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.. I:WI101~0F THE CO-oPERATIVE 
~rMc:Pii•~~ IN ORISSA. 

CH.t.PTER 1. 

PltELUfiNARY. 

oflicer jCJr euquif'y and the terms ojrrjererwe. 
r(JJH•• in their notification No. 5-80-E., Educatton 

lOth No, en ber lg-37, were pleased to depnte m e 
conditiou of the ent 

an n e Bon the 
legislative Assembly during th& di ·cussions 

•if.tt• m August 1937. In resolution No 6:J84-E., 
dated the 23rd December 1927, Go'"'ernment 
nrenmce ~gnrding the enquiry as followe :-

the pt"C'fl"CSB made in the CO-operative movement 
..,,._i a1noe ita start ; , 

l4M.lRMilkl waa unable to meet 
_ _....,.. aacl, if M; for how long 



principles upon which tbele 
aooieties 1n future aad aleo to 
and aociet1es can b •lnDIIII.~Iili 
financial stagnatJon and how 
can be restored ; 

(6) in respect of each central bt.Dk 
are found to be in an UDIMillflaotiM emll)t.ieiliA)~'IiiiiiJIIl'-, 
tain if any one is responlible foe 
which he can be held responsible; 

(7) to examine the position 1n regard to eG·411!!111111lla~ljijll 
production and ale and to make r*,..d.Wiii 

(8) to make sugge tions about the 
Co-operative Department 1n the Prcmlieie!J 

~-
8. 
4. 

, 
, 
.. 
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S. l'reliuunary trork alld issue of a qucstio12naire.-I reached 
( uttack on the 8th N ovembcr 193 7, had preliminary discussions with 
Government on the lines of the enquiry, visited some rural credit 
&ocieties round about PUii and Cuttack and also the cei.Jtral bank at 
Pori and fiamed the questionnaire (appeuded to this report) and the 
f01ms for certam statements for the collection of statisticnl informatiou 
on the working of tho societies and the central banks in the Province. 
'lho questionnaire v, as issued on the 29th November 1937 to n11 the 
central banks and other co-operative institutions, all the members of the 
l)ro-viucial Legislature and the Orissa members of the Central Legisla
ture and a large number of ge11tlemen- ofti~ial and non-official-who 
\~ere known to be mtereoted in the moveme11t or who wei"e thought 
likely to ofier dvice. (A notiCe was also in~erteJ iu certain n~wspapers 
Inviting any one interested to ghe evidence.) An additional question
n nre '\\as lso issued to the centrld banks with special reference to 
their working. On recci pt of replies to tho q uest.ionnai.re, the sele.ctiou 
f the gentlemen for taking evidence was made. I commenced the 

t'uquuy ou the 3rd January 1 U38. l\lr. K. Subrahmanyam who was 
ppointed secretary to assist me joined his duties un the 9th January 

1938. 

4. Progra11ww of u or/, .y-l toured throughout Orissa nnd visited 
II the fifteen central banks. 3::; \ illage credit societies and a few societies 

of other t:vpes. I obtained ~4;:> statemettts for village credit societies 
showing their financja) positiOn. At each of the villages which I visited 
I met a large number of members of socieUcs During my inspection 
of central banks I met the directors and held discussions with thelll 

the workmg of the banks and generally of the me\ ement in their 
are s. Most of the members of the district committees accompanied me 
during my visits to the central banks and ~:>ocieties and were present 
during my exan.ination of tho witnesses and elicited infol'lnation on 
matters of importance touching the movement ge11erally in their 
re pective di tricts. At the conclusion of the enquiry in each district, 
I h d discussions w1th the members of the cmumittees conc(\rned and 
obtamed thCir views nn all ruatten:~ of consequence to the movement. 
At Cntt.ack, however, a conference of the members of the District 
Committee with ce1tain ruembars of the Legislative Assembly was held 
and this was presided over by the Hou'blc the Chief Minister. The 
Hon ble Mr. l>ubc, 1\linister for T.Jocal Administration, also attended 
this conference. Two mem})41::; of the Cuttack Committee were present 
t thl8 c nference. The resolution~ of the district committees will be 

found m Appendix no. I to th1s repoFt. 

I received in all 86 replies to my gue"stionuaire aud I examined 68 
~ 10 add1tion to my informal discus ions with a. number of other 

nteres d m the movement Further, I met several hundreds 
bers of village crecht societies at many places with whom 

•Je1Dl1•I talk • The enquiry was completed by the 1 tth Ff\bruary 
the draftiDff f the report. was fini hcd"by the 31st March 1938. 



TUB OBIOI~ A D D 

5. I troduct o One of 
enquiry i to examme the prOQ•• 
m the Provmce since 1ts start. 
plan of treatment adopted 1s a.e f 11 
mto three parts. The tirs* part deals 
progress of the mo~ ement from 1noep 
Sht March 1920-that 1s to say, u io ibe 1NIIIIr·'411A-1• 

the Montague-Chelm ford Reforma. The ••H 
rap1d progrel:)s of the movement dunng ~ ···~ 
retorm period (from 1921-1~31). T th 
of the movement durmg the aubaequent·IM!••,iiillillll 
economic depression were. felt; thia ••• 
when the movement a expenenoed clliDCII•• 

ln the third part I have 1VeD a fUll a 
vllrlOUB types of co-operative orgMneaaODI ill 
the available information on the aubject oaa 
form iD the report. As 1t lit DO OOillllil*..__.,..,.,~ 
the methods of work of ihe aev__. tn•oC~·--··.: 

· tiL any one place; it can be h..t 
maJlllet from a number of I8JOill' .a ·--~ 
u.ccouni of IQI1le 1ea makee ~e oOI•Jtl.ttlrtiMiit~M• 
be helped 1 .may also MW 
informatiOn jor a ZDaJOI' pi$ 
carved oui of thzee or foaii:A~r.QIJIIII..,.Mtli 
mformatioD fumiabed 
from vanoua ~ ••4SJIIIIIMI_. .. ••• 

6. The earlJ -~~IJ 
t.he la.r&et 

tor1x.ee~ a pa6 
of \he ~~r-~S 

.. 81DlW[I£ of 



rate at which the individual 
The educative value of 

..af..belp and mutual help and 
1111•• of common economic needs has 

emphasised, although in practice 

••t.•tt11& Oriud.- Even before the passing of 
8oeiet1es Aot, 1~04, Orissa like some other 
Jelin'-IDIB of co operation under official 

..----'co-operative soc;iety was started in the 
·ia:J'8111&Ck dlBIJlCt and W&S g1ven an advance of 

Jloard of Revenue. · . At N iwapara in Puri 
was forUied with a Government loan of 
loa• to J.OOmbers for a period extending 
-.r 9()8) Mr. P. C. Lvon, Director of 

and started three aociettes m 
villages of the Khurda subdiYision 

1,260. In 1905 three more societies 
n,~.--Lte of Ule Banki area and were financed 
liHMei the yean 1906 and 1907 saw the 
••~ lD 1909, ten more were started. '\V1th 

.M-.1188, it became necessAry to have an 
$he societies and expanding the 

.'4~111a111PIIft Union of Co-operativf' Credit 
u the • Bnati-Dompara Central 

iilit*'MI In Karch 1110. In ll.burda, too, 
whea &be need for a 'Ceatn.l l auk was 

was darted and vo ith the 
of tile JDO\ ewent m 





thia direction resulted in forming 
.. L. L. ~ Hammond, Registrar of 

IiiiiiOltfi fOr the y•r 1912-}3 WrOte a H 

aa to ~e advisability of · starting 
eociety an'il aome ezperimental rural :ocietie~; 

•dllbated the need .for the I-.rger institution. 
of the experiment initiated by the la tc 

111M• •* Madhipura where a central society, 
OD aome 29 socie€ies, which were more or 

failures, not only infused new life into those 
also extended operations with, up to. the 

DIIIIM'I~ed success, has led me to believe that the 
... -.11 method of bringing co-operative societies 

is to start a central bank where the 
appear to exist. These conditions 

Deed for money at It lower rate ·of interest 
obtaiDed locally ; secondly, suitable members 

ia•a•ai"~act• are of such a natute as to justify 
fully financed and freed from all their 
thfcl~ and most important of all, educated 

W111iDc to devote their spare' time and 
1'1111*._,.1Jn of the bank for supervision ; lastly, an 

taotfal local oftioer on whom both the 
ibe local OII&Jliaera can re., fot dnce and . 
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14. The Dzltar awl Ori 1\a F'. dr rafwn.-Townrds th-e encl of 1Ql8, 
th Bihar nud Onssa Co-operatiV(. Federation was started with the 
follu ·1ng objects :-

(i) to ensure a regular and efficient system of supervision, audit 
and control for nll co-operative banks and societies 
enrolled as members; 

(1J) to promote agricultural, industrial and othet· special forms of 
co-operation ; · 

(iii) to aid in the ex1Jansion and. improvement of primary 
education, to promot.e sanitafion, to facilitate ruedical 
and famine relief and generlilly to secure moral and 
material progress of its affiliated societies; and 

(lv) to secure unity and uniformit)' amongst all co-operators of 
Bihar and Orissa and to see that all co-operative business 
is conducted on sound and progressive lines. 

15. Non-agricultural credit societies.-Though attention was, 
durmg this period, mainly given to the organisation of ag1icultural 
credit societies, a few attempts were also made in 1914 to start Rocieties 
for the wea'\lers of Cuttack and Sambnlpur towns. At the instance {If 

the Registrar, the Khurda ( !·' t· al Bank undertook, rather reluctantly. 
to form societies among the I· ,hermen Jiving along the bank of the 
Chilkn I..Jake in order to improve the1r material condition and to arrnnge 
for drying and curing fish. 

16. Origin of the movement in South Orissa.-In South Orissa the 
first co-operative society started was the Berhampur Urban Bank in the 
1•ear 1906 and there was no appreciable expansion tilll915-16 when 
the number of societies was 19. In the year 1913 a co-opera.tive 
soci ty was for the first time started nt Aska. These societies we1·e 
financed b) the Madras Central Urban Bank (now the Provincial 
Bank). The Ganjam District Co-operative Central Bank was formed 
in HH6 when these societies were got affiliated to it for purposes of 
finance. }or local reasons, another central bank was formed at Aska 
in HH8 to finance societies in Gbumsur DiYisiou and Khallikote a.nu 
Athagada Estates. Though another financing bank was started at 
Parlakimedi, it could not attract deposits and was amalgamated with 
the Berhampur Central Bank in 1924-25. At the end of the year 
1919-20, there were three central banks with 185 societieb affiliated to 
them w1th a, total working capital of Rs. 6.83 lakhs. The memberahip_ _ 
of all types of societies was 9,264. There were six local co-operative 
auporviaing unions for the purpose of 6upervieing affiliated societies. 

So much to show the origin ancl the beginnings of the movement 
.. to 1\119-90. 

11. Progrel8 from 19/l0-?1 to 1981.-Tbis per1od is important 
~ more than one point of view. The beginning of this period 





Il 
u. ... -.. bioad facta w nlation to the progress of tho mo' em:-nt 

a.~a.~-P'Md may perhape be stated here. Wbtle over 900 societies 
.... be$ween 1920-21 and 1925, the annual average being 180 

of societies formed during the quinquennium ending l 930, 
..,,....., aDDual average being 110. 'J1hree circum~tances contributed 

... u-upuatJve boom'". There was a rise in the prices of agi·icul
'ura -..modities and of land immediately nfter the Great European 
WAA" .eel We bad the eftect of generally increasing the borrowing 
~of 'be agr1cultural clu ses. :Further, there was n f1ee flow into 
oo-opllati•e banks of middle clnss capital seeking in' estment. 'I' he 
onthmdMm of the Registrar nnd the honQrnry organisers during the 
earher p.n of this period was also responsible for the rnpid expansion. 
Dun• Una period the number of central bnnks in North Orissa reached 
lbe maximum, viz., 13. There "as a 'er) marked increase in rueiuber
uup and working capital o£ all bank nnd societies. This rather too 
np1d ,rowlh of &he movement, before tho preparatory ground was made 
.re&dJ, had Its inberont weaknesses and brought in its wake evils which 
laoded the movement in difficultie 

18. Progn•• from 1982 tv 1986-87.-'J.lhe followtng statement 
ebow. 'be working of the J\\Ovement during the third period.from 1st 
lUUI'J 18M io SOUl J one 1987 :-

Total~~ Ac,ual ~orlc· 
capital of ' ina C&11ltal in aU haDka aDd tbe movement. Refer'\< 

aoelet.lea aa e::rcludiDi fund fn the 
abowo In lnveahDents of movemont.. 

ao.er"DmeDt ODe~y In 
retum.. a.Do&her. 

(..Yiia. :sa. .:.·· (lakJll). ( be), 

11 Jm.H aa·eo ll!.t9 

Jl J8'M4 .... 13'61 

• ..,. .. 51'00 .... , 
Jl l1f"ll 8'r88 11"10 

• .... 71.6'1 u·• ... . ... . .. 
1M .._a faD 1n iha 

aaon or lCSR 





by iuiatinc on small 
.... .,. OD all occasions of 





aDlotiDt Of liability to IJp 
-11ij:a11111 amount which anv membe1 

In practice, the i'nax,imulJl 
...... ol the individual limits fixed 

... .,_.llldllrulia limit of loan for a member was 
•••• the •haisiyat'" (property state-

--~~ V~-.ra_ the limit iaJenerally fixed at one-fifth. 
liy the pneral \tody has to be 

, but til practice the question is considered 
•11o'n is received. UDdeJ." t'he by-laws, a member 
Jaa.~ri'be. shares up to·.one-tenth of the amount of 
.-a boftow from the central bani up to ten times ..,,..retl taken by it in the ·bank. 

IJ'&Dted for neoeesary purposes on the security 
ia addition, the panchayat may take mortgages 

Mlllll• When a borrowing member is a co-sharer in 
ADJ other adult co-sharer is also asked to 

._......_ Ill kid• (iutalments of loans) is fixed by 
maximum period ftxect" fre.n tUa. .,_ -mne 

.... -~ the period extended to five years and 
'"''ff~·- p&Pticularly in cases where. indebted

___ ... _ the &ancial difficulties such as whole-
baoaght about in the earlier years by the 

of..IPOletin tqr the repayment of old debts, 
ol. ~-. ~.Registrar issued circular 

,~~~==~a olaaai,ftcation of loans into 
it loans uut the fixation of tho 

tAi~Jiflllllll•• Be. 10,000 (loans in excess of 
;"'-.; .. ,...toue UDoUoD). 



P 1ti alan 



io the 

-··-""'·'· --~- II per cent 
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Similarly in Bargarh ubdivision Govern1nent started ""ome 
Ill gobs and in the yenr 192?, banded them o,·er to the Bargarh 

c tr 1 Bank by a deed of gift The Bank ha-s at preserrt stock of 
I' rldy m three centres serving 52 village credit sorieties affiliRted to it. 
J h entral b nk charges 20 per cent on paddy loans to societies and 
th I tter tn their turn charge 25 per cent on loans to their members. 
Th ociettes and the central bank deal in cash ns well as paddy. 

There were on 30th June 1937 forty-f9ur grain golas with a total 
me Hhersbip of 1-!,018; of these, 34 go las with a membership of 1:> ,527 
art:: 1n \.ngul subdivision. 1\fost of the grain golas, particularly in 
\ngul, are now reported to have deteriorated. A number of factors 
hav c con• ributed tuwards this result. The gdrrs in Angul operate for 

number of \illages varying from G to 2.1; and· the number of members 
vnr1e frorn 100 to 700 and nre therefore uuwieldy. and difficult of 
m nagement. The free loan operations during the boom period 
between 1921 an 1 1.•30 and the subs'3quent economio depression 
r ulung in the f..1ll of priceg of paddy are other contributory factors. 
In d qun.cs of supervi")1on by the inspe ting clerks of the banks and the 
h rroWing b) m rnbcr bot 1 in the g lias and the vil:age credit societies, 
wtlful defuuh; 1n some cases and utter inability to pay in other cases
all these c ntributed largely to the deterioration. 

The following statement .·~ ·) 1s the positi'ln of the 44 grain golas 
on June ;jQ .. h 193 7 at the nlt. .\....: value on that date:-

1. Membership... 14,018 
2. Share capital ... Rs .. 2ll lakhs 
3. Deposits of members , .03 , 
4. Deposits of non-members... ,, ·13 ,, 
5. Loans from Central Bank , ·03 , 
6. Reserve fund and other funds , 1·89 , 
7. \Vorking capital , 2·34 , 
8. Loans outstanding against members , 1·86 , 
9. Loans overdue ., . 1·74 , 

21. Not -agricultttra1 (credit and non-credit) societies.-Tbe following 
eta ement show~:~ the position of non-agricultural societies in Orissa on 
June 80th 1937 :-

... ~ 
0!16 

Borrowings. 

PaLl-up share 
cap1tnl. Deposits f1 om Loans from 

mem~rs and cen:rat banks. 
con-mc.mbcrs. 

C4 t6l 

Rl!. Ra. Rb. 

5 .~ 47,801 qg,{JS() 

· . 
I, .567 :1.64,71 • 84) 0&! 

, 









--~~~~~~of 1,746,; paid-up sh&re capital of Rs. 30,69G, 
~.OM, a.pa.ha (from members and uon-m mbC'rl'll 

_. • toW WGtkiDg capital of Rs 3,20,(J00 . 
.octetie•.-On 80th June 1937 there were g 
in North Ori ea and 11 so~ieties in South Orissa. ,., .. , G···~· ~..,rerDD18Ilt aervatlt& and local board employees. r£he 

theee aocietiea during the year 1936-37 are giveu 

Borrowings. 

PaM ·U\) aha.,re 
c" tat. D l o&ae fr m 

•111 

1,1#1 

2:,~ •• 

aeu•rve aud 
,-'either funds. 

(7) 

••• 

, ... 
-----

Re. 

47,1iJ~ 

\!9,631 

memhe~ and' Loau~ troD! 
non·n"lembcnt. centraluank&. 

--
•61 l6' 

--
Rl:l. HI. 

~,819 

lf,U9!l 2,7!10 

Eo a:ns ou tst&u<lln!( 
ngnln!!t memhers. 

l8l 

Ba. Rs. 

99,9&6 95,41i 

48,!n7 



" 

months' salary. '11le lll8lllMlY alteolcl _ ... 
loan inst..Jments fisefl from tlaeu: J.nCIIl"bl~ 
~lder societies, memben tid r.dft11oetl 
shares actually pai«< or sis months• pay ,, .... 
\bat in a good many of tbese 
maximum lim1i permiasible and that ~~.-.• 
Doticed. 

In South Orissa, societies Clll 'bt;aaW·.!;iilllillf·WI·· 
. from members and non-membere~ or loans frOm ·•d!fl·llill~~~~l4 

times the paid-up sha~e capital a.nd reserve 
loans up to three or four times their mc:)atlhl~,..il.a••••.t•.a•,-.• 

·up share capital whichever is leas; an4 dedu.otio,naJ~dte~Gtelall••• 
of loans are made from their monthly pay billa. 

