, that they could not take the men in, 
as, though .well·to-do, they h.1d a reputation for being litigious, but that if I 
could promise to get the monies they_ (the complainants) mit;ht borrow, collectr.d 
through the Tahsildar, they (the managing body) had no objection to take them 
in. · 

4· Thirdly, we are all agreed that, at present, there is no friction-\1 orth 
mentioning-between credit societies and other lending organisations or indiviou· 
als. If, however, the dues of credit societies begin to be collected through the 
Governrr.ent executive agency, other lending institutions may feel a sense of in· 
jury and may combine and begin to oppose the movement. We shall probably 
be creating an opposition which does not now exist. 

5· Fourthly, I do not think that the administration of Civil Justice is so in· 
efficacious and dilatory that a special procedure must be provided for the protcc· 
tion of credit societies. I am speaking of course •solely of Matlras. If the 
administration of Civil Justice is defective anywhere, the proper course is, I 
submit, to mend it in the interests of all people including credit societies, not to 
provide a short•cut to one class of lenders, 

6. And even to the societies themselves, will it do any good;,, the lotlC run 
to famili~rise them U"ith ~he idea that, when they ~ct into.trouble,.lJ,~ Rrgistr!lr 

·will step'm acd collect the1r dues for them? A st1mulus hke that \nll, I admll, 
enable us to start a large number of societies, but I fear· that it \\ill e\·cntually 
poison the whole movement, and it n·ill certainly not conduce to the fostering 
of that self-help which it is the object of the Act to encourage. 

7· The co-operative movement-to be really succcssful-m!lst be non·offic.ial. 
Notwithstanding all our efforts to the contrary, the mo\·emcnt IS, I fear, g<:tllng 
officialised. Wl•at with Government superrision, free audit, provision for disso• 
lution by executive action, exemption from stamp duties '!nd ~cgistratio~ fees, 
exemption from income tax, and Government loans-carrymg cather no mtacst 
or interest at far below market rates-it is sometimes found difficult to bring 
home to managing bodies and to members of societies that the banks arc theirs, 
not ours, and that if they shipwreck, the loss will fall on them ~n.d not on G?v­
emment. If we add to the farours already conferred, the pm·,l·:;:c <Jf gcttm;: 
the monies due by defaulters collected throuf:~ t~c agcn~y of th~ rc\·cnuc ~Jc_p_a!t· 

· ment, I fear that th~ task of making our societieS realise thc•r rcspom1Lalitacs 
will become a very dafficult one. 

8. 1 believe that the idea in starting the first batch of socicti~s is to 
start institutions which are to sen·e as models for people to copy. If tlus be so, 
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it is obviously necessary that the types held out for imitation sho~\d be 
genuinely co-operative and self-reliant. How can institutions which are largely 
subsidised by Government and whose dues Government officers undertake to 
collect be people's banks? 

9· ~s already stated by me elsewhere, we h~ve had in M~dras till now one 
civil su1t. It was filed by a rural bank agamst a defaultmg member for, I 
believe, Rs. so. A decree was obtained without any trouble and application 
had been made for execution when I was last in the village. We have now over 
35 societies in Madras, of which not less than 25 are rural cash societies. Most 
of the villages where the rural societies are working are far away· from the 
1\Iunsiff's Courts, but it has not been suggested by a single society that it should 
be exempted from having to go to the Civil Court to collect the monies due to 
it. Nor has there been a single case in which my help was asked in the matter 
of collection. 

SIMLA; } 

The :J81h September 1906. 

P. RAJA GOP ALA. CHARRIAR, 

Registrar, Co:operati've Credit Societies, Madras. 
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No, 3i9S, dated Dombay Cast!~, the 19th April 1906. 

From-R. P. rlARROW, Esq I l.C.S., Secretary to the Government or Dombly, 
Reyenue Department, 

To-The Sec~etary to the Goveroment or lodia, Departm•nt or Rcvrnue anJ 
Agmulture . 

. I am directed to ~raw attent!on to the inconvenience which may occasional· 
ly anse from the wordmg ?f SectJCn 3 (1) ~a) of A.ct X of 1904 which requires 
that th~ members of a v1llag_e Co-operative ~OC1cty should be residents of the 
same VIllage, or group of v1llages. A case m pomt has lately arisen. The 
honorary organizer in the Khandesh District being desirous of forming a 
soCiety in the village of Velda proposed to become one of the members of the 
Society, and to contribute the greater part ol the capital required, but found that 
he was ineligible for membership since, although owning landed property in the 
village, he did not reside in it. 

2. In this particular instance Government exercised their powers under Sec· 
tion 29 (1) of the Act, and issued special orders enabling persons ownin;: landed 
property in the village and occasionally visiting the village in connectiOn with 
the management of their property to become members of the Society. The 
difficulty could not have been got over by the exercise of the discretion vested 
iq the Registrar by the Act ; for however wide his discretion may be, it clearly 
could not authorise him to declare a person who did not reside m the village to 
be a resident in.it. · 

3· It would be possible to deal with other cases presenting the same diffi· 
culty by special action under Section :19 ( 1) of the Act, but it is unreasonable 
that a land-owner should be hindered by law from helping to start and m:~intain 
a Co-operative Society in what may be his native village, merely because he 
happens to reside usually in another village; the assistance of men who have 
means and the will to assist is, indeed, much wanted in the formation of village 
Societies. I am, accordil'lgly, to suggest for the consideration of the Go\'ernment 
of India the modification of the wording of Section 3 (1) (a) at the earliest 
opportunity by the insertion of the words •• or holding immoveable property " 
between the words "residing" and " in ". 