24. rr eu vers' societies.-The first w.eiW8rll' ao.MJI!Y'1i8·J• llliii!IWI 
the basis of purchase and sale in Oriua wu the Bll.dllild--IJ' 1111ik1~t~· 
co-operative society in the year lil4 in the .t&'rntii'P ••~•l_••• 
improve the economic lot of weaviiJI ol··ea· 

_ production of cloth and 1inding sale for t~,i-~fiiDil-~ P•IMM.~~ 
followed by the Narsimhapur wea'ftrl' iJr•th~~r'i-.1• ·• 
worked for some time but owU., to the diii!IIDMIIt QI,: .. M 
unbusinesslike met~ods of workiif,!~ey were 
'1926-30. ·The Jajpur Central 
in'\testment in the Naraimbapur w•vfld• 
1937 there were 47 weavel:S' 
a working capital of Ba. -'5,000. · 
credit societies with unlimited liabiiiW~.:~IIiiH~•::-t 
Province a.s shown below:-

• 

Ba.rgarh 
Kburda 
Cuttaek 
Banki 





• 

lind that these people had doc.-Aiilr~--1drlia-.tl•:l .... ll· 
bera of agriculiural societia 
monthly IDStalmenis replarly. Md ....,... 
and those who were mere ll.boued W ....... ;\oMa, 
nets a.nd other appurteDMl0818Ddllacl.._ .._ .. llery 
leases. It 18 proposed to puih oa Ute r.u.a- tl .... 
societies and a co-operative ayndicate "d blbaa .formed 
to organise the trade of ~hete melt wWl anuaa-neme 
for drying and curing fi h " 

1'he first soCiety was formed in the year 1918 ad JD the follow Dl 
two years 12 more were registered and by 19i7 ihse wen N tab 
men's societies m the Khurda Central Bank area. DariJ18 tiMJ y-.r 
1920-21 fh·e such societies were started m Pur1 •IJIOIIIR dae llutia 
fishermen and were financed by Govermneni lrlld 1ap8Pi81d aDd 
controlled by the District Fishery Oftioer Uecl bJ a clad. The 
Khurda Central Bank received a monthly SllbeidJ of BL II fro 
Government for the mamtenance of an inspectm, clerk for tile IGpii'Y 
sion of these societies on the Chdka Coast. The npiclAva•tim of ihil 
difficult type of BOCleties ~bows the enthusiasm Of the .... -
as revealed in the extract quoted above from admmillkatida report 
for the year 1919-1920. 



• 

t\1 loea to the extent; of about Us. 20,000 and at present it owes to 
the Khurda Central Bank Rs. 10,409 out of a total amount of 
Ra. 4G,987 borrowed. 

On the 80th June 1987 there were in all 52 fishermen's c1·edit 
societies and one stores (nt Balugaon). rrhe following are the parti. 
culars about the working of these societies:-

Pisherlllett's suc_trlics (credit) . 52 
Members 1,041 
Share Capitnl Rs. 1,905 
Deposits , 3,821 
Centrn.l Bunk loan ,, 47,837 
Reserve and 6ther fund , 7,863 
Working capital ,, 60,946 
Loans outstanding against members , 40,987 
Amount overdue , 39,466 
Book profit , 2,141 

Balugaon Fishermen 's Stor,•s--

:!\!embers 
Share en pi tn I 

.• 

Loans from Central Bank 
Reserve and other funds 
\Vorking capital 

142 
Hs. 632 
" 10,809 
,. 722 
" 12,163 

In South Orissa there were 011 aOth J UllC 1937 three fishermen's 
&Oe1et1ee carrying on only credit business. Their position may ~Je 
qathered from the following particulars :-

Members 
Paid-up share capital 
Central Bank loan 
Reserve fund ... 
Working capital 

116 
Rs. 716 
, 2,659 
, 252 
" 3,657 

II. Store• •ocidiB8.-The Orissa Mutual Co:operative Stores at 
()QMMJE wu Ule first atoree society of its kind in Orissa and was regis
i..a iD April 1917. It •rted wor~ on a big scale and dealt in 
o"m•D'I ..._, rice, dal, ek, bat th~ years later it fai]ed owing to bad 
• 1 mt aad wu liquiclMed. In the ye&r 1920 four more stores 
.... rta••d _. Oattaok, Bbadrak and Br.nki ; of these, one was the . 
.......... 'Oolleae ()o.;opentlve Rtorea intended for the benefit of the 
....... 00 .... 

, 

• 





it hnq been decided that such btores should not be allowed to honow 
'lr ~o<cek deposits from non-mcwbers except with the t:!pecial orders of 
thu Registrar.'' 

There werC' on 30th June J 937 seven stores societies in South 
Ot.ssa-six school nnd college stores and one [(1zadl stores. The 
Conner deal m.zunly in e,tationc>ry articles required by the students 
of educational institutions. ~Ph~y h11d 333 members and 315 associates 
and paid-up share capitnl of Re: 436; the ,,alue of stock purchased 
during Hl3(,-37 was !i8. : .• ,028 and ''alnc of stock sold Rs. 2,974. r.tt1e 
Khadi Stores hacl u8 members on its rolls with a paid-up share capital 
of Rs. 348; the value of Btoclc purchased was Rs. 1,057 and the value 
of stock sold Rs. 1,226. · · 

27. Bell-metal tCO'rkers' socictics.-Petween the years 1922 and 
1925 seven bell-metal worke1 s' societies were regietered and started; in 
1935, one more wo..s added. Of these, fh C' were subsequently liquidated, 
and there are now three societies of which one is purely a credit 
society. The following statement shows the position:~ 

Name of iUbdiviaion. 
Number of 

Eoc:ictles 
stnrted . 

Number of 
societies 

liquidated. 

Number of 
societies 
CJll da t,,., 

. ·' -- -----
Jajpur 1 2 

Cut tack 2 ... 
Puri '1 1 

qambalpur 1 1 I 

"'"1 '---~-1 
8 5 ' 

1 Ba.rgarh 
-----

rota! 
I 

This was the pericd du1·iug which the departme~t ~eems to have 
taken the initiative in the stnrt.ing of societies for art1sana such ns 
weavers, bell-metal workers, £shermen nnd otbe1·s. The main objects 
of tb bell-metal workers' societies closely fo11owed those of stores 
.oci tie , and are stated to be-

') to asaist the members in purcbnBing at r~asonable rates such 
commodities as are generally 1·eqmred by them and to 
ng ni the sale of. the ma.nu~actured products py 
opening branches and eE-tabhsbmg markets and by 
shllll&r ther meane, and 





Th<' Ohaulinganj Brnss ~Ietal Society wns given a cash credit of 
R 5,000 and carried on its wo1·k on the lines of the BhatinJundn 
soc1et). In June 1930 it was pu~ under liquidation as it did uot wo1k 
a.tisfactorily owing to credJt sales, large advances of raw materials ann 

monopol) of big sums b) the pauches. The bank wrote off about 
Rs. 8,200 as irreco,·erable, but after liquidation about thousand rupees 
were recovered. . 

The Balkati Bell-metal Society wa:; started in the Puri C'entral 
Bank area 1n t.he year 1924 nud wa,s finonced by the central bank 
through cash c1·edtts. 'l'he onsh credits were enhanced from time to 
hme nnd excluding the irregular repayment~ made by the society, it 
owed to the bank Rs. 39,362 on 30Lh June 1937. The society was 
mifjmanaged; it, too, suffered for causes more or leso similar to those 
already described. In addition, the by-lu-vv s permitted the grant of 
loans to members to pay off their prior debts; this also largely 
contributed to the failure of the society. The ::>ociet:y was liquidated 
in December 1936. 

The J ngannath Bell-metAl Society in Bambalpur was registered, in 
the yenr 1935 and financecl by the s~mbnlpur Centr<ll Bauk. Subsequently 
it converted itself into a credit socieLy and as its workiug was uot satis
factory, it was liquidated in July 1937. A sum of Rs. 636 is due to the 
Central Bank from the socie~.· 

28. Sociclles jo'l· depressed and baok r.card classes.-On the 80th June 
1937 there were ten societies for depressed and backward classes in 
NC'rth Orissa. .Five of them were organised among the depressed classeR 
for the promotion ·of poultry-breeding, two for the benefit of the Pans in 
Bhadrak and one for thP Betras (bdsket-ma'hers) in Puri area. All of 
them are credit societies with unlimited liability and ~orne of them being 
bad are awaiting liquidation. 

The two other societ1es are intended for tho municipal sweepers at 
Pun and Cuttack. They seek nt once to perform thrift, welfare and 
cred1t functions. Their object~ appear socio-economic and are intended to 
hring about an ~11-rouud improvement of the sweeper::; by inculcating habits 
of thrift a.nd economy, reforming them through the ptevention of the habit 
of dnnk, arranging for proper medical aid to members, settling disputes 
and generally raisiug funds to be lant to members in peed. There is 
pro ia n for compulsory deposits by members at six pies per rupee of 
heu pay per month and each member is required to nuthorise the pay-dis
buniDI officer to make deduction&. They can borrow up, to three times 
heir ootbly pay and the instalments of loans are deducted from theil· 
ontblr pay bills. The society at Cut tack had on 30th June 1937 

a ialiezlthip of 343and a workmg capit-al of Us. 2,13~, composed of 
mem1Mrn•· Cleposits onl). There were no loans outstandtng nga1nst any 

embM. The Puri Society h~d a membership of 249 and a working 
~-.- o1 Be. 3,81:.6, the members· deposits being Rs. 3,224 and reserve 

112 The loans outstanding against members were Rs. 1,67.3 

loath OriSBa, twve were 15 societies for depressed and backward 
01 \heee, 9 conaiat ot hill tribes in the Ganjam and Koraput 





tt Cflllll' to be confined only to workers tramed iu }.Jrinting bu .... ines . ln 
rtcent years, however, the working of the society has ijhowu marked 
deteriorJ.tion. Fall iu membership and in the volume of business, be1wv 
tock of unsold books, the establishment of a number of private printiug 

presses and severe competition from them and lack of support on the l'nrt 
uf central banks have all, it is said, contributed to thj~ result. ~Chc 
odety is now in a moribund condition. 

32. Central banks.-1 have ah(\ady indicated tho orjgin of tbc 
central banks. On 30th June 1937, there were 15 central banks inclu~ 
ding the two bankb in South Orissa. Of the 13 banks in North Orissa, 
four are banking unions anc1 nine central ba.uks. 

Objfcts.-The objects of the banks, at!. stated in their by-lu ws, 
are-

(i) to dey-elop co-operative societies in the areas; 
(li) to finance co-operative societies and generally to 'carry on t.htl 

banking business with such societies; 
(iii) to control its affiliated societies by careful n,nd regular 

inspection; nnd 
('") to settle all matters of common interest, to advise and assist 

such societies .m1l to further their interest in every way . 
• AI embership.-It has .tlri.·IHly been state<l that the banks divide 

themselves into two classe~:~, ViZ. ' banking unions ' and ' central 
l1anks ,,. the for1ner consisting of societies and a v~ry lim1ted m.uuLer of 
mdividuuls (special share-holders, as they are called) to supply business 
<•xperience necessary for management and the latter consisting of weiet.ies 
and individuals (styled preference share-holders). Of the 13 f1uancing 
n.gcncies in North Orissa, 4 are central banking unions and the re1uain
ing 9, central banks. The two in South Orissa are central banks. In 
the four banking unions there were 1n all 15 special share-holders, the 
nulllber varying between 3 and 5 in each of them. The admission of 
special share-holders is subject to the previous permission of the R-egis
trar who is also empowered, under the by-laws, to nominate such 
members of his own motion. 

Diability.-Provision has recently been made in all but one central 
bauk for the payment of the san1e rate of dividend to preference share
holders as that payable to societies, viz., a rata not exceeding 9 oj8 per 
cent. In both types of banks, the liability of an affiliated society for 
the common debts of the bank will be limited to five times the face value 
of the shares held bv it. The liabilit..v of special share-holders in banking 
uniODII is limited to. the face value ·or' their shares while the liability of 
p•eferenae share-holders in central banks is limi~ed to, tw~ce the f~ce 
val e of their shares. In tho two central baukll 1n the GaoJalll district, 

hiolr follow the Madras practice, tho liab1hty ~f nn indivi~ual or of a 
eocieiy member ie limited onl'" to the share ( ap1tn.l subscnbed h) BUCh 
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8 i,ze of tit e ba .-The .Jlfteea 
throughout ibe whole Provmoe u lhowa 

Cuttaok d1atno~ 

Purl d1etnct 

Balasore d11triot 

Sambalput. di~ 

Ganjam dillkioi 

ToW 

... 

The striking growth of conkal banb Ul Oli•• 
(and some other provinces 1n India) is at ••• 
in Madras where, aa a general nal, tha:e ill CJII8 •••1:"'• 
revenue districi. l he average number oleocrietiii ... UI.UiJ~ 
bank in North Ori&BIIJ worka out &o 165. ••l• 
societies affiliated to any one bank beiaa 86 .~----~ 
267 (Uuttack) Tte average for 8() 
societies affiliated to the Aaka Central BeAk lliM1allt!lli 
to the Berhampur Central Bank be ae1 
province is 177. Madru 11na an •~--
central bank. 
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rates further. 'l'he rates in the ... rorth 01·issn La.nks nvw vary from 4 ·to 
8 p r cent and in the South Orissa banks frou1 3 to 6f per cent (7 and 
8 per cent being very rare.) . . - . . '::~. .. ... . . . .. 

The ro.tes of interest on loans ~nd.cash credit fr~m the Bihar and 
Orissa Provincial Bank are fixed at 6 per cent. Of the amount of 
Rs. 5·26 lakhs due to this bank on 31st December 1937,. the- central 
banks were overdue to the extent of Rs. _3·53 lakhs- and the overdue 
interest exceeded Rs. 29,000. The cash . credi_t drawn by ba~s a~d 
outstanding on the same date was Rs: 1·50 la_khs. 

The fixed deposits in good many central banks in North Or1ssa, till 
recently were based on what is known as 'one date deposit system'; that 
is to say, all fixed deposits are repayable on a single date-in most cases 
on the 31st May of every year subject generally to two months' previous 
notice for withdrawal. (Some banks requu·e three -months' notice). 
The practice still prevails in some banks. The ad vantrtges claimed for 
this practice are that it facilitates repayment of depos"ts at a time from 
out of collections made from societies during the seq_son and that it 
reduces the need for vigilance by the banks' executivas as well as the 
requirement of fluid resources. · · 

.·• 
Very small amounts of loans are nlEo advanced on the security of 

depo~its though tho practice is not common. To mitigate the rigour of 
one date system, the withdrawal of deposits b:?forc maturity was from 
time to time permitted in the past. It has, however, recently been 
realised that the balance of advantage lies in permitting depositors to
borrow on the security of their deposits instead of permitting them to 
withdraw before the deposits matured. 

Of the amount of .Rs. 29·57 lakhs of fixed deposits outstanding on 
30th June 1937, tho &mount which matured arld could not be repaid by 
the central banks was Rs. 13·96 lakhs. * The interest due and unpaid 
in re~pect of the deposits. on the samo date was Rs. 93,241. Of the 13 
banks in North Orissa, eleven banks were involved in this default on the 
80th June 1937 and subsequently another bank also entered the list. 
This ia a most disquieting fea.tut:e of the working of these banks to w~ich 
I will refer again later. 

None of the two central banks 1n South Orissa is in default. of 
payment of matured deposits. 





ST 
nnrue of borrowers, amonut required for cultivation, fo:r the purchase of 
cattle, for payment of debts or for nther purposet:l, the tota.l amoun t of 
loan required and the ~mount outstanding a.gninst members. In 1931 
the loan application form. wa6 revLed nnd further particulars were 
required to be furnished. The revised form I ho.ve seen in · one of the 
banks contains the follow:ng particulars-serial number, name of 
member, totJl land, value· of land, outside debt, naturo of out~idc 
debt, loan frcm soci.ety (previous outstanding loan, loan advanced 
during the year. and whetJ1er covered by mortgage bond), default 
of kist at the beginning of the yEar and up to date, number of 
bares subscribed and paid up, deposit h~ld, loan sanctioned in the 

general meeting, loan taken aft~r the generol· meeting, loan asl{ed for 
and the purpose of loan. It is significant that jn neither of these applica
tion forms such details as the gtoss annual income of the 111ember, his 
expenditure, his not incomn, repaying capacity, etc., are required to 
be furnished. More emphasis was laid upon the assets t:bnn the income 
or the repaying power of members, and to this, as will be pointed later, 
mo t of the evil~ in village credit Rocietics su-:.b as overfinancing may be 
trnced. 

During the year 1986-37 out of a principal demand of Rs. 37·55 lakbs • 
only Ra. 2·63 lakhs co~ld be recovered, the percentage of overducs being 
93. The interest arrears on ~~e 30th June last amounted to Rs. 2;~·78 
lakhs, the percnritage of_ overdue interest being 86·7. The position ia 
extreme}) serious, and I will later discuss the matter. in further detail. · 
The percentage of arrears under principal ancl interes~ in South Oris'sa 
was 67·94 and 59·11 respectively. 

Ui&cellaneous acti-oitzes of the banlcs.--.Apart from banking activi
liea, it ie interesting to find that the central banks in North Odssa. did 
aomething 1n the days of their .prosperity-owing to financial difficulties 
the banks either stopped or curtailed the activities since-to stimulate 
and promote improved a.gricultul'fll methods, in~roduction of romune.rative 
crop! and vegetables like sugarcnne, potatoes, cabbages and cnuliflowcr, 
distribution of impro,·ed varieties of seeds and implements, eri-rearing, 
eto Free distribution of sugarcane crushing mills and pans was made 
to societies in cane-growing areas. The banks rendered help in the 
reclamation 9f waste·lands, excavation of channels or repairs of tanka" 
or ocmetraction of bunds for protection of lands from sea wate•·· 
Some of the central. banks are reported to have taken interest in sanita
... aad. medical relief in villages through distribution of medicines, 
~nletion of cattle and cleaning of ·village roads or in the sinking of 
..... drinking. purposes. The banks also participated, by making 
:•••ltlkma to, the promo,ion r4 village education-the starting of night 

eacl of circulating libl"lries and the construction of school 
Some ol the banks maintained • development suparvisors' who 

tlllelr time to raa1 reoouatructio1l ac;tivities. ,. 
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The two ocnaide•·ations whi ·h prc.wnile~l with him then were tbnt 
the Governmrn .. paid staff in chnJ·gc of the 1novcmeut. \vas to be kept 

A lo" a possible and that the central banks which were the oulv non
flH inl institution at the tirue which r mid undertake the work ~hpu!d 

uot L' entrusted with the dut\ of u uditiug their own affiliated societie~. 
He held that as the central bunk depended upon the welfare of the 
ncieties, it might at any t~me be interested in concealing the true state 

ot affnur3 of its affiliated societies from the public if the) wcr~ in an 
unsound uond1tion and that, if the public was to have complete 
confidence in the movement the societies shoulJ be qua~ted bv au 
agency independent of the bauks; if it was so, three possible nUernative 
orgo.nisa.tions suggested themseh~es -(i) a ·staff pnid and controlled by 
Go\rernment, (ii) a staff paid for altogethe>: or in part by the societies 
nd controlled hy GoYernment; a.nd (iii) a staff paid and controlled bv 

the societies. • 

The first, aq a permanent moasure. wns dismissed as n.ppnintment 
of the whole stnff indefinitely even when the societies could well o.ff.o.rd· 
to contribute townrds the cost of n udit was not considered desirable. 
As betwE!en the remaining two nlternatiyes, it was held that though n 

· Government-controlled stuff would ,command greater confidence of the 
investmg public, even under the third arrangement the auditors 
nppomtcd by a non-ofuch.l ·~ (:r· noy woulfl be licensed by the Registrar, 
thnt the Government woula·· ll: .vays provide a staff sufficient to <;ontrol 
the auditors and oatisfy thcn.1oolves through the Registrar that the audit 
wa being efficiently carded o•tt and that the staff would thus be under 
the Government control and would satisfy the investors. It was, 
therefore, finally decided that rt federation of all societies mainly for 
audit and secondarily for other purposes would be desirable. 