No. 7121 dated Simla, the 11th May 1906, 

From-L. ROBERTSON, Esq., I.C.S., Under Secretary to the Government o( 
India, Department or Revenue aod Agriculture, 

To-The Secretary to the Govemmento( Dombay, Reveoue Department, 

I am directed to acknowledge the receipt of yourlcttcr No. 3 798, dated the 
19th ultimo· in which it is suggested that Section 3 (1) of the Co-operative Credit 
Societies A~t, 1904 (X of 1904) s.hould be so amended as to allow the admi~s)on 
into a society of a person p~ssessm.g lan~ed propcr~y b~t not actually res1dmg 
in the village, o; group of v1llages, m wh1ch the soc1ety IS formed. 

:1. In reply I am to say that the matter will be taken into consideration by 
the Government of India when the Act comes under amendment. 

• 
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N~. 7554• dated Bombay Castle, the 8th August xgo6, 

From-R. p, BARROW, Esq., I.C.S., Secretary to the Government of Bombay, 
Revenue Department, 

S t t the Government of India, Department of Revenue and To-The cere ary o 
Agriculture. 

d. t d t ubm1't for the consideration of the Government of India, 
I am 1rcc e o s • · c d' s · t' N 

0 
of a letter from the Registrar, Co-operative re 1t ocJe.Jes, o. 457, 

a c ~y rd Ma Jgo6, regarding the proposed amendment of section JO (1) of 
~~~c Co~~ era tile Credit Societies Act (X o.f 1904) so as to empower an urb.an 

· p 1 d oney to another urban society w1th the consent of the Regis· 
socJctyl to tn m':g Section 10 (l) of the Act the principle of permitting rural 
tra\· . n t rabo~row from •ocieties which have obtained from the Registrar 
socJe!Ie~ 0

t lend, to othe~s has been admitted, and the Governor in Council 
PermiSSIOn o . • ld · b d d 
15 unable to see any reason why the same prmc1ple sh?u not e e~ten e to 
urban societies. He accordingly supports the suggestiOn of t~e , Registrar that 
Section 1 0 ( 1} of the Act should be !!~ended. by the substitution. of the word 
" another " for " a rural ". Urban societies wh1ch have been constituted ~~r~ly 
to provide cheap credit to some of the members and partly .to afford facihtJes 
for the investment of othef member~' savings will. cheerfully lend money to 
small societies, whether urban or rural, If they are satisfied that . t~ey are pr~· 
perly managed .. It will. be . <?bserved that the small urban ~ocJetJes find their 
operations rcstncted by mabihty to. borrow from an urban society ready to lend 
to them on moderate interest and duly apj>roved by the Registrar. The Gover· 
nor in Council accordingly suggests that the requisite legislation may be under· 
taken as early as convenient. · 

No. 457, dated Camp Belgaum, the 23rd May xgo6. 

From-}. McNEILL, Esq.,I.C.S., Registrar, Co-operative Credit Societies, Bombay 
Presidency, · · . 

I 

To-The Under Secretary to the Government of Bombay, Revenue Department. 

I have the honour to request you to kindly move Government to consider 
the desirability of addressing the Government of India regarding the amendment 
of Section 10(1) of the Co·opcrative Credit Societies Act (X of 1904). 

2. This sub·section authorizes societies to lend money (a) t9 members, and 
(6) with the Registrar's consent to rural societies. I think that societies should 
be em powered to lend money to either rural or urban societies. -

An urban society as defined by section 3 (2) of the Act may have fewer 
members than many rural societies and its commercial credit may be low in the 
eyes of the general public. The majority of the members may be poor artisans, 
and the more members of this kind it can attract and retain the more beneficial 
will be its operations. Small urban societies especially if organised on the 
basis of limited liability cannot readily borrow from outside sources the capital 
wh.ich they require. Larger urban· co·operative societies which are as much 
concerned with finding suitable investments for subscribed share capital, depo­
sits, etc., as with lending money to members, may lend money to urban socie· 
ties as profitably as to rural, societies. 

One .of .th~ great o~staclcs to the or~~nization. and later t<? the working: of 
small socteties ts the dJfliculty of obtammg capital. A society which raises 
Rs. 2,~o by receiving deposits from or issuing shares to members and by 
borrowmg from Government usually finds that the ordinary requirements of 
the ~embers nccessitate.the employment of a capital of Rs. 4,000 to Rs. s,ooo. 
Unttl that sum can be raised some of the needy members cannot receive loans, 
or supplementary loans must be obtained from money-lenders. Many years 
must elaps.e befo.rc the a~ditional capital can be accumulated out of profits and 
before the mvcstmg pubhc regard loans to such societies as attractive invest· 
mf'nts. llut urban societies which hne been constituted partly to provide cheap 
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credit to some of the members and partly to afford facilitie-s for the in\·cstmlnt 
of other members' savings will cheerfully lend money to small sociclics, wh.:ther 
rural or urban, if satisfied that the latter are properly managed. You are aware 
that a society has been formed in Bombay solely with the object of supplyin;: 
capital to small societies. Though the motive m this case is phil.1nthropic anJ 
not commercial, it seems undesirable that this or any other co operati\·e society 
which wishes to advance capital to small societies, should be debarred from doing 
so by an artificial restriction. Doth large and small urban societies suffer, 
while the advantage of retaining the restriction or the disadvanta~cs resulting 
froin its removal are, it is suggested, equally unreal. 

As instances of the injuriousness of the restriction I will cite the cases of 
two urban societies, Gadag in the Dltarwar District and Kankavali Math in 
Ratnagiri. Both are primarily intended to benefit artisans, especially wca\·crs. 
The former wishes to borrow from the Bombay Urban Society Limited but has 
been informed that this is impossible. The other society has only recently 
been organised in a poor locality and will find want of a capital its principal dim· 
culty. If the Act were amended by the substitution of the word " another " 
for " a rural •• in the proviso to sectien 10 (1) the difficulty would cease. 
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No. 13· Note on /he NUll is of the Jfadras Presidcney. 

Act X of 1904 does no.t ~rovide,, at any rate explicitly, fo~ the registration 
of co-operative credit soc1eues wh1ch have been already registered under the 
Indian Companies' Act. I:ong before ln~ia~ ~ct X of 1904. was enacted, 
co·o erative credit institu!Jons called " N rdhzs' had sprung up m the Madras 
Presldency; and notwithstanding many fa_il.ures, th~1 h~ve .• ~~ne good. work. 
That is the opinion of all competent authont1es. A Ntdhr IS essentially .~ 
co•operative credit society. It does not l~nd except I? mem.bers. !ts .orgam· 
sat ion is in some respects narrow. and u?smtable to ~gncultunsts, as 1t enfor~es 
a share capital which has to be pa1d up m monthly mstalments over a penod 
of 45 or 84 :Oonths. But the organisation has .been found by experience to be 
suitable for artisans and men of small means m towns, men who get some 
monthly income. 

The great ad'IJanlage of the NiJhi organisatzon is that it enforces tlm"ft, 
as no person can join a ' Nidhi' unless he is prepared to take up one or more 
shares and to contnbute to the share capital month after month ; and the 
amount a member can borrow is proportionate to the shares he takes up. That 
the • Nidhi' model is particularly suitable to the people in towns is evident from 
the fact that, notwithstanding many failures, we have still a large number of 

· 'Nidhis '-several of them doing very good work-and the people are so partial 
to this form of co-operation that more than one co·operat~ve credit society 
(registered by me under India Act X of 1904) follows the Nidhi model. 

z. After the enactment of India Act X of 1904, several 1 Nidhis' applied 
for registration under it. They wanted adminislrati'IJe super'IJision and fres 
go'/Jernmmt audil and nothing more. They did not want any Government 
money, nor did they ask for any adventitious advantage such as getting their 
dues recovered without going to the Civil Courts. The question went up 
before the Madras Government-informally-and they thought that for the time 
/Jeing the 'Nidhis' had better be left alone. I have reason to believe that legal 
difficulties were In the way and it was not considered expedient to raise difficult 
legal questions at the very outset of operations. 

3· The question if any ' Nidhi ' should be registered under the Act and if 
so under what conditions IS of course purely a Madras question, as I believe 
that no such institutions exist elsewhere. But I think that the Act should be 
amended so as to give power to the Local Government to register-if they 
think fit-any organisation which may appear to them to be substantially a 
co-operative credit society, even though such an organisation has been already 
registered under the Indian Companies' Act. Even though Section 29 of India 
Act X of 1904 gives wide powers to the Local Government to register any 
association of not less than 10 persons, etc., I hardly think that the legislature 
could have contemplated the incorporation for a second time of an association 
already incorporated under the Indian Companies' Act. ,. 

4· In any case, the matter is not free from doubt, and I beg therefore to 
suggest the enactment of a new section (30) in some form like the following:-. 

"30. It shall be competent to the Local Government to register, by 
special order in any case, any association already registered under 
the Indian Companies' Act, provided that the application for such 
registration is made by not less than 75 per cent. of the members 
of sue~ associatio~, , An association originally registered und~r 
the ~nd1an Compames Act and subsequently registered under th1s 
sectJOn, shall cease to be governed by the provisions of the former 
e~actment and shall be governed by the provisions of . this Act 
\nth effect from the date of such second registration". • 

P. RAJAGOPALA CHARRIAR, 
Regislrar, Co-operatir;e Credit S!1cieli'es, A!adras. 
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Note on producli'ue and distrihuli11~ t~ptraHr~ sotitlits. 

A-ct' X of 1 Q04. does not appear to contemplale the registration of any 
CQ·operativ~; soc1eties except credit societies. It is, however, found difficult to 
¥eto all but purely credit societies, We have in 1\ladras a co-operati\·e pro-
4~c~ive ,society of weayers and three distributive societies. Three of the a.~><;>vo 
four ~oc1eties were reg~stered by me under section 6 of the Act and the rcm.1mmg 
i:m~ by ~he Local Government Ul)der section 29 of the Act. The Loc.1l Govern· 
ment have approved of all the four societies. Would it not be v.·cll to amend 
Act X of 1904 so as to cover forms of co-operation besides that pertaining to 
pLire credit? . 

P. RAJAGOPA~!'\ CIIARRIAR, 

Peg;strp.r, f;o-p}tra#1l' Crtdil Sotidits, NaJras • 

• 
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No. rs. 
Note Olt some anomalous a!ld difficult provisions of th)e 

Societies Act, 1904 (No. X o/1904 · 

Co·operafive Credit 

• 
'onsiclerin the Act in its application to an.d in~uence on the move• 

1 ·. l.n c. 11 befr in mind thp.t the expressed mtent10n. of the Government 
mcnt, !t IS ue to t • as far as possible any hampermg of the natural 
f I d a w· s to preven m ' 'I . I . I . 0 n 1 f" h 'at've movement owing tci unnecessan y stnct eg1s at10n. 
o ·t h o t e co· oper 1 · · h b d h · F~ 11 

• ur osel framed on as broad a bas1s as m1g t e, an t e maxt· 
J he A

1
ct :"ads P Pven Yto Local Governments to legislate by rule;-and to the 

mum autu e gt 
Registrars. . . . .. 

2 
The first point which seems to demand cons1der:'-tJon 1s . the .prov1s!on 

contai~cd in section 3 (2). This clearly rules out any mtxed soctety m whtch · 
more than I·Sth and less than 4·5ths of the mem~ers belong to o~e of the two 
1 One of the best results of the co·operattve movemen~ wtll prove to be 

~h~ssf~~ction performed by societies as channels throug~ yrh1ch , the surpl~s 
· 't 1 f the towns will ultimately flow towards the a~ncultunst. For .thts 
~~~~:se 0the . best of all types of institution. is the L~zzattt ~a~k. It c~mbmes 
all that is best in co·operatton-encouragement of thnft, provts1on of capttal ~or 
the necessitous, identity of interest of bo~rower and len~er, and, through tts 
system of ''loans on honour," the most effectiVe form of chanty. 