The proposal was accepted by Go\·ernment and audit was handed 
over to the Bihar and Orissa Uo-op6rative Federation. The Registrar 
was the ex-officio Governor. The Fedexation employed local auditors 
for the audit of primary societies nnd divisional auditor·s for the audit 
of the central banks and other limited liabilitv societies. Societies 
were levied a fee for the audit of their acc01.ints and Government 

ave a subsidy to ~he Federation' to mn.ke up the cost of the audit 
taft'. A Government officer styled Chief Auditor on a high pay was 

appointed later on to check all audit work and to advise and assjst 
the Registrar in the discharge of his audit and banking functions. 
Ten per cent of the societies audited by the local auditors were test 
audited-5 per cent by the Assistant Registrars and 5 pe_r ~ent ~y .t?e 
d visional auditors; the test audit of central banks and hm1ted hab1hty 
90C*iea was conducted by the Chief Auditor. Opinions were expressed 
before the Bihar and Orissa Committee on Co-operation (1931 ... 32) 
ihat tihis system placed the auditors u~der the . influence, if not 
control however indirect of the institut10ns aud1ted by them; and 
~ ~ged the tr&nsfer ~f the control over the auditors to the direct 
aMoEi~y of the Registrar. Government, however, held that they 
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(iii) eight. junior iuspecton for the audit of accounts of village 
credit societies. 

No eet form is in use m North Orissa t.o exhibit the results of the 
wo-monihly and final audit of central banks and of limited liab11ity 

,ocieUea The two-month!) audit 1s more or less mechanical and 
la.nag the final audit of banks by sub-assistant registrars, a test 
aa4it is made of the work of the senior Inspector who does the two
IIIO!Khly audit Three copies of the final audit notes .of central banks 
are made out One is seut to the Bihar and Orissa Provincial Co
opeat.ive Bank to which the central banks are affiliated-one is sent to 
the central bank concerned and the third· copy is forwarded to the 
A•aliant Registrar of the circle. 'l'hc latter sends it to the Chief 
Au.-. at.W.Ched to the :Uegistrnr of Co-'operntive Societiel:!, Bihar, 
who retums 1t wiih bit3 comments to the Deputy Registrar. This 
note 18 finally sent to the bank for its inforu1ation and necessary action 
on the auggestions made. No formal audit certificate is issued by 
the Registrar or the Deputy Hegistmr on the audit uote B\.'bmitted 
by the sub-assistant. registrars; the latter thcm;:;eh·es certify as to the 
conactnesa of the balance sheet. 

The acoounta of prn.oar) ocieties in No1th Orissa are audited 
onoe .,...... -'tonus. While the finnl audit is dono up to the end 
of &be preYioua )ear, the auQ.lt is also snnultaneously carried out. from 
*he MainaiD& of the followmg co-operative year up to the date of the 
IJUIIIMOI''I mit. Two sets of receipts and expenditure are made out
one lor *he co-operative) ear and the other· for the period commencing 
froa l•l1ily up to the date of audit. Ea~h audito1· is gencrul_Iy 
atla•tlallto iocietiee for audit. 'l'he number is, however, reduced m 
U"e~Ml•it.e 800l.niea are big. The inspectors send a copy each of 
&b audit. ntport to the central bank, the Assistant Hegistrar nnd 

•::~ The Assistant Registrar peruses the audit report, makes 
.i~·-~ali•lllll•• emd aends the report to the central bank concerned and 

,,lll ..... ~.f4mvaJrds it to the inspecting clerk for rectification. The 
.'i~ ........... ncistrars work under the direction and control of the 

~. Ouiiack, while the senior and junior inspectors 
.abe conuol of tbe Aaaisiant Registrars of the circles 

·~-· follows Ule audit &rrangements in force in Madras. 
caD brOaclly be classified under three heads--

~·•••• aUdit and final audit; in addition, there 
·,.Q •• NI.-: audit ia done in central banks and big 

iavolved is considerable. The audit 
••• f6at uy one month ia not generally 

.aoceediDB month. In respect of 
~-- Ia QODdaot.d \Mmreen two final 

faoaa Dloember or J anuar) and 
~ ....... tM ilduim au.ctit, with the (liiJI••-... ~ MU1 the profit and lose 





very much matter. '£hat the p:r;ocedure \Vas defective and wrong was, 
however, recognised in the year 1933 when instruction:-.; were issued 
that a separate case -ehould be started for each loan and that there 
should b~ no consolidation of debts if there were different 'sets of 
Bureties for each debt. In respect of mortgage decrees a preliminary 
award is issued directing that the sum dlle shoul<l l?e paid to the 
societies within. three months from ~he date of award and that failing 
such payment, the property n1ortgaged shall be sold and the aale
ptocccrls npvlied to the satisfaction of th~ dues to the society. If the 
defendaut fails to pay by the date fixed, th(' society files a petition 
praying for a final ruortgnge decree ; the a_moun~ found due is then 
d~creed by the Assistant Registrar. 1'he societies in South Orissa adopt 
the Madras system in the matt.er of obtaining ·<tecisions or awards. 

Prior to the coming into fore~ of the Bihar and Orissa Co-opera tive 
Hocioties Act, all awards were filed r,Jr execution in ch·il courls having 
loca! jurisdi~tion, but under this Act awards nre recoverable as a public 
demand in any area in which the Bihar nnd Orissa Public Demands 
Recoveries Act of 1914 is in force, nr as an arrear of land revenue 
throughout the whole Province. The societies. have not taken any 
great advantage Of thi:, provision, UH revenue.courts, it is stated, require 
payment of ad fJalorcw fecB for executing th.e awards. 

The progress in the exec~J.tiou of awards is very poor at5 tnay be 
seen from the following statem~nt :-

J 

l I i I • Numuero:1 · • ~UlJlbct·t 'I NprulJ r 11.rbitra· Amouut Nuwuer of civil Amount of 
tion in\ol- 011t.W&rds A111oUnt Hnits .invol"cd I tlccrL•es 

ref reuct: vcd in r'ICncliut-: !n,·ol~.-cl. pe . .llding .I in pendi11 ;.l 
pendhu: them. cxecntlun. ded~ion~ 1 tlH>m. I tl~l'!ct~ti_<)ll 

clf'clsion. 1 tu c1 v 11 

1 
I conrtR. 

L ____._2 ~-;~-~- ~ I_ -~- 6 7 I 8 I 

.\mount" 
in\"OlVf1<1 

in 
thPJII . 

0 

153 : ru,463 2,964 i G, lO,tHG t)(i !I ,HJ8 , ~12 l ,Sil,206 
Rll. I . HR 'I RR. 

uLh Oriqa. 97 25,3.Xi 3,2-.!7 3,12,999 ••• 151 36,536 

.. --;oo--~ ·--a~f- 9,\!a,~w ,_-___ s_s-... --9_._sl_s .... i=~~~-~-2a ..... ' ____ -1,=68~,7~4-9-ToW. I 

The reasons gi,·en are that execution through civil o1· revenue courts 
is costly and prolonged, that it more often results in the transfer of 
lands of the judgment-debtor~:t to societies which they cannot satis
faetorilv manage and that the societiee and central banks are reluctant 
to exe ... ute awards against influential members. It may be noted here 
tbai ieDeralh· an emploj·ee of the centra-l bank is authorised as the 
'I'Dt of the decree--bolder society to conduct cxecutiOJ?. proceedings. 

Ia South Orissa where t.he .Mad1·as Oo-operntive Societies Act ili 
ill feme, execution of awards and decrees is done by a apec1al Govern•••utr under the oonlrol of the Assistant Hegistrar (styled 1•s sale 
•• 1). The aocieties must pay the Beceeaary -cests on a a;ca:l'e ,. 

• 





36. Govemment staff.-Till the year 1916-17 North Orissa was 
direct-ly in charge of the Registrar of Co-operative Societies, Bihar and 
Orissa, with no officer under him specially for Orissa . With the 
increase in the number of societ-ies, an Assistant Registrar for t he 
Orissa Division was appointed from 1st i\pril 1918. In August HJ24, 
the need was felt for a further redistribution and another A~sistR nt 
Registrar was appointed with headqunrters 11t Sambalpur. The circle· 
comprised of the districts· of Sam hal pur, :Ralasot·c, Angul and a portion 
of Bihar. ln April !926, n Deputy Hegistra~: was appointed with head
quarters nt Out tack and ho was vested with all the powers of the Hegistrar · 
under the Act and placed in charge of the whole of Orissa and a portion 
of Bihar. He controlled the two Assistant Hegistrars under him. In 
April 1928, an additional Assistant Registrar was. appointed for Cuttack 
circle and the work was divided between th~ two. The position 
remained more or less the same· until the creaLion of the Province of 
Orissa when the Sambalpur circle was abolished and North Orissa 
(excluding Kandnmahal) was divided into two charges - - Cuttack North 
Circlo and Outtack South Circle-with effect from 1st April 1936, each 
in charge of an As·s!stant Registrar. The Ganjam portion of the 
Province which was till then under a Deputy Registrar under the 
Madras arrangement was converted into an Assistant Registrar's charge 
from April 1936. .Aller 30th September 1937, in pursuance of a scheme 
of reorganisation sanctioned by.• Government, an additional Assistant 
Degistrar's circle was opened at Sambalpur. · 

'£here aro now four circles of A.ssiBtant Registrars with head
quarters at Cuttack, Puri and Sambalpur in North Orissa and at Berham
pur in South Orissa. They are all under the general control of the 
Deputy Registrar, Cuttack. Tho present position is that the Reghst.ra.r 
of Co-operative Societies, Bihar, is the ex-officio Registrar for North 
Orissa and the Registrar of Co-operative Societies, Madras, was the ex
officio Registrar of South Orissa till the 23rd November 1.937 when the 
Director of Development, Orissa, began to function as the Registrar for 
South Orissa. 

The following statement shows the strength of the depar.tment :-

Dill&lict. De 
t Aaslat&nt Sub·AMl· Senior 

R f~ Regla• atant Inspe>c· 
8tf a r t~. Regis ore. 

trara. 

1 II . 

Junior 
Jnspec· 

tors. 

Clerical staff. 

Junior 
Inspec• 

tors. 

7 l 
I 

Routine 
clerks. 

9 

Pcono~o . 

' 
: I : : : I : : 
1 ••• 1 9 11 G ' 
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1 

1920-21 
1921-22 
1922-23 

1924 
lt95 
1926 
1927 
Hl'AR 
19~ 

Ra. 
(Jakha) 

10·40 
18·28 
17·60 
23-48 
H·il 
83·11 
37·64 



5i 

Intere~;t. 

Year. 
Percentage of ! 
collectcn to 1 

Percentage of 
1 balance to 

demand. 

1 

Demand. 

I deruan 1. j 
Balance. Collection. 

2 I 4 

------- ---'-------'~--- -~-

Rs. B.s. 
(lakhs.) (lakbs.) I 

Rs. 
(lakh~.) 

6 

1934 17·53 3·ti3 20·7 13·90 79·3 

76·7 1935 19·47 4·55 

1936-37 23·50 3·13 

23·3 

13·3 I 

14·92 
. 

20·37 86·7 

It may be seen from the statement that the percentage of overdue 
principal did not show great variation till the year 1926; it ranged 
between 20·83 and 24·70. During the period from 1927 to 1929, tliere 
was R big drop and thereaj_t,pr the increase was steady and perceptible, 
the percentage of overdue principal to demand for t he yeu.r endirig 
80th June 1937 being 94-the highest eo far on record. 

Revision of kists.-In passing, I may refer to the circumstances 
which led to a big drop in the percentage of overdue principal to the 
loans outstanding during the years 1927 to 1929. There was a general 
revision of kists during this period. At a conference of the Reg'istrar of 
Co-operative Societies of Bihar and Orissa with the Assistant H.cgistrars 
held in November 1926, a stock was taken of the working of the 
societies in the Province and of tho causes fort heir deteriuraticn ; 
pointed attention of the officers was also drawn to tho following 
observations of Guvcrnmont in their resolution on the administration 
report of the co-operative deparlimcnt for the year 1925 :-

"Recoveries from members remained· at the low level reached 
last year, viz., 57 per cent and the claseificatio.n of'~ocieties 
shows till further deterioration. Whereas in l922·2S, 
28 per cent of the societies were claEsed as 'model ' and 
'good' and 9·6 per cent as 'bad 'and 'hopeless' the former 
fiaure fell to 20·:> in the following year and 20 in 1925 
while the latter ro~e to 10 in 1924 and again to 1~ last 
year. This st.eady decline in the condition of agricul~uta 1 
1100iet1es whtch form the backbone of the movement, 1s a. 
moat cliaquieting feature and unless it can be arrested, the 
success of the whole movement in Bihar and Orissa will 
be gravel)· imperilled. Government t.rust that the new 
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able to wipe out their arrears on paper and showed 
a. .,higher percentage of realisation than they could 
really claim." 

The position as regards repay1nent of interest shown in the 
sta.tement for the three years from 1934 to 1936-3 7 is equally bad ; 
there has been a marked deterioration and on 30tfi June 1937, the 
overdue interest rea.ched an alanningly high percentage of 86·7. In 
other words, the overdue interest of Rs. 20·78 lakhH works out to 
57·88 per cent of the total loans outRtanding against the members of 
all agricultural credit societies (i.e., Rs. 36·0_4 lakhs). If the lending 
rate on loans to members be taken at 15 5 j8 per cent, the interest 
overdue on 30th June 1937 would be equivalent to the interest due 
on the outstanding loans against the members for a )ittle over 
45 months. Most of this amount bad accumulated over a serie!r of _ 
years and is practically frozen. Some of it represent the interest 
compounded during the period of revision of kists (1927 to 1929). 

The following statement shows the principal and interest arrears 
of the members to the agricultural credit societies in South Orissa 
on the 80th June 1937 :-

~-· 
I Peroen ta.ge of 

Demand. Collection. Balance. balance to 
. .. d'e'meucl. 

Rs. Rs. Rs. 
(lakhs.) 1 (lakhs.) (lakhs.) 

I 

Principal • • • I 10·15 1 2·20 . 7·95 77·34 . ... . . 
Interest t2·68 I 1·01 I 1·67 62·49 

I 
The position, too, in South Orissa, is not quite satisfactory. 

40. Position of all (agricultural and nun-agricultural) pr£mary credit 
1ocieties -This is so far as agricultural credit societies a.re concerned 
but the position does not materially differ even if the primary credit 
aociet.iea of aU types-agricultural and non-agricultural-are viewed as 
a whole. There were 136 credit soc.ieties other than agricultural in 
North Onsaa and 87 in South Orissa. These societies a.re mostly 
urban credit, weavers', fishermen's and other societies to which 
nl•reDCallas been made in the last chapter. The total number of 
.OiiltiDial and non-agricultural societies on the 30th Juno 1987 w~• ,f:;!87 llOQietiea qt North Orissa and 522 societies in South Orissa, 
M G,,8 7 agrionliural cr.dit socieiiea. 

, 







I have said enough to show the ....... a ,..nioa ol priiiiMf 
credit societies; viewed as a whole a1ld ._unt ...._.~ irbtch I 
have briefty given in the preceiing paragrapba, 'he il dtealr 
grave and constitute3 a serious menace to ~he mo••••'· Ia tile raral 
credit societies which I visited in North Oruaa I _,..... tiiM m a 
fairly decent proponion of cases hardly one-ihircl of the 1oaDa tUc bJ 
members was at all repaid over a period uteDdiDI to &fts• ~ 
including that covered by the revision of kist.. Laana •••atnr b 
such a long period canoot.be said to be fully recovenW. I 8Mll ... 
hardly surprised if a detailed examinaiion of aU iDdinctu.l kl c m .a 
societies with reference to the preeent agrieultwal alMlu.-as b OIDcJI.. 
tiona were to diaclose about 50 per cen' of tM top.! .... •••• ...... 
&I bad or doubtful.• 
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8·81 

1·64 . 

1·88 

1·62 

1·19 

0·65 
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.Perce~ of •u• 

llilu8cl to Joana 
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23•56 

,80~4: 

8·4:6 

8·79 

8·i8 

8·'19 

8·08 

1·80 









. In tho past t~o banks offered, ~s already stated, very high rates of 
•ntere~t on dcpos1ts, 8 per cent bemg very · common. The Provincial 
Bank, too-on which the central banks almost completely depended for 
their fluid resources-had no control over the acceptance of deposits. 
Some of the central banks, situated as they are in the countryside and 
practically cut away from the urban centres . of business and banking, 
bad apparently to induce outside depositors to put in their money by 
offering attractively high rates. To anest thjs process the Provincial 
Bank in a circular, dated 18th January 192~, advised the central banks 
to refund all deposits taken by them from outside their dis tril ts and 
proposed to issue new loans at 6 per cent to f.uch of the central banks 
as agreed to the c.onditions laid down by it·; evidently the Provincial 
Bank had large surpluses at this time. In ihe last few ) ears, howeYer, 
the central banks were obliged, owing to their financial difficulties and 
their inabiJity to repay matured deposits-a point to which I will 
presently refer-to bring down the 1·ates on the old depc,sits (sometimes 
even without reference to or the consent of the depositors concc1·ned) 
und some of them now pay S! nnd 4 per cent. 

~'here is rc1son to suspect that during this period (1924 to 192G) 
owing to the Iorge surpluses at their desposal the central cnnks could 
not withbtn.nd the temptation of freely lending to t:oc ieties; in eat:h of 
tho three years they l€nt out,•Rs. 11·62 lakhs, 10·75 lnkhs and l2·C8 
lakhs. 'There co.n be no doubt that these large scale loan operations 
sb ald have to some degree resulted in the over-financing. of societies. 

The t~o central banks in South .Orissa bad total corrowinga of 
Rs. 6·50 lakhs of which deposits from individuals (members and 
non-members), loans from the Provincial Bank and deposits from 
the societies were Rs. 6·81 lakhs, Ra. 0·64 lakhs and 1·5 lakhs 
respectively. 

The loans due by all societies to the 13 central banks in North 
OriBsa on 80th June 1937 amounted to Bs. 38 00 lakbs of "hich 
Rs. 8·90 lakbs was classed as short-term and Rs. 34· J 0 lakhs ns long
t r u iu their balance !:!beets. The loLLns due by individual mel_?bers 
were Rs. 26,936. 

44. Ocerdues.-The bad position in respect of repayments by the 
members to the sorieti ~a is reflected in the corresrondingly very r:oor 
repayments by the societies tu the ccntr 1 l:.anks. In roint of fact the 
pre-ent condition of the societies is a true index of the condition of 
the central banks. There has been a marked deterioration in the 
repayments by societies to the central banks in North OrisEa e.s moy 
be -eeen from the following statement and this should surely be a matter 
of gn:ve anxiety. Unfortunately the amount of demand for the period 
prior w 1938 is not available in the departmental administration 



report&. The following aia\ement, however,·~"" 
\he year 1933 onward& :-

• 

YeRr. Demand. Collection. 

--,-- ---=~-
8 

1 I 2 ---, 

1933 ... I 

1934 ... I 
1935 ... 
1936-37 ... 

1933 .. . 
1984 .. . 
1985 
1986-87 ... 

' 

Rs. 
(lakbs.) 

21·27 
"26·85 
30·44 
34·09 

'1·51 
9·09 

.11·02 
12·86 

Rs. 
(lakha.) 

PrinciptJl. 

1·46 
1·1'1 
1·51 
1·65 

Interut. 

... .. 
6 I 

• 
Ba. 

(lakha.) 

~., 

1-88 

•!! lQo.,. 

.. 

18·1 
11·6 
15·1 
11-1 



15. Failure of banks f.o 1epay matuTed depositt;.-Tbe dangerously 
pour collections to which I have just alluded have had serious reactions 
on the geneml working and reputation of the central banks in North 
OriaQa and served to shatter the confidence of the depositors and the 
inYesting public generally. Twelve of the central banks have faifed to 
repay the matured deposits on the due dates. From the statements 
furnished by banks, I notice that the first default occuned as early as 
1927 when the Jajpur and the Kujang central banks failed to repay 
mntuted deposits for Rs. 47,074 and Rs. ·1,514 respectively. . 

The amount • of matured deposits which remained unpaid during 
ach of the subsequent years with the number of central banks involved 

uoted below :-

Amount of Number of I Interest due on Number of 
Year. Ol'"erdUe central bnnke deposits and banks 

deposits. involved. i unpa.ld. involved. 
I 

1 I g 3 I 4 

-----,-~-

Rs. 

I 
Rs. lakhs. . .• 

1928 0·78 1 I 

1929 0·68 8 

1930 1·01 4 I ... 
1931 U·28 • 8 

1932 0·88 At - ' 17,021 1 

198~ 1·09 7 1 

1931· 8·82 8 60,189 5 

1985 8·97 11 52,855 7 

1986-1987 ... 13·96 ll 93,241 9 

• 81JbteguenL to the preparation of ~Ia et.atG.meut another oentral bank (Banld· 
Dompua) al&o failed t4 repay matured depoatta; thus of the 18 central bfollks In North 
Oti._ 11 have defaulted eo far. 

Tb• eauhl clo not •how. a• at.Med 1n Chapit;r ll, t.he rea.! position as some of the baDka 
twrv. Dot fal'Dt•ea oorrect amOUilt.: though the ba.nka are not In a. poeition to repa7 
.. 91._ .. 411 matorlty, uoh.~poai&a !lave DDt been included in the figures furnished lor ""-•81'.7 ~hnieal renon that the d•poatt.ore hue n:!nf~l"ell the required two or ~ 
__.. notice. 'e\"Pn tf 11dh ftbtleeA ~r• fl\-ell. tbv could not havu ret11m8d lbe ...... , 





65 . . 
dates &uaouuted to Rs. 34·8~ lakbs. And it is instruct ive to note hei·e 
t.he. ~mount ~f loans repa.Y.able ~y societies b(·joT e and after the genernl 
-;v1s~on. of krsts and the comm1tment.s in respect of deposita and the 
l rovJnc1al Bank loans. Tho follow1ng statement,shows the position of 
twelve banks which furnished the figures :- · · 

I 

In tho In tho 
I 

In the 
In the lin the first second third year fourth 1u tho 

Jlar&lcular )'ear of year after l )'car after a fter r cvi· 1 )'ear after subsequent Tot~~ol. 
revision. revision. revision. s ion . I revision. :rears. 

- l -- - --
1 - -- 2 8 I • I 5 ·. I 6 I 7 I 8 

Rs. (lakhsl.1ns. (lakbs) fns. Uakha). Rs. (Jak~s).,Rs. Uakhi).,Rs. Oakhs)J

1

aa. (lakbll), 

J Loana repayable 15'15 1 6'94 6' 81 •1'40 1 2'94 1 8'10 38'44 
H/Of'tl lbe revlaion 1 
ot In«• according lO 
th orcJnal terms of 
contract. 

. ~na a~p&)'able 1 
~ •be revision 
of loaltl. 

l '9l) I 

I 
4'80 <t 'D7 

I 
4'95 I 16'95. 

r-- - -~-------~-- -------

. I ~ I i 
(lepo&i.,. held by 

1 J, 'tot&l &UlOllnt ot 1 10'08 1 ~·116 8 '38 l a·oo 1 l ':J7 8'1)1 1 3(J'26 

lbe hankl on the . ·' 
dat.cfll of revlalon 
<Ba. 80'98 lakbl) I 
reJ>&J'&ble 

I 

4. Provtnclal .Ba.ak 1'18 1'01 0 '84 I 
loan (Ba. 4'&J Jakba) f 
repayable. 

~----- - -------
a. Total of deJI()III~ 

~Del PI'QYincia.l 
Bank IOaaa repar· 
able (1- p1aa fl. 

ll'flll 1 9'57 f .22 : 

I 

I 
o·7s 

1 
o·so 0'61 ~ '62 

It may be seen from the statement that when · the bulk of the 
deposits and the PrO'vinciaJ Bank loans was repayable in the year of 
revision and the following year or two, the bulk of the revised insta.l
aenta of loans was due from the societies from the third year nfter the 
flatee of revision. That such a wholesale revision of kists by the banks 
iepe._t;ng M they did upon short-term deposits or short-period .loans 
-.. the Provincial Bank waR thoroughly unsound is too patent to 
.._.,lluther comment. 

· ... ~,,c:,riJ of fiuaucial cen.Jralisation..-Evidently the banks relied fAj•••Ne factors. Firstly, they looked to the Provincial Bank for 
.. 4 .. ie of an emergency ; aeocmdly, they' thought along 1Dlth th P 

_.,._.._11.11.11~w; if the .Jcirt$ are properly fixed there is no reason why 
... Ill& be any defa.ult.a"; and thirdly, they counted upon the 

elcl depeaita • .a inftow Clf fresh depoeits. Their entire 
OD the Provincial Bank for Jluid ze.aourc~s for being available 

I 
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pa\ n.t lenst the mtere::>t In thi ntu 1 here of panic, legislntive 
tn<n iaion wns also made by an nmendment < f the Bihar and Orissn 
Co-operative Societies Act in 1935 empowering tho Registrar to sanction 
at • compromise or arrangement ngreed upon b) the banks nnd 
u majority in number repro enting three-fourths m value of the 
l:rf rlttors. During my visits to the centrol banks, I met enmc of the 
d pos tors and had mformnl talks with them. I was visibly stl·nck by 
thc>tr mtensivo feelings of fear ond anxiety about the safety or the 
poss1bihties of the repayment of their deposits; their feelings are ns 
natural and deep ns the discredit of the banlts is widespread nnd 
complete. And 1t may hero bC' relevant to note the nature and the 
variety of interests affected. The following two statements have their 
own tale to tell :-

Classification oj dcposilnrs of tu:elve of lhf thi1teen central banks iH 
Xnrth nn a as n11 fl~t. l'illl \'ot·cmbcr 1937. 

Rs . 

• (lakhe) 

l. Public servants 8·43 

2. Landed proprieto:r:~ 4·73 

8. l<'emales 4·29 

4. Professional men (other than public 2·50 
sen·nnts). 

5. Agr1culturists . . I-:i-0 

6 Money-lenders ... 1·19 

7. Pubhc institutions 0·92 

8. Traders 
0·65 

9. Co-operati-.. e societic 0·46 

10. Pensioners 0·85 

Others 0·84 

Contractors 0·18 

Tot.al 25·89 

,. 
, 
d 





1a:''Tii•M!II.ofiDtereet. the tim date uf default was December 1938. 
u..tiiM')t,. .... were taken for the repayment of deposits and beur 

TIM two ..aal banks m Soutlr Or1saa never failed to meet tho 
obliaatio• to the depoeiton, but the Aska bank was indebted to the 
Maclae Ptothacnal Co-operative Bank to the extent of Rs. 36,935 and 
the wlaole of ii bla been overdue from August 1935. 

411.. llaalt C(Jit of maruJgflment of b~nk.t.-Another feature which 
I ma1 JeOOrd lD paaa1ng is the high cost of management of the 0entrnl 
bankt m Norih Orlasa. During the year 1936-37 the banks put their 
espeadKare M Be. 1·08 lakha. But the matter needs to be looked at 
from anothel' point, viz., the total income realised and the t.otal 
apea88L In~ of the past four yeard'tbe total income realised 
( e. ~ reoei't'ed) was far less than the total expenses (interest 
pMcl. .-abbehment and contingencies) as may be seen from the 
lollowillt eta&ement :-

Iaoam•. E:~:peneee. 
Deficit over E:~:oeaa oyer 

income. expenaea. 

Ba. Ra. Rs. Rs. 
(lakha.) (lakhs.) (lakhs.) (lakhs.) 

8·89 4·17 0·85 ... 
a.a 4·01 0·58 

, .•• 3·47 0·86 .. 9·69 0·93 

Ws is due to the employment by 
- ·· -:- in AlU\AflA nf the requirements 

• 
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Apart from a general lowering of the intCI·e£t rate , the movement 

g nerally encouraged or facilitated improvea ng1:ipultural conditions 
through tho introduction in some nreus of new crops 6uch a s sugar~ nc, 
'egetnblcs, etc., it mndo contributions towards \illage or adult educat ion ; 
in some other places attempts were made to promote rural sanitation ('r 
medicine, while yet iu other places provision for drinking water through 
the digging of w~Jls or the repair of tanks was made. " 7here the societies 
were good-though these nte few nnd fa1~ between in ·orissa- a desire 
for associated effiort, however feeble, was created. These are no utcttn 
results and, to be sure, cannot be forgotten by a sense of the financial 
collapse and glo.om which just now oversbad.ow the plOYement. 

52. Causes for t.hc brea1(-doum aualysci.l.-J ustifiable anxiety 1\Ud • 

nervon ne s are, however, discernible on the part of th<'! depositors and 
the \\ell-wishers of the movement about the safety of the investments 
made in it and the future uf Lhe movement itself, and it is well, there
fore, that a.n acc:ount is taken of the 1nain factors which contributed to 
this result. Many reasons were given me duting the course of my 
nquiry for the ·financial brenk-down and the accumulation of the 

frozen debts in the societies. Many of them way pe1·hap::> be common 
in varying degrees to the ot-her Provinces iu lndia, whilo there are eume 
others which arc purely local. Broadly, the economic aepression uud 
tho concomitant fall in the pi·:ces of agricultural prod nets and of land, 
bad harvests or failure of crops ,m account of tloods or drought, very 
low yield of land, high rates of interest, over or bad financing. indiffer
ence and apathy of pa:nclJes and officc~bearer~, wilful dofault by 
members. collusive disposal of lands f9r payment of rent arrears, 
deliberate withholding of payment iu expectation of remission~, propa
ganda by interested parties for non-payment of debts, rapid e:x p msion, 
i11adequatc superoision and control by Gove,·umcut .r;taff, the policy of 
department tn thee 11ier years for 'full finance' of members including 
the payment of all their prior debts, prolonged and costly execution 
proceedings--these arc all said to lie at the robt of the ptesent rroubles. 
Yarying emphasis was laid by t.he witne~ses on different causes. 'Vhilc 
some put the blame on the department, others attributed the crisis to 
the economic depression; yet some others make the panclu:~ and the 
members entirely ·responsible for the present troubles. It iti bar1·dly 
realised that no one factor could haYe prostrated the whole movement. 
I, therefore, propose briefly to deal with the more importAnt of the 
caueea in ibe following paragraphs. 

(a) Rap1d e.rpausiou.-In some years there was, as I hn~e already 
indicaMd, admit.tedly a rapid exp~nsion of the movement. This was 
pa.rtl7 due to the "entbuaia~I.u of the Registrar and the honorary organi-
1181'8.. Not much preparatory work was done i? the villages before the 
aocneciee were organised; nor were the apphcants taught co-operative 

aplea and practices. Jf aq ha~ been stat-ed, ' the ryots borrow 
....., and drink chee '.great. caution should have been taken before the 
...... Wele re&iatered in ~illagea. , 





liMN UaM ~e queRio~ of 
liiialllt.-tter from tb~;t of 
-l(ll ia the latter >n!y 

..... the object of the 
' •jfM' more special 1.nd 

':·-IE':»· within the ._..u and ain ple 
willa M~call 1nd 

llltiUf IMD&II'aallllll cml,. ... 
these aoeietiea aliould be 

t , • .-!MJ capital in • form in which 
; t.1Mir _. Uefal form of 
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(tt) Tnt fficicncy a ncl apathy oj the. JHI, cli cs.-'I 'he indiffere:J;lc~ of 
th patZchu and their neglect in the discharge of their responsibilit ies 
iO h in the tnatter of recommending and recovering loans were also 

frequent!) pOinted out. 'fh1s IS tl'11e not only of societies in Orissa but 
of those elsewhere in I nella. '1 hC' fundamental defect in the actual 
\'Or king of moet viUage u·edi t sooietie8 lies !n the fact tbnt_ the 

rcCOlllHlenclatwn, sanction and cliBbursemcnt of loans to individual 
tllembers rest with the pcutclu x, and thoy are more often deflected ft·om 
the t1·1ct principles of business by feelings of relationship, friendship or 
ne1ghbourliness. The creditor bank loo~.s up to the pa nch es for the 

feguarding of its and he society's fi1:1uncial interests because the 
pa1td1t s }10. ve a full knowledge of tbe · economic circumstance~:~ or 
{ barncter aud credit-worthiness of the Inem.bers-a knowledge w.hich. is 
lH t so r~ (III) availabk to an out ide n.genc)'· 'Ibis ia inherent- ih ·the 
co-operative theory, viz .. the proximity between the creditor and the 
debtor. Thj ~~ both the essence aud the weakness· of the den1ocratic 
mnno.gement of villngc crodit societies. The financing banks in Orissa, 
n~ elsewhere in 1 ndw, natura H. relied upon the c.apa.city of 1'a,11q1z es t.o 
1 tn.nage their societies. This is all right so long aa the pan.ch es showed 
It really co-operati\·e nnd llUSiness spirit. But in actual working, 
ho ever, the~c expectations were not. fulfilled. 'l'h e l'anch es ot 
-Hocieties v. ere i1tfiuenced b: such [eelmgs as those jut~t referred to 
rather tiHm considerations bf business pruden<Je. "C"nless measures are 
<·oucet·ted for the ehminntwn of this most vital wertkness in the actual 
\\'Orking of the societies, no great improvelllent. appea1·s :possil>le. It is 
true that this weakness is seen in a 1unrked degree in the societies 
~here co-operative spirit 01 bus1ness aptitude is lacking and until tha t 
Jli de~ eloped, thi~ weakness should be kept under control and should 
not be allowed to militate agai~st the oound working of the societies. 
I emphasise thi~ ospect of the 111ntter because I base n1y func1an.1entnl 
tecotllmendntions in the next chapter upon an appreciation of this 
ctrt.:um tnnce. In nrissn, nB elEewheie, this neglect and indifference on 
the part of the J~tmchcs had full play and themselves having hea.vily 
borrowed nnd defaulted, the~ ceased to interest theruselves in the 
recover of overdue . 

(v) Wilful dtjault b1J IHCIIlbers.--Mauy of the witnesaes refetred 
o \he wilful default and dishonesty of some of the bor-rov; ers who could 

have paid but did not pay. In some of the rural societies I vh:ited, 
1 was frequently reminded of Int.•l.Ubcrs who were deliberately guilty of 
eallueive sales of lands fu1 ~ :.1\ ment of rent arrears. This is what one 
of the banka stAtes: •• T esP heayy defaulters are generally the bigger 

grioalturiats \\ith economic holdings who dominate in the manage
mepi of the societtes. The defaultf3 in their cases are due more to 
d Ulnleaty than any other cause and the example set b) them has 
~ed the smollel' debtora to withhold payment of their liabilities. " 
~' ao&ion 1s clearly called for in B\lch cases: the panc1z es ca.nno\ 
_,,.uy b. ·~'ed to do this. 
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the opinion of the officials, they incur the displeasure of the 
officials. They have no 1·esponsibility. The worst that 
can happen to them is a transfer to the general department. 
They have no knowledge of banking or co-operation bbt 
they rule over and dictate terms to veteran and experienced 
non-official co-opera tors. '' 

(viii) Ju~ufficient superr,ision ami cun.trol by the department.-One 
of the rea~:;ons which some of the witnesses. advanced for the present 
state of affairs is the inadequate supervision· and control by the officers of 
the Co-operative Department over the societies generalis. Apart from 
the fact that co-operation iti essentially a non-official moven:ient managed 
and supervised by non-official agencies amd must, therefore, always . 
rely upon themselves, it might be noted here that the whole staff of the 
Co-operative Depart1nent in Orissa consisted of two officers for a long 
time and just before the formation of the Provtnce there were two 
Assistant Registrars with a Deputy Uegistrar in charge of about two 
thousand societies. 'J;'hey had no subordinate staff except the auditors 
who were etuployed by the federation for the purpose of the statutory 
audit of the accounts of the s_ociet.ies. It was clearly impossible for 
two or twee officers to supervise effectively two thousand societies 
scattered over the whole of the ProYince. It is also not desirable that 
they should directly supervise primn.ry tJocietie~. Dual conhol will not 
do any good to SOCieties. ri1he whole responsibility for 8Upervision 
1nust rest with the societies themseh·es. I have dealt with the question 
of what should ~ the relationship o! the officerR of the department 
witb societies el ~where in this report. 