Under the Act as at present in force such a bank can only exist within the 
limits of a town. It would naturally expand first to the cultivating classes resi· 
dent in the town and then to those ·in its immediate vicinity. Such expansion 
is entirely prevented by the section under consideration. As soon as the agri· 
culturist members increased in numbers beyond one-fifth of the total number 
on the roll, the society as a registered co-operative cred_it society .would ce~se 
to exist. It is a matter for regret that the Act should m any way mterfere wtth 
natural expansion of the movement, and the necessity for the distmction between 
rural and urban societies, and for the difference in their treatment {e.g., sec~ 
tions 7, 8, 10) is not convincing. , 

It is true that the provisions of section 3 (:a) can be rendered nugatory by 
an order under section 29 of the Act. Section 29. however, appears to be a 
provision to which recourse should only be had under very exceptional circum• 
stances, and it would be a mistake to ask for such orders except on rare and 
una voidable occasions. 

I consider that it would be in the best interests of co-operation that th~ 
distinction drawn in section 3 (2) should be dispensed with. 

3· The next point of great importance is to be found in section 8. That 
section lays down that no profits shall be divided among the members of a 
rural society except under certain conditions specified in the provisions to 
clause (1 ). The word ''profits" is nowhere defined in the Act, but, interpreting 
the word in its usual significance, the clause undoubtedly prevents the declara• 
tion of a dividend by a rural society .. That fact at once prevents the likelihood, 
(save in pe'culiar cases of extreme rarity) of the formation of rural societies on 
a share capital basis. I am aware of the argument from German experience, but 
India is not Germany, and it is little short of a calamity that rural societies 
should be utterly dependent for their funds on temporary loans and deposits. 
It may . be taken as certain th~t the whole of the depostts, and as much of the 
loan capttal as happened to fall m, would be removed from the society in a year 
of s~arcity-the year of all other~ in which it is desirable to increase the capital 
to tts utmost extent. The ch1ef asset of eyery c?·operative society is, admit· 
tcdly1 and of course, the honesty and credtt of tts members. In a year of 
scarctty the latter would ~e enormously contracted and the financier would be 
more likely to l.ook with a favourable eye on the security afforded by the exist· 
e~ce of share cap1tal, than upon the hon~sty of a number of needy cultivators, 
'~ ho.se cndeal'ours would b~ almost enttrely confined to the. struggle to keep 
!tfe m themselves and thetr household. The argument against share capital 
m ru~al banks ,does not appear to have ~een sufficiently formidable to prevent 
th~ Stmla committee of 19?1 fro!". recordu:g their mature opinion that there 
eXISts no reason why a soc1e~y ongmally found~d .on a loaned capital basis should 
not eventually be converted mto one whose basts ts share capital. 
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Th~ _chie~ advantage_ att!lch!ng to rural banks on a share capital basis is 
the stab1hty gtven to the mst1tuuon and the extra ineitf-mcnt to careful man:~gc. 
me~t. An attemft has been made, in these Provinces to create pseudo·sh:ue 
cap1tal by means o fixed periodical deposits. These a~e calculated either 'on 
the numbe~ o.f _ploughs held, or .on the rent pai~ by thG member, and are a com• 
pulsory cond1t1on of membership, The deposits are fixed in the first instance 
for a term of five years, and carry interest at 6! per cent, It would be infinitely 
pr~ferable that they should be-not deposits-but instalments paid towards the 
ult1mate purchase of a share. 

I would amend section 8 (1) by removing it from the Act altonethcr and 
amend clause (2) of the section so as to read "a society" in pla.,ee or' "an 
urb:1;n society," .l would also include a definition of the word "profits" in 
sectiOn 2. 

4· The proviso to section Ill includes the words "nominal value." In my 
notes to the Act I have included a quotation from Lindley on the law of com· 
panics and have argued that where a capital of guarantee is created by a 
contract that not more than a certain sum shall be called up except in the case 
of liquidati?n, that ~urn repre~ents the •: nominal value" of a share f~r purposes 
of the prov1so. I beheve that mterpretation to be legally correct. It 1s certainly 
in accordance with common sense. The matter should howe\·cr be made 
perfectly clear by the inclusion in section :a of a definition of the words "nominal 
value." 

A similar difficulty exists owin~ to the absence from the act of any definition 
of the word "capital." The point IS considered in my note to section 15 in which 

. the argument points to the conclusion that capital includes shares {whether 
preference, cumulative or other) and debentures, but not deposits. It would of 
course give considerable stimulus to deposits if they could be considered a 
portion ofthe capital, and so exempted under section 15 from attachment, An 
erroneous statement of mine on the point led to considerable deposits on the part 
of a contractor of somewhat questionable reputation in one of the earlier banks. 
There is much to be said m favour of inclusion of deposits in "capit:.l" for 
the purposes of section 15, but this is clearly not contemplated by the Act, and if it 
were, might lead to extensive and fraudulent deposits with the object of ddcat• 
ing legitimate creditors. It would be well if the word "capital " were to be 
defir.ed in section 2. 

The provision of section 1::11 that no members' interest in the capital of the 
society shall exceed one·fifth of the total capital is an excellent one, and in the 
case of the Moradabad District Bank certaillly prevented the man:~gement falling 
into the hands of a wealthy money lending clique. 

S• Cases have arisen in which the procedure proposed in my notes to 
section 16 has been unpop~lar •• Many,_ especially among_ ~lus:~lmans, object 
to recording the name of the1r heus, owmg to the prob:~b1hty of antemortal 
litigation. In such cases matters have been compromised by entering the word 
"'IIJaris" (heir) in the ap_Propriate co)umn, and in case of the member's death 
an enquiry (as proposed m note 1) w1ll prove necessary. 

6. Section 19, clause (6), is in certain case~ anom~lous in its results. For 
instance a society makes an advance from wh1ch a JUialta member purchases 
cotton thread in order to weave cloth. The julalta at one~ wc:~ves the thread, 
and the society is then powerless to recover 1ts loan by 1c1Zure of the m:~nufac• 
tured article. It seems very doubtful whether this position can have been 
contemplated when the Act was originally dr~(ted,, and amcndm~nt appears 
necessary, in order to make manufactured articles .m such case~, hat.lc for the 
advance made for the purchase of the raw matcnal from which they were 
prepared. . • 

The society has presumably no power of dis!fain~ It would 1 think be a 
good thin a if this power were to be g~anted. It IS unlikely that th~ po~cr would 
be abused, as all members would be hable to suffer equally were distr:unu com• 
monty effected. 
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The concluding sentence of my note 2 to this section is wrong. No rule 
made under the Act can override the express provision of section 19 as to the 
prior lien on a crop for the rent of the land on which it is grown. The rules 
under section 27 (2) (p) will thus in any case need amendment to provide that 
recovery shall be made subject to the prior lien on account of rent. . 

7· It is improbable that the provisions of section 24 will in the near future 
give rise to difficulty, but it is well to provide against the possibility. An 
authoritative judicial ruling as to the meaning of this section would be a serious 
item in the liquidation expenses of a society. The question is whether the fact 
that a liquidator's investigation under clause (2) (e) has been made, r'pso facto 
prevents the civil court from adjudicating on that claim. Does the liquidator's 
finding amount to an "award" for the purposes of sections 525 and 5 26 of the 
Civil Procedure Code? If the Act is amended this point might be made clear. 

LucKNOW: 

J lh1 7th September 1906. 

. J. HOPE SIMPSON, 
Regrslrar, Co·operative Credit Societies 

United Provinc:s. 

• 
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No. 16. 
Note on the amendment of stclio11 8 (1) of Act X o/ 1904. 

1. I~ paragr.aph 10 of ~es~luti~n No .. I-6J·J, dated 29th April 1904, the 
t~o cardmal , o.bJeCts kep~ m view 1n frammg the Act were declared to be simpli· 
City and elasticity. The atm was to lay down general outlines and to lea\·e the 
d~tails. t~ ·be filled in gradually on line~ which exP,eri~nce gai.ned by experiment 
might mdtcate. It seems to us that section 8 (1) 1s m conf11ct wnh this aim 
inasmuch as this section renders the formation of rural societies on a share 
basis extremely difficult if not impossible, owing to the fact that. no dividend 
can be paid for a considerable period and people are not likely to consrnt to lock 
up their capital for indefinite J?eriods without return. We admit that unlimited 
liability should be the almost mvariable rule in rural societies, but we do not con • 
.sider that this condition is incompatible with the constitution of these societies 
on a share basis, as is shown by the fact that in Madras there are several 
societies registered on the basis of unlimited liability with share carital. We do 
not consider that there is anything in this class of society which offends against 
the principles of co-operation; and we would therefore urge that it should have a 
fair trial. 

:z. Some advantages of the share capital system are:-

(1) It provides a field for permanent investment for the small cultivator 
and thus conducts to thrift. 

(2) The share capital is a tan~ible asset, and, in our opinion, is more 
likely to attract outs1de capital than the security offered by the 
condition of unlimited liability alone-a security the value of which 
can only be ascertained by inquiry, and which cannot be easily 
or speedily realised, and from the point of view of the investor 
a society with share capital and unlimited liability, must be 
a safer institution to which to lend than one without share capital. 
When the members of a society have paid up a sum as share capital 
the capitalist will have less hesitation in advancing loans than 
he would have if no money had been paid in. 

(3) In years of scarcity the share capital remains as an asset, while 
deposits will be withdrawn and the security offered by unlimited 
liability alone would decrease in value owing to the depreciation in 
the value of the member's property especially of that part of it which 
could be most easily realised, i.t., moveable property. 

(4) In the case of societies having paid-up share capital any. lou will 
fall in the first instance on that capital, but where there 1s no such 
share capital a part of the property secured by the condition of 
unlimited liability mus~ be realised to m~ke go_od the l?ss. It wo!lld 
be a most difficult busmess to carry th1s out an pract1ce, ~nd owmg 
to the difficulties involved in calling up funds to meet 1t a small 
initial loss, too small to really affect the stability of. the society, 
might yet discourage the members and wreck the soCiety. 

(S) Share capital is really a reserve in itself whether any portion of it be 
formally credited to a reserve fund or not, 

(6) Share capital is, under section 15, not l~ble to. attachmen.t or sale 
under any decree or order of a ~ourt ?f J ust1ce. D~posats do not 
share in this exemption. A soc1cty \nth share. capatal can thus 
reckon on gteater stability as its funds arc not hable to calls from 
outside. 

Having reuard to these advantages and seeing that interest i_s allowed 
on d:·osits by me':nbers we see no reas~n why a dividend on s~are capatal should 
not bt allowed. We would guard agamst any tendency .to'lliar~s m_ere profit 
making by allowing such a dividend only when the Regasl.rar 1s 5atallicd that 
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• b ·1 at a satisfactory rate and subject to the-

the reserve fund is bemg Ul t up . · h b b 1 b 
following provisions which should be la1d down e1t er Y y· aws or y rules 
made under the Act:-

( 1) That dividends be only paid out of profits. . 
( 2) That a proportion of the annual profits, to be fixed by the Reg1strar 

and which shall in no case be less than 25 per cent., be transferred 
to the reserve fund before a dividend is declared. 

(3) That a certain proportion of the paid up capital, say J 5 per cent., be 
. paid into the reserve fund at the start. 

We b~ieve that these provisions will be sufficient to guard against any 
tendency on the part of the society towards mere profit making as opposed to the 
principles of co-operation. · . 