(u) l"cr!J lliyli ratt.s of intcrest.-One other reason which watt 
urged during my enquiry and with which I was struck is the 
'ery high rate of interest charged by the societies as well as 
hy the central banks. The usual rate charged on loans to member~; 
ia, as already stated, 15i per cent, while a fairl~, good portion of the 
loans outstanding carries iQ.terest O.t 12! per cent; in other words, a 
loan will get itself doubled in six or :seven years, and whateve1· payments 
the members made or 1night choose to 1nake fi·om time to time towards 
their loaba were and are pra-ctically 8\Ynllowed up by interest. It is no 
wonder that in such circumstances members repaid in most cases much 
more than. the principal but still their loans are outstanding. A number 
of inatancea came to my notice. .The case of the member I have 
referred to already in (iii) above is illustrative of the position. Many 
aaoh OMee are found in societies, and there i8 no denying that members 
an ,....aed down by these heavy rate8 of interest which are probably 
tJae ... eat I have known in co-operative societies. Everywhere 
~t my sours, the m.mbera of village societies confronted me 
witla a oousiatently unanimous ueruand for the cvmplete wiping out of 
all oaiat.andipg interest. While the principal amount of .loans 

• 
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( i) l'fOtllh tJnd the tMf'H4gt8 NJHJsed by ·t1rem. - -I may also refer 
here tb a troOP of faef;ore whieh are beyond the control of either the 
.,ooHMea-m the cen'ral bank& but which, in their -cumulative effect , 
have in aome degree con•ributed to the present difficulties of th e 
menabera of the societies. The three coastal districts of Puri, B alasore 
and Cuttack contain eleven of the thirteen central banks inN orth Orissa 
and moat parts of these districts are, as is well known, affected by fiooJs : 
ten of the eleven central banks in the three districts are in the flood
affected area. "Briefty, at certain seasons the natural drainage syst em 
of the country", it is stated, u is unable to deal with the water entering 
the deltaic tract from the uplands of the Orissa Feudatory States and 
of Chota Nagpur, and this defect is ngg.rnvated by local attempts at 
protection by means of embankments . This is a big factor in the 
economy of Orisea. "'* The position in this regard in the' three d istrict.s 
is bridy as follows :-

Cutlad' distril't.-" An elaborate network of rivers is Apread over 
CuUaek district, and a large part of the district is affected by floods in 
greater or leas degree."* 

ltala•ore district.-" The parts of Balasore district most severely 
affected by loods are the extreme north and the extreme south.''* 

Pur1 diltrict.-" The Flo9d Committee rema~·ked thnt the flood 
problem ~f Puri district was tbe most difficult with which they had 
Wen ttbtlfronted. Deltaic action is here more backward."* 

Ill moat of the central banks I v1eited in the coaBtal · districts 
a ~damon representation made related to the havoc cnnRccl by floods to 
&be Cl'OJM-the mainstay of the people-and the consequent inability of 
the aa.mbera of aocieties situated in those tracts to repay the loans 
Wbhll 'they took in good faitb. During ftoods the crops nrc wasbetl 
away and aome of the cultivable lands are deposited with sand. In 
~~ iD.atanQM were given where the landed property offered as 
..atJ Tor ihe )O&Da takes no longer exists and consequently such 
loaDil tenaereclln&eclUe and tho central banks concerned expect 

eecietiea noted in the margin," states a central bnnk 
·-~ ~.::ll'!"!!"· ·-- llll'OIDaiDle losses, " which are situated by tbe side of 

~IJiladi the la.ads of the members in most cases have been 
lhere ia no embankment of the river. Besides, 

- ··-·- ia aft'ected by floods. So the members generally 
II-.CI4J attd M~~arcane crops from time to time."' 

~~-~~~~-~~.-.. P,t!t.' . ayt~ another bank " in eollectial •t'Jl•ldlj• k»ad1tioD of the members moat of 
lay bf 4ay owing te repeated 
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hide , skinl:l, wood, ceramics, etc.). Other occupations are ' cry 
neglig1 ble. 1 t is thus clear that the virtual dependence of the people 
c n agriculture, pre"arioua as it is, and the lack of subsidiary occupatio~s 
to augment their agricultural income or of other industliea providing 
employment for surplus agricultural population, make their position 
econom tcall) bad. 

In some of the villages I visited, to my query as to why the 
members failed to repay t.heir debts there .was utter silence while yet in 
other cases a note of despair was evident. In a village near Banki, 
1n reply to my question to a member abou~ his failure to repay· his 
debts, he pleaded inability, and to my furth~r c_nquiry he said that he 
had to feed thirty mouths for which the · yield from his land was 
hardly enough. It appeared as though my enquiry was proceeding 
be) ond the sphere of co-operation and encroaching upon the more 
complicated realm of economics, viz., the problems of population! 
The growth of the population of Orissa between 19~1-1931 showed an 
increase by G·l per cent and agriculture alone circumstanced as it is in 
Or1ssa Will feel utterly unable to support the surplus population. This 
p ints to n urgent need for the exploitation and development of 
n'ltural or fresh resources of the Province and for the expansion of. 
commerce and industry in Orissa; proposals for subsidiary occupations 
to relieve the pre sure of th~ population which relies directly on 
agriculture for the means of stfbsistence or the progressive development 
of fresh 1·esources, or opening up of new avenues of employment are 
matters which must necessarily engage the attention of Government of 
the newly born Province. These are so intimately connected with 
the economic life of the agricultural classes of the Province. Co-opera
tion concerned as it is with the promotion of the economic well-being 
of individuals might not have great future in the absence of an 
improvement of the economic resources of the people. 

(xv) M;sccllaneous causes.-Some other factors referred to by a 
few wituesses as contributing to the present state uf affairs in the 
societies are, delay in the disposal of arbitration references, prolonged 
and costly execution proceedings and inefficient supervision of 
societies. There may be truth in these, but I think they are of 
substdia.ry importance and no elaborate discussion seems called for. 

To such of the defects in the financial structure and working of 
tht central banks as required notice I have already referred while 
discussing their present condition nnd it is not, therefore, necessary to 
repeat them here. 

58. Responsibility for the brrak-doten of the rnovemcnt.-It may 
be seen from what I have stated so far, how extremely difficult it is to 
fix the responsibility for the break-dow.t;l of the movement in Orissa on 
any one individual or set of individuals. What needs to be appreciated 
1s that no om· factor could have brought about the break-down of a big 
JllOvement which has been in existence for over thirty years. A 
number of forces were, RS already stated, at work and each one of them .. 
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the enthusiasm of a Registrar and certain honorary organisers. Again, 
some of the official enthusiasts were responsible for the starting of 
bell-metal workers' societies, fisbermen•s societies, stores societies, the 

,rk og of which resulted in losses to central banks (vide paragraphs 
;lo, 26 and 27). Though tho officers had enthusiasm for the wo1·k, they 
had not the necessary technical knowledge and could not, therefore, 
guide the societies in proper methods of business or finance. The 
officers who inspected societies and found tbat they were over-financed 
and mis-managed could have promptly taken steps to bring about a 
change in the methods of working or fino.nce. The original records 
relating to the orga.ni atio•1 n starting of these societies were not 
available. I, however, looked into the papers that could be had. I 
found that there was no .preliminary invest~gation into the prospects of 
the successful working of societies proposed .to be organised; no details 
as to the method of business, finance and mode of recovery of advances 
to be made were decided upon. .For instance, the following is a copy 
of the loan ledger showing tho cash credits given to the Balkati Bell
Metal Workers' Co-operative Society:-

l 

lJaw of ad\'auce. Amount. Dat.e ot 1·epal·mcnt. 

.Amount paid. _

1 
PrinCipal. ! Intere~ot., 

I 

17t.h March 19~4 

28th April 1914 

td July 19~4. 

114.\h July 1~4 

!l~na September 19~4 

6th September 19!)4 ... 

~ lt~ Fehruuy 19i6 -

80th Maroh 19:l6 

14 I I 

I 4 

I 
6 I 

.·• :.. s 

Rs. 

8,000 

3lflt May 19~§ 

1,s2o 1 

600 

l,iOO 

wo 
1,000 

~.100 

~116-lHII 
tat. llairch 1926 . 

I Bs. Bs. 

I 
20 76 

aoo I 

~00 

~0 I 
I 

eol 
I 

Balauc.. 

6 

Ra. 

s.ooo 
6,000 

4,980 

6,800 

8,000 

8.500 

9,500 

29,500 





Amount. Date of adve.ncro._ 

~ mountJ!ald. . I · · 
Date of repayment. . 1' - -:saiancc. 

I Prin1lpal. . :ntere~t· J . .. . 

6 - ~ •• 

.... ---~-1----~ ~~---2--~---s-.._-_...L,-_--_-.. 
1 

5 . ·I. 

9th N v mbcr 1 f)2R ... 

Blat December 1928 
(tnterest compounded) 

I· . 
. I s'. Rs.; . ·Ra . -! - . 

, .. I [ 
I 

1 i'it.h March 1928 823. , : • ~ .. - ·. _, ·.-- : . •. : 

24t.h September 500 
1928. 1 

1 6th October 19:28 

4,000 I 

29th l{ovember 
I l92S. 

4.0 ll . ·' 

16th December 
1928. 

I 

!100 

500 

\00 

9,t18 

.. ~ 
I 

I 
J 
L: . 

46,211 

451~11.: 
. -

50,1\62 

lt may he seen from this thnt very large amcunts \V~re given to 
the societies from time to tillle even when big pre•·ions loans were out
ata.nding. The raw material ~upplied to 1nembe ·s in such societieR 
could be converted into finished products in a defiHit~ly knov,·n period, 
say a, week or two week::;, and they could also be sold in .about .a lllont.h 
or two and utmost in three n10nths. If the advan~~es innde to members 
were not repaid within this time, there should h '.Ye been aomet~hing 
wrong with the management nnd shonld hn,ve ce1 tainly· attra~ted the 
notice of the officers of the department. who ins"3ected the Rocieti~R 
from time to time and of the financing bank and even at· the very first 
instance steps should have been takf'n to arrest t 1e rot. '.Phe princi
ple that expansion of husinesr; should ],c by one sm e~ ste_E after anotlwr 
was forgotten. Apparently befol'e one E.et of wut·k~ !~ .p~oved their capa
city for business and loya.lt) to the societ~· nnothec iet.of persons were 
admitted and gi vcn loans. 

B1milnr was the case with the. Delang Co-operative Stores (in Puri 
Cen.tr&l Bank area). It undertook speculative business and sustained 
heaV,loss. Goods were sold on cred,it- a violation of one of the funda
ipeQW principles of co-Op~rati've stores. Here a,,{nin -there was no 
cnoa. auperviaion or prop~r guidance as to the meth'Jcl of its work. 

~ain, the members of a weavers' co-operati\e society which I 
......... were given fairly big loans beyond their r~paying capacity 1\t 
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ll)aieriala and finished 1l1·oducts will be iri tbe custody 
ol the. central Bank. I may point out that there is a 
..Wed market for articles manufactured by the members 
and all Beparies who "deal in these articles must, if 
QeOMeary. cowe to aociet) ·~ warehouse to make their 
purchase when middlemen will bo efficiently eliminnted, 
and so long as this is not done, the society will be a 
constant source of anxiety to the central bank. I also 
eoggest that the officer in charge of this society or the 
manager should visit Bidyarajpur society and study 
ita working. This society ·is being most successfully 
run 'hecause 1niddlemen bave.been altogether eliminated. 
In purchasing raw matelials quotations shou1rl also bo 
ob&ained from Indian Trading Co., Post Box no. 2~06, 
Calcutta, and if the firm quotes ia\~our •ole rates, pur- · 
chases should be made through this firm. The firm 
will charge 2• per cent commission. " 

lt ehould be noticed that these suggestions were communicated to· 
~e Bni.DciJII bank on 7th ,Tanuary 192o when the accounts sbo\\ed 
tlaat the IOCSiety .did not pay more than Rs. 775 out of I s :::4,500 lor-
1'0 ... -tiD then over a period 'xceeding a year. As a result of this com
lll'aa~Qe.tiog. the financing · bank apparently gave nnothel Joan of 
B& lO,o•,o on ttth Ma-rch 1926 . 

• 
.., gi"Ye other instances where the offcers of the <'q~a·tn;.Ent 

_. fllthe bMIIre eoncemed were keen on getting loans tor these 
~ Ill utter disregard of all principles of business. 'Ihe by-laws, 

•a.rilllltecl. . I append a note on the working of n fishermen's ••!!! ,...,. ~ an inspector ?epnted for the purpose. 

4llrecl01~ ot the -central banks, too, did not play their part 
l'tlilrctll to tb.-e aocieties. There was no obligation on their 

--·- to finance societies even when they knew 
--· M1Jo<tvhllill wrong methods or when the management of 

IAI!Iil"':ww.._ Equally they bad no obligation to ·carry 
aflchd enthnlliaata if they ·were convinced that 

!alta~•• were not in the · financial interests of the 
I!Bl'llut*-.oa. I fouft4 th•t one of the direc:ttora of a 

ean~ of a toan to a ft'Bhenneuta 
W.,iir.dtD8diL1 omce•s WEre inte•(atcd. Be reccrded 

1111tQIII" bYe oonvincecl his CQllenguea on the 
._ tanotioaed by the bank. The 
- laftltlDI public a moral cluty 

,. .. .,. wtt1L ~r CQn'l'iotiona and &ellFe 
.., •. a4t'l-. ~ eoo14 Dot per· 

-oial ...... tse. 
a."lllr .. .-.Ma ... tf tM ~·' 
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It not my butuneBS to 1mpute a.ny moRft te 'ally o5der 
u ITectOl S of banks t,h ough some complaiut;a wer8 ... qame 10 
directm s llbout their 10terest in this eoc1ety ar ...... deDeral u--
h 11'3 of this kind do not merit enquiry. What I~- 1 tJia m 
'nthusi ram on the part of the directors or Ofllcers of the deparUileat 
will not do; it ts not safe to riak money tnken hom clepoatton 011 doubt 
fnl co-01 erative ent~rpriscs. 

CHAPTER IV. 

hECONRl RtJO'.riO:l:\ OF 'fHE l\lOV.IUl.EN r-THE YUTUBB OJ' THB CBNTAAL 
BANKS . 

.04. D,cak-rlou•n of the lllOfJemr Ill -CO·Operat f)C sp rit tD G n lh 
p1imary oriciH'S aud mcmbtrs.-I have shown in Ohap~ m ihat 
1uovem~1 t 111 North Orissa has broken down and outlined the gen ral 
cau-se!:i in· the br ak-down. Tho primary soetetiea conat1'ute the 
toundn.ti< n !Jil which the co-operati\e structure reate and because the 
ha' c fail< d, the central banking otructurc, t~ has collapsed Tbe potnt 
113 that tbe real cO-operattve spint was lacking in most BOCJetieti P. 
Cl).oporat , e pu·it. l tuC11n the appreciation by membem of .aeir oowmoo 
1'\~qds an l then· acting together to achieve that objecli1 e ~h 
butp and mbtual l1elv and mstruction; in o&her wOrd "\)iill aptrl\ 
which, '' hile trying to promote the ind1vidual1nterest8 aa aleo oalcula'
c 1 to further the collective good of the members and ~ .make the 
t-~OcieiliefJ oouiree oi economic, moral and social p~ ._... waniing 
:-\.nd the absence of such spir1t, amongst other ~a,~ .. iDA 
the success of the primary socreties. 

1 may perhaps illustrate my pomt b) referrmg to U. .. of 
v. hat are popularly known In Madras u • chitll . • 8o 0 or iO 
,-_omen w desire to save money or are tn need ol•' fGI' 10108,.,... 
or the other, join together and sablcribe to a chit, My, M .. ,.._ of 
Hs. 5 per month or more f r a period aienclq to iO moo\1& J.Utala 
wOlJl:~n members of the 'chit' meet o:u an appouateclc1aJ' IB JDaA 
W1th tb:eu subscriptions and pO<>l them toptll• _.Mae 
subscribe~ i~ given out on loan to one o( ._ 
el\htr by lot or by auction. The¥ f.-1 ~ 
appointed day very &iroJlilY: and 
they m.naee BOUlehow to bl'iJII m 
don•t have the money th...,_ 
ia that they feel bo*h Che a liabliW. -..,-
the:u4!8d for aa.'f.i~NJ: * 
o\Jlilfttiona on \he tPI~M1t:GJI~~-
IJleettng i ID ~In' '*Ill&. 

8ll Of. the bblla 
.. ~ pptir~:t 

:..•~·j· ~ ~·-WI~ r m mbitn 
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which did not borrow after they toO'k the first or initial loan, the fall in . 
mQ,mber.ship and the marked deterioration in their working and their 
lamentable failure to 'keep Ul.J their obligations, and this in no amaH 
measure contributed both to tho weakness and the ultimate collapse Qf 
the n1ovement in the Province. ·· 

Ib 1s \'ery unfol'tw1ate that e"t en aftm· tllirt) yearl::i of tlie worl!ing 
ef tho tnovemont, snch spirit could not have. been developed among_ tho 
members of'thc societies. It 1nay be .true that a·s lll:any ·witnesses 
suggested, had-the movement proceeded on r.ight lin-~lf without:·havin·g 
heen f3Uperimposed 00 the people before they felt th~ need, BODie of toe 
dtfliculties experienced in the later phases of the progress of the move
went would not have occuned. The villagers evidently regarded the 
societies little better than money-lending concerns, and their relations 
too, V\ ith tho societies were hardly better than with the maha.jans. 
'l'he fear of unlimited liability, too, did not in practice result in efficient 

urk. ~rho system of tinance adopted by the central bn.nl.:s i~ hs;a.o-cd 
upon the theory that the primary aocieties are really co-operative 
Hocicties and they can be depended upon to regulate their working ou 
S(Jund financial basis. As the societies have not developed a co-opera
tt\e BJ•ilit. as shown abO\'e, the whole system hat:S broken down and the 
central banks arc the sufferers for it. In any scheme of reconstruction 
tlus point ha~ to be borne w p.nnd. 