4· We are aware that it is possible to interpret the law so as to render the 
provisions of section 8 ( 1) practically inoperative, but it seems to us that this 
section was framed in accordance with a distinct policy that profit sharing should 
not be allowed or at any rate epcouraged. And it is this policy which we should 
like to see modified under proper restrictions. Until this is done we do not think 
it would be proper to take advantage of a .Possible interpretation of the section to 
allow conditions to arise which were certamly not contemplated when the Act 
was framed. 

5· When profit sharing is allowed in urban societies we do not see why it 
should not be allowed in rural societies, though not necessarily to the same extent, 
when those societies are constituted on the same basis, and seeing that the condi· 
tions of financial stability are the same in both cases. . 

6. We are fully in accord with the principle that simplicity and elasticity are 
the two main obJects to be kept in view, and we therefore urge that no form of 
society should be neglected, as long as it offers some prospects of success and 
docs not offend against the cardinal principles of co-operation. 

7· The law would appear to exclude the formation of societies on the 
Luzzatti model and we submit that {his model is at least worthy of a trial. 

Whil.e we are re~dy to avail ourselyes of the valuable experience gained by 
the workmg of soc1et1es on the Raffe1sen system, we are not prepared to adm1t 
that that system is necessarily the best for India, or necessarily to adopt any 
system or part of a system however successful elsewhere. 

8. The amendment we would propose is:-
Section 8 (1). Omit the words "dividend or"; add a second proviso as 

follows:- . · · 
"Provided also that div1dends mar be paid to members of rural 

societies with share capita · to such extent and under such 
conditions as may be provided by the by-laws or rules made 
under this Act." 

P. RAJAGOPALA CHARRIAR. 

M. SHAMA RAO. 

L. E. P. GASKIN. 

J. P. THOMPSON. 

J. HOPE SIMPSON. 
Alinule of dissent. 

• 1. I would amend the above proposals by substituting • l.' for 25 per cent. 
m paragraph 3 {2) and by omitting paragraph 3 {3). a 

2. I would substitute the words "as it now stands makes difficult" for" 
words "would appear to exclude " in paragraph 7• 

P. RAJAGOPALA CHARRIAR. 
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No. •7· 
Report giving ,·easons agai11st ~he proPosed amcndmml o/ srctio•1 8 (1) l'( c,. 

aperatJ,·c Cred1't Societies Act, 

We conside~ the a1~endme~t 1;1nnecessary as tho pro1·iso to the section 
appears to permit a. soc1ety to ~1stnbute P.rolits: In our opinion, i( the circum· 
stances of fillY provmce or loc."lhty render 1t demable to encourage the !ormation 
of rural soctell.es on a ~hare basis, the pro1·iso to the section mcct3 the n~cJ. an,J 
we would so Interpret I! rather thaa amend the sccrion and so cncour.t"".: 1 h · 
adopti?n of a policy which is opposed to the declared p~licy of the Govc~'nm(·ni 
of lnd1a. 

While we consic!t·r that the object in view may be attained without a'lll'a<lin!! 
the. A~t, we are at the . same time of opinion that the or~;ani!ation o! rural 
soc1et1es on a share basts should not be encouraged in our pro1·ince•. "ll•t" 
argumen~s adduced in ~Jr. Hope Simpson's note in favour of the di1·idcn•l·rayin:• 
rural soctety on the share basis are:-( 1) the adJitional credit due to the t~xi<t~ 
ence c£ share capital, and (2) the stability gil'en to the society and the incitr• 
ment to more careful management. As regards the first point, the amount o! ~hare 
capital subscribed in a rural society must necessarily be \'ery small in proportion 
to the total credit of the members and to the aggre~ate amount of thetr IJurrow· 
ings, The existence of such share capitalwoulcl nr>t :~ITord to a capitali•t more 
valuable security than the existence of funds subscribed as long term deposits. 
Though the payment of a dividend on shares appe:lrs to be prartically identical 
with the payment of interest at a fixed rate on depo~ts, there is, in o~:r opinion, 
a wide difference. The payment of a dividend on share capital is inimical to the 
reasonably speedy growth of the res~>rve fund and to the: J:radual reduction of 
the rate of interest on loans to members. Depositors, who obtain the lowl'sl 
reasonable rate of interest on funds subscribed, arc not likctr to a~itatc for an 
increase in that rate, while shareholders will endeavour to restnct to the legal mini· 
mum the amount transferred to the reserve fund. We regard the reserve fund as 
the best tangible asset to attract capitalists and lay thl! gr.:ate>t stress on the neccS• 
sity of its speedy development. If dividends are paid out of profits the difficulty 
of forecasting the value of the reserve fund at a future period is greatly enhanced 
and a larger element of uncertainty regarding the future pro~css of the society 
is introduced. For the reasons above stated we claim that the assurance of the 
rapid and regular growth of a strong reserve fund, together with the existe~cc 
'of capital received as long term deposits, is a more valuable asset than the exiSt• 
ence of share capital backed by the 1;1ncerta!n growt~ of, a!' attcn~ated ~c.scr~e 
fund, If disastrous seasons are expertenced m a soctety s mfanry, 1ts posttlon IS 
the same whether it is organised on a share or a non·share basis. 

W.e. deny that a society organised o~ a share basis has any special element 
of stabthty or that the II)anagement w1ll be more careful. ~f, howev~r, the 
management is more careful the cause will be the development m the mmds of 
the mflnagers of an objectionable spirit of profit making. 

• 

J. McNEILL. 

L CODDEN·RAMSAY. 