Thr jutun. -In view • .(the cotuplete break-down of the movement 
tho question rise us to what the future of the movement is. Can it 
b scrapped 'I If the lllO"Vement is to be scrapped what is tho nlterna
tlve 'l Supposing that the movement is scrapped, what will lJe the 
condit1on of the large tnass of the agricultural classes whom t,hP co. 
operatl\e move1ncnt has all along been expected to benefit. I way here 
hrtefty discu B certain relevant CQnsidcrations which may help us in 
eoming to a correct decision. Firstly, tho general rate of interest 
eho.rged by the mahajans in North ·Orissa before the advent of the 
wovement 'Varied, as already stated, from 25 to 37! per cent per annum 
n.r tl though the rate was reduced for smne years, i~ has gone up again. 
Secondlv, I have n1.ade it abundantly plain that the agricultural income 
of the average tenant or raiyat is meagre and that he can hardly make 
both ends meet. He is economically in a worse position than tbe 
agriculturist in the other parts of India. Thirdly, the raiyat or the 

nant 1n Ol'is a as cl e"\\here cannot dispense with credit altogether. 
M~ enquiries 1n the villages 1 visited unmistakably showed that the 
w.embers of societies were, since the stagnation of the movement, 
reaorting to the malwjan 1or advances tor agricultural purpose_& or 
purchaae. ol cattle. etc..,.. u.nd :that the. :cates of interest showed a tendency 
to. rise~ I~ it~ imposs.ihlo t.o -~~~P-:. tbe _(lgriculturist members without 

'1M1Ule ~nee!)."' Tho Oclya raiyar, ·1s ·thus ·raced -.with -high- hiterest 
rats, vety' pOOl" :returns from tanp and the need for credit. Born)wiile 
liDder these CirCUIDBtancer; fS C.XCOOdmgly difficult, aud in the absence 
of any organised credit agency in the countryside providing credit at 
rtllltOoable rates, the only source of help is th~ mahajau. , . 
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55. Alttnultiflt& to the BCFtJptng of t"• .-.i:l\!fa'*t AJ 
ltmder.-The question is if ~he mcihajan can ~ • Jut Ia illiftW 
liera.ping of the mo,·ement: It may to some etfe!R )MI .... bJe ._ 
control his a.ct10ns. Legislation may be undedakea •• .-Brltllla 
Indian Provinces and e'en in Orissa where a BiB ia now der.,.&em~ 
tion to license the money-lenders, to rep1ate &be ..... ~ blt11..._ Mad 
the maintttnance of his accounts, ete., or 1•..UY to laJ .... ~ 
conditions governing his buaineu. N rreltbel-. ill tbe abl••• el aD 
org•~sed credit agency the mahojt.m i1 the oaly .....,. se wlaieh U. 
agrioulturiet will have generally to look for hit ueclit ••• lllhGilP 
his rates are very high and conditione euctiq. ldu1 dla_,h n 
business may be sought to be regulated by legial&UOD, hll .-..oa. of 
evasion are so subtle that in actual practice it ie Yerf tliftiG111t to atrGid 
permanent relief to the raiyats from exaction• ci tbe ,. ... #1111 or tM 
high interest rates. · The scraping of the co-operaUv. IDO'V__.t WJU 
romnvP. from tho field tho only oheek upon interest rMee These l'&tM 
are very high in Orissa and are an anachronism and 11 no GoftnlmeD~ 
claiming to govern on modern lines seem-justified in an Mtnude of 
laissez fairc towards thom ". There ahould be some -.ency •lateb oa• 
by sheer force of its existence and the economic inl1181leee •'-atteudere, 
keep down the rates of interest as well as keep the m••y-leaclen GJMier 
restraint. · 
_ c6. Possibilities of a· Stat.s. bank or direct -......-, oJ ;,rioaltc&n1t1 

by Government.-Oth~r possible altemaav• mA)I be t.M ............. 8f 
a ~tate bank, entirely run and managed by GoverDID8Jit; • <Hr••-* 
may directly inan_ce the agricui~uriata 1111cJer the ~ 
Loans Act and ~e Land lmprovemeuu Loa• Ado For ........ .
reason, direct financing of the tenanu or tlle ,.,.,.u iaiitill !ltitllm 
through a State ba.nk .or the revenue .-., ia ueitbll' 1ln ........ _. 
expedj.ent. Experience baa shown ihat t.he tac.,... ,...., ..,521 .. 
favoonble the terms, have no$ beeo p~~niallladJ psJ Jar, ,...., til 
ma~e peUy tips; and wh.at is mo~e impe•••t~aM tllef _.. -.o••• 
to ooa,iderable delay and vexatiOD dorm. &1be Wli..- b• rtlll 
have got to be ebeerved. At each .... Uul apJIIi••• ._ Clti-l~tllli 
favov of some Governmen\ eubolfliMta _. ~ - ..., ... ..,. 
stl\i•· Further, iheee ~wo Acta are more • 
and ~ intended for tho reUef of...._ a ••,:tl~~~-.. ~i-~·· 
do not provide UJ.e "Qla.ohiJ)8'C'J for taM 
r~menu 0,. uorDlal ..._ 1 _.. ••MiDiiill 
... tile reqairaaeJatltl .. ···•' -' 
lel'ftODI.&ti Lhe -~ .. 
I'JQ~ proM iJnlt~ .... J ....... 



an immense addition to the army of State officials and dependantb. 
and it ia more than probable that when, wide spread default in repay
ment becomes general sooner or later, _the State mnst either write 
off ita loan or be prepared to face the odiu~ of sellihg up ita peasantry 
when it will be held up to public execration. So long as people 

-consider Government as a benevolent creditor it is difficult to make 
them regard their indebtedness to it in J;he same light as they do 
when they are indebted to an usurious ~uaha.jan or ' subject to the 
moral suasion of their fellows as in the co-operative society'. Further, 
it cannot hope to foster or develop mut'l:lal help or discipline and 
educative influence and to provide that economic instruction which 
is so necessary. 

Direct financing 11y Government on ·any lal'ge sca!e · will kill 
private enterprise nndmay not ultima.tely be to the good of the ·country. 
Government may step in to meet any emergency as a tempora;y 
measure, and any scheme of reconstruction adopted by them should be 
such that it can withdraw from the field as soon aa tho em"rgency 
ceases to exist and hand over the machinery to private enterprise. 

57. Need for an attempt to save co-ope·,·ation-sol1ndness of co
operative p1·inciple.-What t.hen is the alternative? No critic of the 
movement in Orissa may po~ ~ i .hly suggest that it can be expected to 
provide under present conditions the· normal credit requirements 
of agricul.ture. I, however, desire that an attempt may yet be made 
to reconstruct the movement. The co-operative idea· is admittedly 
sound though in the application of it, we have not been altogethe~r 
successful. It is needless to say that it has been universally recog
nised to be the best means ·yet discovered to assist the agric11lturist. • 
It is easy for one who has seen the movement i!J. its present diffi
culties in Orissa to say that it baa failed and that as one of tho 
memb<!rs of a district committee very frankly stated, it should be 
scraped. The co-operative idea has don~ much to -improve the 
economic condition of the agriculturists in other countries and in 
many Indian Pro':inces and to smne extent eve!l in Orissa, Co
operation is not merely the provision of adequate credit facilities 
but it means much wore t.han that; it is intended to · develop the 
spirit of self-help which is .the ·key-stone of all human endeavour 
and the will for bettor things which is the main spring of progress 
ond having ruled out the alternatives for reasons already set forth, 
I would prefer giving co-operation in Orissa a chance in order• not 
Qn)y to provide for the supply of ordinary credit requirements of the 
peuantry, in howeve~ limited a <legree, l??t ~lao as indicated :above 
to keep the mah·ajan under control and ma1ntan1 the rates of interest 
at a competitive level. 

18. A State-aided Pro.,incial Co-operati-ve Bank suggesled._:_If 
ahe,.,.operative movement in Orisaa is, as suggested, to be given a 
... the queaiio~ arises as to who will supply the necessary funds 
t .. ptl1t4i for JQeeting the 11eeds of members of"the existing societies. 'Dl' 
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55. Alttmotiflea to the ~~~pmg of t"- ...oii;ailt AI 
lc"der.-The quea*ion is if the mahajan caD 1»e'JJff • he II..._.. 
!ieraping of the movement: It may to some ~ 1Je .,_bJe- • 
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are .very high in Orissa and are an anachronism and u DO Qo9'8'11melli 
claiming to govern on modern lines seem-jus•Uied iD an a&titude of 
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through a State bank .or the revenue ...... D ..... ma'lilllbllt ... 
e~pedj.ent. Experience baa shown that. t.he fiiC_.. ,.-,..., .. n u • 
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&D immenae add1tion t<> the army of State officials and dependants, 
and 1' i1 more than probable that when, wide spread default in repay
ment becomes general sooner or later, the State mtlst either write 
off ita loan or be prepared to fa.ee the odiu~ of eellihg up its peasantry 
when it will be held up to public execration. So long as people 

- cons1der Government as a benevolent creditor it is difficult to make 
them regard their indebtedness to it in j;he same light as they do 
when they are indebted to an usurious ~na1zafat1 or ' subject to the 
moral suasion of their fellows as in the co..,operative society'. Further, 
it cannbt hope to foster or develop mut':lal help or discipline and 
educative influence and to provide that economic instruction which 
is so necessary. 

Direct financing .,Y Govel'nment on ·any large sca~e · will kill 
private enterprise and may not ultimately be to the good of the country. 
Government may step in to meet any emergency as a tempora;y 
measure, and any scheme of reconstruction adopted by them should be 
such that it can ·withdraw from the field as soon ae tho emergency 
ceases to exist and hand over the machinery to private enterprise. 

57. Need for an att.em7Jt to save co-operation-soundness of co
operatir'C principle.-What then is the alternative? No critic of the 
mo'\ ement in Orissa may pOB?ibly suggest thnt it can be expected to 
provide under present conditions the· nor1nal credit requirements 
of agriculture. I, however, desire that an attempt may yet be made 
to reconstruct the movement. The co-operative idea is admittedlv 
sound though in the application of it, we have not been ultogethe'r 
successful. It is needless to say that it bns been universa1ly recog
nisPd to be the best means ·yet discovered to assist the agric~lturist. • 
It ia easy for one who bas .seen the 1novement in its present diffi
culties in Orissa to say that it has failed and tbnt. as one of tho 
members of a district committee very frankly stated, it should be 
acraped. The co-operative idea bas done much to :improve the 
economic condition of the agriculturists in other countries and in 
many Indian Provinces and to some extent eve? in Orissa1 Co
operation is not merely the provision of adequate credit facilitie~ 
but it means much more than that; it is intended to develop the 
spirit of self-help whi cb is the key-stone of all human endeavour 
and \he will for better things which is the main spring of prOjp'eM 
oDd haviug ruled out the alternatives for reasons aJready set 'Corth, 
I 'WCJUld prefer giving co-operation in Orissa a chance in orde~ not 
enly ~ provide for the supply of ordinary credit requirements at tbJt 
pHN"ky, in howeve! limited a degree, but also as indicated atMtte 
io keep the mah·ajan under control and maintain the rates of iDtel"Hl 
a\ a competitive level. . 

18 A State-aided Prot1incial Co-operatne Ba·uk suggest 1111• J1 
...,_.,,.ra~ive Dl()vement in Orin& is, &a suggested, to be g~ • 
_,.11111 tlae queeiion ariaea aa to who will supply the necessary f.r..a. 
-•••• for JDMtlnc tee SlMda of members of,..the existing societlle .. • 
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hqu.dation. lti ma), Luwe\tr, be possible in Orissa to reconstruct ( 
the o ement on line which may ofl'er hopes of future success, anJ 
1 am, t hercfore, btrongl) of opin10n, that the provincial bank should 
fun· twn all O\ er the pro' ince and lend the primary societies direct. 
I h H ll"ln.de this recommendation much against my convictions; 
r wa& one of those who, along with others, felt in the .early days o[ 
the Jnovement in l\fadras that the l\iadras Central Urban Bank 
t thf> I>rovincial Bank) could not satisfactorily function all over· the 
provmce ·and, therefore,' formulated measures for the creat1on of 
dist:rict co-operative central banks. The .reason was that I along 
'\\Jth other co-operators realised that a financing bank should not be 
unwieldy but should be in touch with its ·qebtor-societie.s ns far JHI 

f'ircomst nces permittod. Further, central tanks are not inier
mcdiarie6 between the provinCial bank and prima1·y societies, as ib 
sometimes thought in some qua.rters but independent units loosely 
connected v. ith the provincial bank for certain p arposes. 'The btllk 
of the money of central banks is obtained, as was the case in Orisen 
too, from local sources. I have given my very anxious considera-
tion to all o. pects of the situation in Oriss11 and feel. convinced tliat 
un r pre~ nt conditions there is no alternative other than the 
formation of a proviucial 1:-'lnk directly financing primars societies. 
And until, a:! already slated, t~he co_nfidence of t.he investing -public 

. is restored by placing the m~..·~ ement once again on a sound footing, 
(,overnrnent should, iu my opinion, help the provincial bank with 
fu ..J • As the provincial bank gradually receives deposits on account 
t f the re tored confidence of the dcposit01s, Government may 
•ttndraw their financial assistance. 

59. Oonside·ration of the pos ible objecfiofLS to the proposed prm:t:1t
t al bank: its essential features stated.- Objection may be tnkeu to the 
~on itution of one financing bank for the whole of Orissa. The di:fficul-

a, howeyer, incidental to the administration of the bank over a vast 
are:a can be n1ei, as w.dl be shown in the next chapter, by the constitt:· 
ten of branches, at th" beadqtULltors of the existing central banks. 
\Vhen the central banks get out of the present financial mo1a-ss an<1 
their reconstruction becomes possible, ti.e branches will disap1Jear, and 
the central banks will take their place. 

The second objection may be to the State aid proposed to be given 
to the prov1ncial bank. Enough hoe been stated to justify f.l\lCb help 

be extrew 1) d1tlicult conditionE in which the movement in Orissa 
ds 1kelf. 

• :tM ~r.d obJe.ctio.Jl m~ty be to lihe coJl9titJ.ItlOn of the bank but in 
__.. of the ct,ase a'(l official element pn t4~ management of the 

_.. lllf).Ql.ioat.esl b~ Government is essential; by reason of its financial 
~ fih• bauk, Government must hRve some controlling influence in 
~JUent. This control will be temporary and will diaaprear ns 

vernmeni w1thdrawR Its fmancial Afls-istance to the bank. 
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time when threugh a· process of proper education and 
instruction, they be depended upon to atten.d to the 
business themselves ; · · 

(tit) the appointment of au indcpen"dent agency for the examina • 
tion consideration and sanction of loans applied for 
without befng subject to the influence·· which the ~e~o
cratic constitution of the central banks and soc1et1es 
permitted all along; . and 

(i11) the flexibility of the constitution of the Provincial .Bank 
eo as to permit easy transfer o.f. the entire management of 
the bank to non-official hands ~n due time. . 

In other words, the co-operativ" organisation is utilised for the 
necessary purpose of knowing the condition of villagers. The machinery 
tha.t considers and sanctious the loans will be so altered ! s t) keep it, 
as far as human ingenuity can devise, out of the influenc s 10 which a 
democratically elected cxecuti ve of a central bank is generally sn bject ·or 
accustomei. I crnphasise these aspects here, because they constitute 
the essential features of the coust tution of the p. oposed Provincial 
Bank and it should be viewed a~ainst this background. I do not pr~>,lend 
to say t1zat the constitution of tltl' proposed P1oViJ,cial Ba,,k and tltf· pla11 
of work suggested for· ad1 .nt_io,.t blJ primary soc;, tits are l1as£d upon 
principles of c0-0J>Cration. As I have already said, there can be no 
genuine co-operative societies till the villagers deve1op the spirit of 
co-operation among themselves. Till that stage is reachf'd we cannot 
ignore the principles or sound banking bnsines!~. The object of the plan 
auggested is nt once to· ensure sound banking business and develop as 
quickly as possible co-operative api1 it amongst the members of societies. 

60. Di!Jicult.ies oj.immecliale -reconstructiot~ of ~he exisUng central 
banks in North Orissa--illexpediency oj liquidation.-! have ruled out 
the present central banks as being unsuitable for the distributiOn of 
loans to societies in the itur.ilediate future and I may then address myself 
to a consideration of their position in the scheme of the reconstruction 
of the movement. I do not for obvious resons propose their liquidati9n 
and I do not think that even the depositors desire this. The reason is 
simple, Liquidation does not result in the speedy recovery of the 
overdues as past experience has shown. Further, the liquidation of the 
central banks will in effect mean tlie liquidation of a large number of 
100ietiea. Wholesale liquhl~tion will surely have a demoralising effect 
upon the countryside; a good many merubers ... ill lose their lands ; 'and 
tbia is not at all exp~dient. Tb.n winding up of the banks is not, there
fore. practioal politics. It is true that most of th<> banks in North Orissa 
are uadergoing voluntary liquidation; as things stand at presrnt, the 
oolleoUona. effected from socictis .arc, after meeting the costs of manage· 
ment, paid off to the depositors in some mannl\r or other drcided upoh 
by t.he board of directors of the hanks concerned. Neveithc>lcss it is 
be**- to allow them to continu~ to exist until they cnn come out from 
~present difficulties. " . . ; 
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noticeable not only in 01·issa. but generally even 
I may here invite the attention of Government to .-a• of the Indian Central Banking .Enquiry Committee. OJ.\ 

s,_king of the ultimate relations of the Government t o 
...... I .. mOTement, the Confmittee have stated as follow::;=-+-1.-. Govemor of the Imperial Bank of India. has stu ted in 

• ~ the credit which -the co-operative movement enjoy.s 
.._. -...y IQ&rlr.et i& chie1fy based on the connectio!l o( Governnr<!llt · 

--~-.. llaQY8ID8Bt. and the implications of that connection have not. 
'- .. he lmo,., been clearly defined-on the whole, the position. -is 
j rr.naat~ly. the Government does no"t at present assume an~· . 
,.1 reapon!tibility in case of failure of any co-operative organisation . 

e doom~Df~Jld that when the movement 1·equires State dd in Rll,\' 

es~ cnreumstances as in the case of Central Provinces · anil 
BanDit iD the past, it sbouid continue to render s11ch assistance as ma~· 

i&r opinion be necessary. But in the interests of -the general 
.ad to encourage self-help and self reliance· in the co·

'-•lb.~.tb•'zalves, we would suggest that the State· aid should he of 
sufficient to enable the Eocieties to tide over the 

••ilJ'~, ~--H yet another reasOn why Government help is desirabhi. 
which the central banks are at present tr' ing to pay o.ff 

Mlidli W.ld take .. ,ery, very long time to diseharge their 
1\.11ly. So long as 'the deposits have not 

loq it difficult to restore the confidence of the 
f 'IIIIIIUJIQG sa .. Uy in the movement or even in the proposed 

The sooner the wound is healed up and the memories 
- t••-loJiotten, the better it is for the movement as well. as 

If tlae past memories are not obliterated by ready 
•••~ deposita, the work of reconstruction however ,.L will be •mewhat difficult. Thus precedents in 
~ el IDdia, popular belief in Orissa, authoritative 

•• and the need to bury the dead past are all in 
belpina aentra.l banka in their present ~ifl:l-

.-.. ~'iflth.h matured deposita. 

.. 





loS 
II Government decide to give the bank:; htlp iu either of the 

w ys suggested above, eYen then, I think, the management of the banks 
should be taken over by the P1·o,7incinl Bank for such period u.a i:; 
necessary to put the primary societies in order and o ll f:resh finances to 
societies should be made by the Provincial Bank. 

62. Tltc last a.llenzative-rateable payment oj depu~ it~ fru m 
r cGveries.- If Govornweut cannot see their way to help the banks iu 
e1ther of the wn~·s pointed out, the only alternative for the banks is t o 
continue to collect as hithert;o their arrears from so~ieties and pay off 
deposits in 1n"tahnents in cou1·se of time. But t,heu Government 
muGt be prep..tred to make available for tho banhs an eflicient staff for 
the recovery of their assctli and payment of their liabilitiea. I refer to 
he details of the staff necessary in the fo.Jowing chapter re~nting to the 

I ro,·inc-inl Bank. My point is to emphasise that any deficit in the cost 
oi the 11taff needed for this puq:ose n1ust be borne by Government. 
They have a moral obligation towards the rlepositor r, and must, 
therefore, help them in getting back their deposits; the depositors have 
long associated Government with the management of co-operative 
motltutions rightly or wrongly, and for reasons already set forth Govern~ 
went nmst hasten to help the banks and the depositors. Government 
(;Rnnot disclaim their moral re1:1ronsibility in the tLattcr with any show 
of justification. If Govern 11 • ~-'' t decj de on this alternative, it is incum
bent on them and on tLe Hegistrar to take the depositors into 
confidence nnd to clearly explam to them the present position of the 
central banks and all the issues invoh·ed. It should be made CYident 
to them that the borrowers of primary £ocieties, for reasons which 
have already been detailed, are definitely unable to repay their debte 
n1 full, that the) are in urgent need of help and that after due enquiry 
tl e entire accumulated interest shall have to be wiped off and the 
pr1ncipnl outstanding scaled down so as to be within their :t;epaying 
( apncitv. Th1s process will surely affect the investments p-f the banks 
nnd, theteforo, the deposits lodged with them. · The depositors may 
forego all interest--outstanding and acnrued. I met a number of 
depositorti and spoke to them and the impression I gathered from them 
is that the) will n<.t be averse to foregoing the accumulated interest on 
tlH: ir depo~its and that the) will agree to receive the deposit (princi
pal) amount in instalments with n reasonable rate of interest in future. 
It ahuuld be made clenr to the depositors that if the members are not 
gi,·en the concessions which their present difficulties warrant, the result 
will be that the position may get more desperate, and the concessions 
which may now gracefully .be given by the banks will be wrenched from 
them ultimately. It is, therefore, both prudent and expedient for the 
depoait.ors to face the facts and to agree to forego, at some personal 
eacnloe, all accumulated interest. Whatever collections are effected 
Ill f11Ure should be rateably distributed to all depositors in proportion 
to~ k>t.al amount of deposits held by them irrespective of whether the 
~tl held by them have matured or not. The payments should be 
stu periodioaJly as soon as collections made ~ustify the distribution of 
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o the ProVIncial Bank will, Ut; the 'C.t•-officio becretary of the c~uh·a.l 
bank .. 1Je empowereu to reco\•er loans from societies and repay 
the liabilities iu such manner and subject to such condition~ as the 
Provincial Bank may prescribe from. time to time. 