K. C. DE • 
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Note 011 tlze Co-operative Credit year. 

Under the orders of the Gover~m.ent of India the annual. report on the W?rk­
ing of the Co-operative Credit S.oc1eUes Act has to be submnted to the van<;>us 
Local Governments by their Registrars, by the 1st of J~ne. for the a!'mual penod 
ending on the previous Jl~t ~1a~ch. The lat~er date IS mappropnate fur the 
closin" of accounts of soc1ehes m these Provmces, as repayments are largely 
made "after the reaping of the. rabi harvest in May. ~n ,JISt Marc~ in the 
better manarred ~oc1eties practically the whole of the capital Is outstandmg, and 
interest on l~ans which fall due in May or June has to be calculated up to Jist 
March and shown as outstanding. .Were the date altered to JISt May, the 
soci<:ties would be able to make a satisfactory return of their year's working. 
Loans then outstanding would either be actual arrears, or loans which were being 
repaid by instalments. Interest shown as outstanding would actually be interest 
un~aid when it fell due, and it would be possible to judge with fair accuracy 
whiCh individual societies are slack in repayment of capital and in payment of 
interest. The task of the accountant would be reduced to a minimum, as there 
would be no necessity to calculate interest, except in the few exceptioual cases 
in which it had not been paid up to date. If the annual accounts of co-operative 
societies were made up on Jl st May, the Registrar would be able to submit his 
report to the Local Government on the 1st August and it would then reach 
the Governn.ent of India by the 1st October. If the annual meeting of the Re· 
gistrars were fixed for September, it should be possible for each Registrar to 
circulate advance copies of his report in August. The information in the hands 
of the conference would ~hen be forth~ last col!lplete year. My report, under 
the present arran~::ement IS for an entuely arb1trary term, commencin"' on 1st 
April, when the loans for the rabi are outstanding and ending· on 31~ March 
when th.ey are again outstanding. I can see no valid reason against the proposed 
change m the date. There is no reason why the co-operative credit year should 
coinc1de with the financial, reven~:~e, or other years. . 

3oth AugriSI u;o6, 

J. HOPE ?IMPSON, 

Registrar, Co-operative Credit Societies, 

United Provinces • 

• 
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No. 19. 

Report of lhe Su6·Committee on I he Fnrm of Annual Report and Staltmmls. 

i.-The Sub-Committee unanimously recommends the adoption of the 
appended forms of statement for submission by the GoYcmment of 
India to the Secretary of State. 

ii.-Statements in the same form· will be appended to the Provincial 
Reports, the statistics being compiled for divisions, districts, or 
individual societies as may seem most suitable in each case. 

iii.-The third point suggested for our consideration is answered in (ii) 
above. 

iv.-We submit a conspectus giving the main headings under which in for• 
mati~n might be suitably supplied. 

v.-We think it inadvisable to suggest uni£orm forms of statement to be 
submitted by societies to Registrars. 

J. McNEILL. 

L. RODERTSON • 

L. CODDEN·RAl\ISA Y. 

P. RAJAGOPALA CIJARRIAR. 

SIMLA; 1 
Tlze :18/h Stplember 1906. J 

• 



1.-Administrative and Tours. 
n.-Societies-

(•l Central 

(I) Urban 

(<) Rural 
JII.-Working of Societies­

(•) Central 

(I) Urban· 

(•) Rural 

. IV.-Reserve Fund. 

Alain Headings of Report till Ct~·IJ/trali'l:e Cretlit Societies. 

• 

... 1rncrea•~ 

... Decrease. 
-..l ... lr. SpecialfJPes, .. ,r., tribal, caste, etc. 

•· Capital raised. -• 3o Deposits by members. 

... J .c. Loans.- r. Number. 

•· Amount. 

3- Period. 

.c.PIIrpOSeS. 

S· Security. 

6. Rate of interest. 
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9- Custody ol funds • 

v.-Awiit and lnspeclion. · . 
VI.-Resources :-Government loans, other sources of capiLal, accesa to general money market. etc. 
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X.-Attitude of the public, assistance reeeived, oRicial and non.oficial. 
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No. 20. 

Note on Annual Reports on the working of Act No. X of 1904. 

I. A comparison of the annual reports of the various Provinces for the year 
I 905-o6 discloses a somewhat wide range of opini0n as to the details which it is 
requisite to record in those documents. In every Province except my own there 
Is an attempt to give at least some statistical particulars of each of the societies 
at work. The number of statements appended to the report varies from one 
in Burma to nine in the United Provinces* and the particulars included in 
those statements are by no means uniform. Burma is content with the irreduci­
ble minimum of statistical information. Eastern Bengal records the progress of 
each society since formation, the details of the objects and terms for which 
amounts were lent in 1gos-o6. The Punjab supplies balance sheets but no 
statements of assets and liabilities, Bengal has statement of assets and liabilities 
b.ut no balance sheet for the year. Bombay supplies both statements, and very 
nghtly completes its annual accounts with a profit and loss account. It also 
proc,eeds to supply detailed information as to the amount, period and object of 
loans. I instance the above not in any spirit of carping criticism, but simply to 
demonstrate the complete absence of uniformity in the various Provinces. It 
appears desirable that, while a certain amount of latitude is allowed to Registrars 
to record interesting information of any nature, some minimum standard should 
be laid down, so that results for the whole of India may on certain specified 
points prove capable of abstraction and compilation. 

2. In fixing a minimum standard of information it must be borne in mind 
that the compilation of the simplest annual accounts is to many of the village 
accountants a matter of the greatest concern and difficulty. In my own Provinces it 
would be an impossibility to obtain from the societies' accountants particulars such 
as those recorded (e.g.) in the Bombay Report. Statements such as those therein 
contained could only be compiled either in my office, from account books sent in by 
the societies (which appears to me objectionable on principle), or by Inspectors 
detailed to visit the societies concerned and to compile the annual accounts for 
those societies. The latter course would be impossible, as in the month or five 
weeks between the close of the year and the date on which it is necessary to send 
the report to the press for printing, they would be entirely unable to visit all the 
societies in their circles. My personal sympathies lie with Mr. Hall's bold 
attempt to reduce statistics to an absolute minimum. I fear however that the 
Government of India may desire a trifle more statistical information than the 
Burma report affords. 

3· There appear to be at least three statements necessary as appendices 
to the letter press of the annual report, These are :-

I. The annual balance sheet or statement of receipts and expenditure 
during the year. 

II. Tfte statement of assets and liabilities as at the close of the year. 

Ill. The statement of profit and loss. 