The temporary transfer of the management of a central bank to 
the Provincial Bank may also be effected in another way. I am sug
gesting o..n amendment to section 41 of the Bihar and Orissa Co-opera
tive Societies Act in another connection, and_ that portion of t he 
amen~n1ent relating to the supersession of o. central bank will be as 
folio" s : " If any central bank fails to pa)~ its creditors their dues for 

period of six months after they became due for payment, or such 
UDJlaid dues at any time be equal to one-tenth of its totRl •liabilities, 
Gover.nment may by order in writing, after giving_ th"' ma~aging 
committee of the bank concerned an opportunity to state its o~jections, 
if any, dt sohe the managing committee and appoint a suitable person or 
per ons to manage the affairs of the bank for such period ul-5 Govern
ment may fix from tune to time." Such person or pc.rsons shall 
Jm,e ll the po'\\ ers of the Bank under its by-laws Tliis amendment will 
enable Government to hand over to the Provincial Bank tbe management 
of any central bank which is in difficulties. 

6.J. Trausfa of assets l/lu~' .zbtlities of central bauk~ in tlz e 'Bihar ami 
Omu;a Prof'illcial C'o-opcrat' L: ,. fa11k.-According to my proposals the 
new Provincial Bank acts only as the agent of the central banks for 
the purpo e of collecting their assetb nd paying off their liabilities. 
The question of t1·ansfer of the assets and the liabilities of these centrnl 

nnks in the J ,ihar and Orissa Provincial Co-ope1·a tive Bank does not there· 
fore arise. 'Vhatever treatment is accorded to the depositors of these 
central banks by the Orissa Provincial Bank, will be extended also 
to the Bihar and Orissa Provincial Bank. If, however, Government 
come to the help of these banks in any forin, that help will also be 
available to the Bihar and Orissa Provincial Bank. There is certainty 
about the loss which each individual oentrnl bank may sustain but 
there IS uncertaintv as to the extent of such loss. ln the c'ircum-
tances it may not vhe possible for the new Orissa Provincial 'Bank to get 

the assets and liabilities of the central banks in the Bihar Provincial 
Bank transferred to it. If jbe depositors have to lose a portion of 
thell' money it is also fair that the Bihar and Orissa Proviucial B&h'l"k 
should also lose. 

~- An ou.tlint. of tlte future of the central bank~.-lt. may be 
Mked what the future line of development of the central banks should 
._ aUer tJaia period of tribulation. · From what I can see, this is a 
ta..-a which does not appear to me d great immediate ~· 
~ass, lma.y here indicate very briefly the lines of reorgaisn.· 
$ioa of ~e central financing agency in Ori68a. 

(i) 1 have ahead) stated that the size of the central b.llllks in 
llbiil11hl.saa is too smaD to admit of their economical administratiou. 
,._..,."'!ai:IGtion over small areas ; their transa-ctions are very limited : 
a.; -nno$ draw for their management upon e. large body of public 
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upon official support and influence. I, therefore, propose t.he climinn
tion of this element from the management of the reconstruc1te•i 

utral banks 

(av) The prebt.mt rule wh1ch requll'e':i the directors to . seek the 
permission of the Registrar for their re-election to the · hoard· afte1· 
three years, is responsible for the many allegations which were levelled 
hy a number of witnesses against departmental officers. . While this Iiule 
gives room for friction, in actual operation it has not done much. to 
help the banks in securing always effic~ent personnel. Th.ero.is no 
ound re son to fetter the discretion of the .general body in the chc1ice 

of the directors. I therefore suggest the deletion of this rule. ~,he 
Regic;trar has got under the Act enough powers of interference when 
societies or banks are mismanaged. 

(v) I find that at present a good many workin!! comm1ttees of 
central banks in North Orissa do not contain delegates representing 
societies, though they have been on the boards of management. This 
probably renders tho relations between the banks and the socie ,ies 
:rather unreal; the banks IJi~. be regarded more as an alierL body than 
an institution representati' t' .• -,f the debtor-societies, and serving tl'.eir 
1nterests. A closer assoClattuu between the banks and the societies 
through a provision of definite representation in the working 
committees of the banks is called for. 

(vi) The central banks will confine themselves to the short-ter1n 
nnd intennediate loans, which, ns has been explained in paragraph ·10, 
will be undertaken by the proposed Provincial Bank. 'l,he central 
banks will haye to take over the services of select agents of the 
Provincial Bank, who during the period of transition will be, as alrendy 
explained, ex-officio secretaries. The entire responsibility of eancti•>n· 
ing loans will be theirs, till the primary societies can be ti us ted to do 
their work on sound business basis. 

66. Tlte position of tile tu·o unb·al banks of Soutlt Or-issa it11 the 
acl•emt.-The proposals made above do not apply to the two cent:ral 
ba.nka in South Orissn. They will continue to function \lnder th•~ir 
preaeni constitution except in so far ns the 1nachinery for recommcnd
lDI ilia loans to societies is concerned. The bank inspectoifB pr?JlOBPd 
to be appointed under the schem·e will attend to the wor~t of fixing· 
oonnal credits and recommending loans because even in Sc•uth Orissa, 
I ihiDk it will take some time before the pancbayatdars of · societi~~s 
01m be ;elied upon for sanctioning loans to members; until they are 
ecl..,.ted in their duties and are made to evince a sense of re.atlOn6i· 
.JIJS\1. too much reliance cannot be placed upon the:p1. · · 

, 
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therefore, impo e upon Government any great strain . Fur h er, in 'ie"f\· 
{,f the new a@tmcy to be employed for the scrutiny, cons deratiou and 

nct1on of loans to societies ana to members and the cot 3 with which 
new loans wiD be sanctioned, there will be uo t·isk involvec to <Jovoru
ment in making the loans to the Provincial Bank. I n view of t.~e 
nature and methods of future finance to be undertak·en by the Provincial 
Bun (\ide paragraphs 69 and 70) it will not suffice if tho .>ank depend~ 
upon on]~ short-term deposits. These deposits may perh1.ps m eet t he 
requirements of short-term loaue given out to societies for periods not 
.xceeding three years But the Provincial Bank has also to undertake 

under my proposals medium-term or intermediate loan1 for periods. 
extending from four to ten years and for these the bank ca mot work · on 
the deposit basis. It Rhnll have to raise money by the fto ation of ten
y ar debentures. Owing to the formation of the proposed and mortgag~ 

for the issue of long-term mortgage loans to the 'raiya ts or owneJ:B 
of atate! for the payment of prior debts, for improvement of lands, etc., 
tb pro pact of the Provincinl Bank raising money throu1 h debentures 
nppear remote. FurLber, whereas the debentures to be floated by tho 
provi.tt.trlal land mortgage bank are to be backed up both by the mortgages 
of: la.Dd offered by the bor1:owers and tho guarantee of Go ·ernment, the 
Provincial Bank can give a Qeourity only its general nss ts. It looks,. 
therefore, doubtful if the Pr~.itincinl Bnnk can obtain m :mey necessary 
for making medium.term Jl•,md to societies. If needec , Go,·ernment 
will have to give tho bank ten-year loans in nddition to al ort-tcrm loans 
for three year . 

The maximum limit of the borrowings of the Provin ~ial Ban k may 
be fixed at ten times its pnid-up shnre capital and reserve fund. · 

Constihtliou.-The management of the Provincial Bank may vest 
Jn n Board of Directors and in an Executive Committe • formed from 
amongst the members of tho Board. 

Tho strength of the Bonrd mn.y bo fixed nt twch e nnd it may 
consist of the following members:-

(i) three representatives of individual share-h olders elected 
from amongst such of them ns hold not less than five 
shares; . • 

(li) two metubers elected by the delegates of tho central bnnks 
from nmong themselves; 

(iii) four representatives elected by ballot by tho delegates of 
pnmary societies from among themselves at the meetinns 
held at the brancbes of the Provincial Bank ; o 

(iv) two members (preferably· from amongst its responsible 
ollcers) nominated by Government ; and 

(v) the 'Registrar of Co-operative SocietiesJ Orisec,. 

b Tiew of the State aid proposed to be ,_given to the I)rovincinl 
... UDtil it CIU1 stand on ita own legs, it is necessary tht~t Govemn1en~ 
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placed before them. 'l!he opinion of the general body of the bank on 
matters brought up for consideration will be decided by a majority of 
the votes recorded e.t all the meetings of the branches. This method 
lH obtaining in some bigger co-operati\·e institutions in England ; this 
JS also in vogue in the Punjab Provincial .co-operative Bank. Tht.~ 
mdividual members may n1eet separately at t.he headquarters of the 
Provincial Bank. 'rhe representative!) of the central banks 1uay with 
advantage attend the meetings at the branches which will be opened 
t n1y at their headquarters. '!'he powers of the General Body will 
include the consideration of the annual report, audited accounts and 
balancesheets, disposal of profits, amendnient of by-laws, the fixing of 
the scale of travelling allowance payable t0 the members of toe board 
or exeoutiYe con1mittee, etc. . 

· Secntary.-Go'\;erntuent will appoint a paid secretary for the bank 
from among men having high academical R.nd comtnercial qualification~; 
and adequate experience in practical banking and co-operative training. 
l'referably an experienced officer of a joint stock compan~ may be 
appointed and given co-operative training. 'l'be pa.y of the ecretary· 
1uust be such as to attract really first-rete lllen possessing the6e· qualiti
cations; a monthly pay of Rs. 500 may not be much. I attach great 
1mportance to tbc selection of a sititable secretary, because he is, under 
my proposals, to discharge 1· ry onerous responsibilitieB; much of the 
ttuccess of the Provincial Bank and of its branches as · well as tho 
reconstruction of central banks depends upon him. He must. ·have 
ability, energy, tact, independent judgment, and driving power 'to carry 
on the entire business of the Provincial Bank, to control the agent.s in 
ohaqe of the branches, to regulate the finances of the bank, to corres
pond wilh the Registrar and Govemtnent and to keep the board and 
the executive committee informed on all matters touching the business 
of the ban,k. His po~ition requires qualities of very high order and 
I shoald, therefore, lay all the emphasis that I can command upC'n the 
need for the proper selection of the Secretary. The following may be 
'he duties of the Secretary :-

(i) to accept deposits of all kinds, subject to such conditions 
and terms n'! the executive committee may from time to 
time prescribe ; 

' . 
(ti) to dispose of all loan applications received from the branch 

agents up to the money limits fixed by the board ; .. 

(tit) tO place before . the executive committee for perui:ial ell 
applioa~iona for loans sanctioned by him ; · · 

(tt7) 
. 

to renew and direct the progrelis made in~the collection of 
onrdaea from BOCieties' to ~ central ban'ks (the manage
ment of whioh is entrnstecl to the Provincial Bank), a.nd 
LO arraJ188 lor 'he payment of the liabilities of the banks 
to their ondiiora subject to such. general instructions as 
ma7 be .. id down ; . " .. 





• 
• 

t'Gtlpi~HJ ana hJeommend loans to individual nlcl.ubers 
~ ptimary aocietiee ; 

to grange for the prompt repayment of loans by me1ubers 
,ou due dates through the aale of their produce in the 
.-nnw J;o be prescribed; 

(") to es.mine all indi"idual loans in all societies and to 
tabulate lhe results 1n the manner to be laid down in the 
scheme of reconstruction of ·primary societies ; 

(11() to effect collections of scaled 'down debts of· indivH.1ual 
me1nbers on such terws as may .be laid down;.. · 

(OU) k) flee to the proper luainteunnce of accounts in I._'eSpect of 
old loa.ns due to the centrtll banks and the new loans to 
be advanced by the Provincial Bank a;t.n4: to . n~auge for 
•he proper allocation of collections made in- accordance 
witli auch instructions as may be issued ; and · 

(INn) generally tQ develop co-operat1ve activities In the villages 
.U.~ in ilieir juriadiction. ~ 
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IAIOII--• .. members wHI not be in 
The ma11ajan to whmn 

lnlllr oa the spot will take whatever 
...,....., be hardly any margin luft to 

Y•~. uither the bank uor the 
--~~~ tnn._.,..Odll to meet the costs of their Jna~e
~-n. u.irable to ooafine the operations of the 
--~ to llhort-term loans. C011aiderations of business 

iilt ...... bU:-.t the bank aaould. undertake also the grant of 
The balk of the money required for these loans 
way of ten-year del>entures or failing it long

The Provinci•ll Bank may lend the •Jn•• nD«iDI from four to ten years (including defaults) 
~of *be loan. However efficient the ma.nage

MilliiiDilol Baak may be, the utdisa.tiou of only @bort period 
loaD8 may sooner or latt-r involve it iu 

• floaa all pointe of view desirable to avoid it. 

primary 



to bring down 'he taMit. I slJigt8t •~a& ~~,~~~~ 
Provincial Bank M 8 pel" cent. and the ldMr 
societies at 61 per om. The eooie&iee in tbeit 
members at 7l per cent. Anything higher 'lUI 
in Orissa cannot bear. 

72· Repayment of loans in kind.-ln the~ of ...a. bono,.. 
it will be better to collect their dues in kind as IOOil M tiMiir .. ate 
harvested as is the prnctice with the mahajan. Owi~ to* _,.., oaDII 
on his purse the small borrower may not be able to pay Jtie.f11M8 te tile 
society of his own accord. So pressure is neceuary to Jqllke bbD pa 
his dues as soon as the crop is harvested. It will enawe ~- tl 
produce is accepted instead of cash. This me'hod of NIJI',.l!ldil• ~ il 
is stated, successfully adopted in Burma at preaellt.. Bot I hi.•e got 
my own doubts about the otficaey of tb.ia lllethod. The trouW. 
involved in securing the produce and disposing i' of at the pro~· tnne 
will be so great that an average aoeiety cannot unde.-.e 1*. Thd 
method was attempted in Madras on a large seale but could no~ be 
successfully carried out. 11he Registnr advised •he baDb and ecie'*' 
to adopt this method by linkin~ sale societies with the 'rillap eoeleM• 
The circular issued by the Registrar on this matter JtJ embodiett ia the 
revised 'Madras Co-operath e Manual .Except in isolated piMeat tlle 
system was not adopted. However, an aMmp\ may be 'IIIIIMie _, 
introduce this system in Orissa by the new Provincial Buk. 

, 



of lhe Provincial Bank ana of the 
o~ 0,...;1a wed for Governm('nt subsidy.-'l'he 

.,.. of the eetabliehment of the Provincial Bank unci 
IIIIa Ui1l of the executiYe staB' necessary for carrying on its 

•••-'well as that of the central banks requit·es consid('Jation. 
B ta. 'tidDp&tt•le Clo expect the Provincial Bank to be self-supporting for 
II ee tilDe eome; it may not deftlop enough business in the immc
.... .. pay ita way ; and so far ae the central bunks nre con
•••• ..__ which may be realised upon the scaled down debtH 
...... ~-..may potHiibly be just enough to meet the cost of 
nsrml:~ The priacipal amount on tst~nding against societies on 
~-_.... 1987 waa about Rs. 38 lakhs. After making allowance 

.... ....._ .flllil for writing off the whole of overdue interest, it is 
JIOIIITi1ilj tllat •ltimately about Rs. 30 lakhs may be realised. Including 
f...aa ills r fll thlH may be made by the Provincial Bank from time to 
tiTDI, t.laW -D1mt ol Ba. 30 lakbs may be expected to be the normal 
IDrTtll Jilt Ja aociehee. The future rate of interest on loans to societies, be....._ iMic.ted, will be 61 per cent, while the borrowing rate of the 
Plo'ftaoial •alr or the rate that be allowed on the deposits of central 
...,.1riD be 8 per cent. Thus there will be a margin of 3! per cent 

tie bank , and- .Bs. 80 lakha will yield an income of about 
The COli of e&Ciablishment of the central banks alone, Le., 

i'lOID•lO llt!*'•ll"ie•, tile' indoor staff and bank inspectors, will be 
... .._,..,MtWratJie 'he cost of management of both the central 

Bank may be roughly Bs. 1,30,000. The 
the Government; else, the work of reconstruc .. 



AGRIOULTU AL 90C~IBftllk' 

74. Recon1tnu:t on oJ agricul ural 
cult H t f the pt'Oblem.-1 wa.y now proceed \o 4111•11 
of reconatruct1on of prima.q ogricultural Oledit .. tiel • n~if•• 
to repeat here the present financia.l condition of.~ ICP' ttia 11M 
already ~en detailed in Chapter III 1.hat a IB&JGI' ~ ltf .....,_.. 
loaus have long become definitely frozen and the p.O..'.a aMI s~ 
the loans ig nt once most difficult aud compli.:atecl. B .... "-' zua 
of them arc dormaut and hardly any of t.he "livillc" IUdlaiee • rnMr 
functioning ; they are undergoing pract•eally volaa&uy .idrt • aa4 
left to themselves, they w~y die a voluntary dath ia • ,._ _. Jean. 
Reconstruction under such conditions may be exkemelJ .t•n» UMl 
disheartening but I cannot for reasoua already set forth OIDDte"Jinlr• 
winding up uf the mo' ement and the suffering wbicll. • bri• 
wake to lnrgl' numbers of rural households in North O.U... DltiM 
the difficulties, therefore, the work of raconstrucUo& .- -M tMIID wp 
q nickly and the present mood of suspended animatiun __..._ 
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socieL\ und his OVCt"dues (both principal and interest) may be so scaled 
down as to enable him to repay the amount over ·a · series of ye~rs. 
Partial relief in respect of overdue interest may be given in one or more 
of the following ways:-

(i) Interest on all outstanding loans may be collected at a low 1·ate 
of interest (eay, 6.1 per cent) from the last date of pa)'• 
ment. • ' 

• 0 

(iiJ rnterest on ou Lstnnding loans may be charged for "the last . 
three 'years at a ..low rato. . ' . 

(iti) All outstanding loans, may, in future, bear a ratE. of interest 
sufficient to leave a nun·gin for societies to meet their 
interest charges to the hank and their working expen~ 
ses. 

( w) In case of difficulties of payment Ly u1.embers ot the 1nte~·~:st 
so. reduced, it m0oy be made payable over a ~cries of years. 