The first point for decision is the unit for which these statements should be 
submitted. It may have been noticed that in the case of village societie& and' 
seed societies I have taken the district as the unit, and in the case of Central and 
District Banks and of the solitary manufacturing society, the individual society's 
figures have been separately recorded. For Central Banks without share capital 
the returns, though separate for each institution, have been collected into a 
Provincial statement. 

4· I would urge_ that separate record of the figures for each village society is 
unnecessary and inadvisable. It is unlikely in the extreme that in the case of in­
dividual small societies any comparison of the figures for one year will be made with 
the corresponding figures of the previous year, by any one except the Registrar 
of the Province. That comparison he will naturally make by taking out of his 
record room the statements of the previous year, at the time of receipt of the 

• At the time of writing this note I had not received the Madras Report, 
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current year's statements. The Local Government, the Government of India, and· 
the few interested members of the public, are coccerned more with the progress 
of the movement as a whole than with the progress, however remarkable, of apy 
individual society, and it is for this audience of three that the report is prepared. 
The adoption of the district as a unit is admissible, as it enables the most casual 
examiner to form a conclusion as to the portion of the Province where expansion 
is rapid and consequently conditions pre-disposing to ultimate success most pro· 
nounced. Apart from this the figures for individual societies being of purely 
parochial interest, it is a waste of energy and of paper to record them at length 
in a provincial report. If expansion proceeds with the rapidity which is at 
present apparent, and the system of recording the accounts of individual societies 
is adopted, the reports will soon grow to inordinate length, swollen by a mass of 
statistical appendices which, as l have attempted to argue, will be of the very 
slightest permanent value. ., 

5· The case of District and Central Banks is different. They are institu· 
tions of more than limited local importance. Their working capital in the case 
of the former runs into five figures in each case, of the latter into four. The 
report for the year now in progress will show that their working capital, and their 
consequent importance, is increasing with somewhat remarkable rapidity, .and 
they are in every case institutions the progress of which it will ultimately prove 
incumbent upon Government to watch with some care. 

6. Some decision should also be recorded as to what the three proposed state· 
ments should contain. The essential contents of the fir;t statement are obvious. 
The income of banks includes deposits, amounts raised by issue of shares or 
debentures, or by loan from Government or elsewhere, loans repaid by members 
together with the interest on the same and miscellaneous small items of income 
recei1•ed elsewhere, e.g., entrance fees paid by members, interest on post office or 
other deposits ancl on investments, etc. The expenditure mainly consists of loans 
repaid by the bank or issued to its members, interest paid on loans, deposits 
repaid and the interest paid upon them, amounts paid to reserve fund and other 
miscellaneous items of expense. 

The points in which the main differences are to be found on the income side are 
the record of the source from whi!'h loans are obtained, i.e., whether from Govern· 
ment, from an organization society or from other sources,-similar details on the 
expenditure side with regard to repayments,-and the differentiation of the payment 
of interest on loans and deposits. It would seem sufficient in the former case to 
record l02.ns taken from Government separately from those obtained elsewhere. 
In the latter case (this has not been hitherto the practice in my report) interest 
on deposits should be shown separately from that on loans. No separate infor· 
mation seems necessary as to the cl~ss of loans on which interest was paid. 

One more point with reference to this statement demands consideration. 
Deposits are noceived from members and from others. Should these be shown 
separatdy? In order that this may be done, either sericJUs separate calculation 
may prove necessary, or an extra column provided in the cash book. The infor­
matiotl., though interesting) dors not appear so impnrtant a.-:; to warrant either of 
th~se courses. 

7· With regard to the second statcmer1t the question arises whether it should 
contain items of unrecovered interest due upon lc,ans to and from the society or 
not. The calculation of the items is under present conditions (when the report 
is submitLd for the term ending 31st March) a long and tedious process in these 
Provinces. If, as I suggest in another no:c, the date fc}r closing the accounts is 
altered to 31st :\lay, those calcubtions might well be dispensed with. The result 
will be that th.e societies will appear to a slight disadvantage. The under-calcula­
tion of assets will however be such a small matter as to be of slight importance. 

The statements must discriminate between reserve fund and other profits. 
Reserve fucd should appear among the liabilities, and the deposits made or 
securities purchased with the amount at its credit be shewn as assets. 

8. The third statement, which is universal ia the practice of European joint 
stock banks, will proye to the village accountants the most difficult to prepare 
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and it would be well if it could be dispensed with. It might be sufficient to cal· 
culate the profits, as is at present done in the United Provinces, by deduction of 
liabilities from assets. All that is required is a figure to show the " worth '' of the 
institutions·and the deduction proposed will show that "worth" with sufficient 
accuracy for. all practical purposes. 

9• Any information in excess of the minimum proposed above means very 
considerable expenditure of labour and of time by the village accountants and the 
result scarcely seems to justify the trouble. It is interesting but by no means 
essential to know the detail of number, terms, objects and amounts of loans, whether 
they were or were not repaid in due course, and other information of this descrip· 
tion. It must be remembered that every item of information demanded, means 
hours, perhaps days of laborious calculation and classification,-and also argues 
a higher standard of account keeping than can be expected from the class of 
accountant whose services are reluctantly volunteered in the United Provinces, 
if not elsewhere, The virtue of simplicity is one which is perhaps infrequently 
sufficiently appreciated in our admimstrative methods in this country. In co· 
operative effort in the villages it is the highest of virtues, and the simplest form 
of accounts consistent with accuracy should be all that we demand. If we demand 
little in the way of accounts, it is impossible to demand a large amount of inform· 
a:tion in the annual statements. The accounts are kept, not for the compilation 
of annual statements of a European type, but for the benefit of the members of 
the society. 

CAMP l.iNAO j 
1
1 
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1 he ;th September 1906') 

J. HOPE SIMPSON, 

Registrar, Co-operative Credit Societies, 

United Provinces. 