The question h; whether suuh a reduction or partial remissiOn of · · 
ovord ues will meet t.hc .requirements of the situation. 'l'he interest 
overdues n-re, in sollle cases, "' ('leurly heavier than overdue principnl 
~tnd t..he repaying powet· of . .tl1e borrowers so limited that I am a.fra1d 
wbetbe1· such partinlromiBsiou \\ill prove effec.tivo in the reconstruction 
of societies .. It seems to me that the situation calls for maximum. 
reliof thnt is possible uuder tho circulllstu.nces. · · 

. Tho second method is oue of detailed examination of all individ~a.l 
loal1B in societies and their ·classification iuto good, rlonhtful ana bad 
loans according to t.be se'!urity offered for them and the circumstances 
of etch individual borrower and the writing off, nfter such examination, 
of all bad or irrecovorable,llebts or portions of debt including oyerdue 
intt'rest. This is the fair method that can · be adopted but .it is 
bound to be prolonged and the interval that should elapse between now 
and tho completwn of the enquiry Inay possibly intensify the sense of 
dnspair that now prevails amongst members and prejudice "the chances of 
recovery. 

The third and the si111plo method is to face facts boldly and to 
remit the entire overdue interest or a substantial portion of it, indepen
dently of i~dividual examination of loans. I prefer this course Id"r more 
than one reason. ~'irstly, as I have stated, during my tours in North 
OrlBSa, l ~as appronch.ed b)'. hundre.ds of poverty-stricken members of 
village societies with .requests for remission of all overdue interest. 
There is a strong and persistent demand fCir help. Their impatience and 
anxiety ore understand"able but the gravity of tho situation cannot be· 
minimised. It is, therefore, wise and expedient to appreciate the 
situa.tlon and try to meet it in a. generous manner. Sec:ondly, central . 
~8 bad to pny their creditors a little over Rs 2 lakhs towards 
interest. r have already suggested that the <.-"l'editors of banks might• 

• 
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7t3. Detailed c.ram,ination of lite finaHcial110sitio11 of ,o;ocieti..es awl 
;{ individual loans.-Tbe next step in the work of reconstruction is a 
detailed examination of the financial -eosition of societ.ies and of their 
members with reference to their present asets and liabilities and the 
det-ermination of the future line of actiOn. As exhaustive enqniry will 
have to be undertaken into all loans outstanding ngntnst individual 
members in each society through the bank inspectm·s under the control 
nnd direction of the hraneh agents of the Provincial Bunk. 'Vhe.re the 
work is found heavy the Assistant Hegistrnr of the circle concerned 
may shnre the work with the agent. '.rhe . inspectors will gather the 
iuformation required n1 prescribed forms; they will not, of course, 
have indcpend~nt pnwers of action. They will collect anq supply 
ne<'es£3nry data on which fUI·ther action will be based. The exan1ination 
llHt} be somewhat on the following lines. Every loan in every society 
hall bt> exomined with a view to ascortain whether it is adequately 

secured and whether action should be takeu at once to collect it or 
tiJne can be gi"'cn to f'!nn.hl ·the horrower to repay it of his own accord. 
For this purpo e a classification of horrowe:rs mn) he made somewhat 

r llo \ 

(r} Those ~hose lottnA Rtand ou good oecurtty uud con be expec· 
ted to pay on.t y1' income wi~hin the period to be fixed. 

(rr) Those whose loau& stand on inadequate security but ~,ho can 
give and are willing to give additional security, aL,l who 
can pay out of income within the period to be exten• 
ded; 

(ii1) ']'hose against whom action should be taken at once either 
on account of t.heir inability to pay out of income or on 
account of their inability to give additional security or 
for '~ilful default or for other reasons. 

'\\'hen it i!:i not possible to reconstrucl;, the question of SU}Jersession 
of tlw pancha,at hy entrusting tbf management to a competenf t~erson 
through an amendment of it.s by-laws on the following lines may be 
CODBlflercd · 

"\\'henever it i~ found t.hat the panchayat elected under the 
by-lnws does not function properly, the general body may, 
for a specified period or periods, place the management of 
the society in the hands of n singJe person appointed by 
them from among themselves or outsiders. The appoint
ment shaH, however, be subject to the \7eto of tho Provin
cial Rank nnd the man ~ppointed may be removed by the 
Provincial Bank at an, time. The person so appointe(i 
shall be ('fllled the mannger and he shn.lJ hn ve all t.he 
powers of the pnnchayat under the by-laws. His powers 
shall, however, be restricted in the following matters to 
aucb as are nece~~an to sa.feguftrd and recover the assetH 



(1) adm188IOD of me•-..., 
(2) allotment of abare. 1Jo ~It 
(3) borrowmg money, and 
(4) grant of loans to memben. 



ita -. ~ 16 Jears, 
.,......,. a period extending 

IIJiicient. In any et.ae, 
lf3•rll may meet the require

-lrlo..'•-· ~paying capacity for 
.,___..iJiill;.tt.~•~ber due allowance ""Miiat.__._._,c.._ the member and his 

M fllt)IIBent of rent or 
towarda -otttaide debta, etc., so that he 
.repayment ol the &DDoal instalments 

de.irable tO~ p_eniODal securities 
_·,WII.N , the tdai,.s alrGoltt be backed 11 p by 

., interest ehargecl on debts may not 

~-14--lilll]l«JJa> ii may not be poaaible to save 
Do ohaaoe of improving their 

•z~.'-•.t "llftYJDe&~ of *he scaled down · 
~·~~~-~.c~...-• aiepa will have te be t.&kell 

aDd NOO'Yer the amounts to the 
-~-- • _,.d the member removed 





129 

IW&tem has ~en nppli£fd no1 onl.' to the defaulters who wl=!re (}isposs~'\
sed of their lands through execution proceedings but to other oiember.a 
"ho woulrl llnYP lost the1r landf:i if coercive action had neen. taken. 
\\'}l(:l'C\01 po wl1lc, ~auch of thC' nH'mbPrs as may agree to repay ;their 
drbts ncco~ding to the iu!:ltalmcnts fixed may be asked to ·snrrendex 
thdr latld':\ to the societ\~ l)ll the hire-purchase system so as to - induce 
m them a sense of reRponsibility and gradually to enable them to 
tl1scharge their obljgations to the societies. It is stated that the work
·ing of the scheme in Burma ha6 so fnr been successful and if the 
members of so.cicties nre properly approached 11nd tactfully handletl 
there is no rea!';on "vhy they way not be f1ersuaded to agree to -sii:niJnr 
nrrailgements bemg made in North 0 riBEt1. Difficulties may arise in 
portion of North Oris~a such ns Augul oi.- Sambalpur but suitable 
legislation may be undertaken permitting transfer or mortgtige pf lu.ud
to co-operative 60CletieB for the debt.s _dqe from members. 

80. RcpaJJment of in falment in k'nd,!- 1\fembers may he induced 
to re.pay the instalments of the Jonns as far as possible in kind. The 
agents of the branches of the Pro'vincinl Bank (who will be the ex-officio 
secretaries of the central banks) will ha,ve to make necessary arrange
ments through the l-ank inspectors to get. at least sueh quantity of. 
produce of the borrowers aa may he enough for the payment of the 
instah'n~ntA This met.bod rJ repayment in kind may also be attempted 
when fresh lo{lns are given to societies by· the Provincial Bunk as 
already stated. Thus the rent purchnse system coupled with the 
repayweu.t of lo.m~::J in kind will induce the borrowers to be punctual in 
respect of their obligations to societies. It is possible that when 
arrangements a1e made for the joint sale of the produce of the members 
they 'Dny get a little more than the price which they may inaividuu.lly 
be able to obtain from the merchants or-brokers. Thig it>, however, 
Jnoidental. 

81. N ud for jresl! lr.,awrs to societies and members.-It i11 a.lso 
neceaary to. see that the future 1·epaymcnt of the lonn is rendered · 
eaaier by the p:rovision of adequate margin of income to the n1ewbers. 
Jf they will have to go to the ma.ltajaiz. again for fresh mouey advances 
.for cultivation nnd ngrioultura.l expenses. they will have to pay very 
high rates of interest, and this will at once substantially reduce their 
repaying capacity and greatly prejudice prompt Tepayment. The 
cb&DCe& of the success of reconstruction will be materially affected. 
Further, it is equally necessary to terminat6 the present stagnation 
and to regain the confiden"ce of the rural folk in the effieaoy of societies 
u au agenoy for the provision of reasonable credit. It is then 
_ _.. that freah loa.Df3 should be. given on so:und lines to the deserY
lDI ..-ben of wcieties. in the eo11rse of the detailed examination 
of individual loans, a list may b&' made out of ,members who are tit 
b ~P- ,.and who can be ti:Utecl with new loa~, subject, of oourse, to 
~ other conditions such- as security, income, repaying 
t.....CO:. 1fhi1 FJ..l surely help the proeess of recovery of old loans 

_.,.., that no$hifli else can. . ... . 

t 





131 

The liability of a member on the rolls of the society on the 
80th June 1938 shall not extend to any debt or . 
liability of the aooiety incurred on or after 1st July !938 
unless such member borrows from the society after 
30th June 1938. 

The loases, if aJJ.y, wpich. the society may incur in respect 
of moneys lent to membeis prior to 1st July l93ts 
shall not affect in any manner a person who becomes 

. a creditor of the society on or after that ~ date· in 
respect of amounts · lent on. or after the said date •• 

After the instalments of the old loans have been spread over 
'bey will all be treated septtrntely and entered jn sepatate ledge1·s; 
all collections made towards the · loans will be sent intact to the 
oantral bank concerned. All new loans will be entered in separate 
books of accounts and . collections made in respect of these loans 
will be remitted to the Provincial Bank through its branch having 
jurisdiction over the societies concru·ned. 

84. Procedure in •reyard to thn sanction oj ·new loa.n, the role 
of till! societies, bat,k i'll.spccto?·s and the Provincial Bank.-The new 
loans may be ~iven to the existing societies only after satisfactory 
arra~ementa have been Ul,o.de for securing · and r~eovering the 
existing debt& in the manner already detailed. 'l,he normal credit 
of each 4eserving individual member should be carefully fixed 
after thorough in' estigation of his assets . and liabilities, income, 
repayiug capacity, etc. The investigation in connection with the 
fixiDtJ of individual normal credit abould be begun sufficiently early 
(&ay in the third quarter of each year) and completed in the lest 
quarter before the agricultural season begins. This is one of the 
impol'W.Qt duties of the bank inspectors to be appointed by the 
ProTincfal Bank. 'l'hey will conduct necessary enquiries, formulate 
t.he N&Ulk ip suitable loan application forms to be prescribed, 
aatialy themselves that the members are credit-worthy and have 
tot adequate repaying capacity and that the loans asked for are for 
pcoc~..-ve pupoaes an.d e&n be given. The inspectors · will place 
U18 IONl applia.~on before the general body of · membe!-s who will 

.eonlij• .ab oaee aDd 1'8Cord their opinion on it. The consideration, a.... a.ad *be exprMSion of opinions on the applications should 
lie 10 publicly ae to coDButute itself a course ill 00· 

.aaae&ion of meaben.: The applications will ~hen be 
.. ,.. ...... to the ProviDoial Bmk ihrough ita · braneh agent. Tile 

ol'ellit will be · -.fully sCl"Utiniaed by the Aleie.-
of the Bank who will be qualified by his 

--.4iu0118 and runJ economics. The 
IIOao~ limiN of botb individual 
...oh mOallcatioDB or alt~tions ~a may 
11r111110e· to thlt cil'cumata~ of each 

iitiiW."--~ _. .. credit., will be the ma:dmu114 

I • 
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1m ought to be to gi\e the mernhcrs the bulk of the advances 
onl~ for short-tern1 agricultural pUI·pose:>. The- nol'mal .credits should 
lt.. b ... cd, u alJT::td'r stated, upon n very thorough and careful estimate 
of the Income of borro~ en;, m preocnbed forms. In arriving . d.t their 
mc me, 't IS better to take the a\ ernge fot· at least three years and 
the margin of the income o.vaJlnhle for the payment of the instal
ment of the no"" loan taken should be arrived at, after taking iuto 

~.:ount their rcqmrcmcnts m re!-3pect of the muintennnc of their 
fa• Jill('s, p~.t) rncnt of rE:nt and any outside debts. or the mstnl
m nts of the &calc i down d('bt due to societies. After approval of 
the normal credit~ b~ he Pro\ incial Bank, the bonowers will execute 
l bonds, one to co' er the short-term loti us which mny be taken 
b th m 111 the course of the year and n cot1tinning mortgage bond 
for mt 1 1edwtr loans 1'he second bono wiJI be more or less of 
n 1 uuanent chaiactet· nnd v. ill pre\ ent the need for frequent 
reg1 tratwn The members J.uay draw money at inte1·vnls whenever 
rcqu1red m the cottrae of the yenr up-to the norma] credit sanctioned 
h\ the l'ro mcinl Bnuk. Go\ernment auditors will, as explained in 
I r "~'raph H7, check the normal creditH Ill the course of thq, audit or 
account of societies. · 

The Bank In J ctors Ulfi.), whene\el' possible, be present a t the 
tun of d1 h u ing loans, b11 r • 1 ere this is found d ifilcuh, the group 
clerks, if art), of the societlf ·· , ,ncerned may be present along with 
u 1 omment member of a neighbouring society if his services can be 
ccur d ... "o loan shall, n general rule, be given for payment of 

prio debt or ptll cbnso of Jnnd or other long-term purposes, which 
ar , ns already stnkd, be) ond the scope of the village credit societies. 

b6. Frn· nat '?n of nerr ocietics in 7.tnlappe£l c~;reas on 80ttnd li'JH s;__ 
pla z. of actwn. ~The methods of reorganismg the societies on the 
1 n ~ md1cntod P rc not strictly co-operative but the peculiar condi-
wn obtainmg m North Or1 u are the only justification for the 

uwde of action •mthneu. In fuJness of time, it ias possible- that the 
prunnr.) socictte~ n.an\ become reuJly co-operative. In the meanwhile, 
ho~e-..et, I would suggt>t.t starting genuine co-operative societies in 
re ""h1Ch h~\c not Leen tapped so fnr. From the figures furnished 

b' the As 1 t wt Be.gibtro.I , It 1s seen that there are yet many 
'1lln.ges wh1ch nr( not ut present covered by societies. r.rhe follow
lUg rc 01ue nppr •xuuate figure supplied QY the Assistant Registrars: 

Nam of eire (,( A 1 taLt 
Rcg1 tro.r. 

1. Cuttack 
2 Pun 
3. SambalhUJ 
4: GanJnm (mcludmg h raput 

ngenc J. 

No. of villngcs whioh uo not 
contain co-opcmti"c; sooictics. 

3,.~50 
3,136 
5,145 

11,_454 

But (r u1 all 1 1lll t of '· C\\, 1 t 1to bett r to confine new regi -
'rat on t uunual or vrotecteJ tractb (I.e., t~ thvse tracts which ar6 





of -.cia of iheee new societies M well as the existing 
--~ to Induce fl'lery member to save at least as mllch ••t for hia current needs in. a normal year which he 

Ilia eeoiety with a view to borrow it when a need 
~ .....,., the loan when he gets his harvest. 

Jl8edllttNow.-I may refer to a few miscellaneous 
R~llrilillla 1;1p for clilcuHion during my visits to societiea ••lOme ol-tJ . ..anderatanding appears necessary. 
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bu ine , It does not affect the marbin. Supposing a society· which 
mvc ted its res rve fund outside its business or suffers a loss, e\:en 
then the reserve fund automatically disappear~ to that extent. One 
may show in the balance e;heet that there is a reserve fund and a 
loss (till this loss is recouped) but the fact is that the reserve fund 
has been reduced to the extent of the loss. 

If It 16, however, argued thnt from n business point of view, 
some proportion of the working capital- of a society shoulrl be put 
in sound outside Investment, this is understandable. All sount1 busi
ness concerns do this. 'l'he pl"oportion of the working capital to be 
80 lllVested will not necessarily be the ex.tent of the l"CServe fund 
al nf". The hm1t of reserve fund bas no bearing on this proportion. 
A certain pt·oportion of the 'vorking capital will have to be kept 
out ide for fluid resources and other purposes. But village credit 

ociet1es arc not, o long as they confine their borrowings to central 
banks, expected to maintain fluid resources. No portion of their 
working capital needs, therefore, be separated. As regards reserve 
fund there is no need, so far as village credit societies are concerned, 
to separate it from their ordinary business. But I would not recom
mend any c11ange in the policy uow pursued in this regard in view 
of the present conditiOn of the movement. I would, however, 
uggest that no society sbal~ be permitted to huy shares in central 

hanks or other co-operative societies out of its reserve fund. 

87. Grain Golas.-In the interior of the Province there is a 
good deal of borrowing in paddy. 'l1his is probably ilne to the fact 
that the people in the countryside have not yet been able to change 
the old metholls of village economy and to carry on their transac
tion& on a money basis. Until these methods are given up, the 
~rain golas way be permitted to advance grain loans to moxnho:rg 
and to rcco'\ er them in the same way as cash loans. Loans may be 
confined only to such purposes as payment of paddy debts due or 
expense& of culti' ntion. 'rhe present condition of the most of the 
golns 1 , as already stated, not satisfactory. A rev~ew may be ta~en 
of the position and steps formulated to put. them 111 sou~d. work1ng 
order. 

88. Societtcs for the sale of agricultural proclucc.-In pnragraph 
52 (>aii), l have stated that the principal produce 9f Orissa is pai!,dy 
aud that in three of the fvu.r districts in North Orissa the percentage 
of the area under rico culti' at10n to the total cropped area exceeds 
90. Dul"ing 1uy tours in the interior of the Province and my visits 
to village soci<>tlCS, I made enquirie_s as to the possibilities of snle of 
_,r1oultural produce on a co-operati\ e. b~sis. My enqui,;ries cilisclo_!;e 
that the generality of members of- sqc1etJes dj:)e~ _ not possess ~lluch 
~a~~p~ua produce for. snle. The bigge1.· tenants, the landlords -or 
wuen of ettt.atea art-e sa1d to l1a\ e surplus, ior saic. ~J'he foll0\\1flg 



figures show UH~:tt~~illillll 
~he places k> 

MaUDds. 

1. Paddy 12,06,000 

2. Rice ~,,00,000 
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figure ver~ much higher.'· The Committee has also added that the 
evidence collected by it "negatives the impression, which is frequently 
presented as a fact, that tho producers are wholly in the hands of 
a dishonest and rapacious crew of middlemen, to whom they are 
obhged to sell their grain at ruinous prices". The past history of 
co-operntivP. sale societie~; in Orissa does not give much hope of 
development in this direction. This is what the Bihar and Orissa 
Enquiry Committee on co-operat.ion say: "The experienr.e of them 
(the societies for the sale of members' crops) in the province has not 
been happy. A few sale societies have been founded, with a view to 
holding the produce of members for a favourable time of marketing. 
These have all failed and been liquidated and have resulted in serious 
loss to the financing agency. We see · no ·prospect of their success, 
until a very pron::mnced advance in busines~:~· education nnd co-operative 
spir1t is visible, specially as there is rEtason to believe that the profits 
made by the middleman arc not nearly so large as his detractorti 
imagine. The question of co-operative marketing in this province 
was very carefully examined by the Provincial Banking Enquiry 
Committee, who expressed themselYes very strongly against further 
experiments at present, a. view with which we are in complete accord. 
The only exception we would make, and here again we follow that 
Committee is the encouragement of co-operat.ive warehouses as part of 
a general scheme to imprqve the facilities for granting sound credit 
during the period of marketing". 

It is trne that there is some depression in prices immediately nHer 
\}le harvest nnd if the raiyat can be helped to hold up the produce for 
a favourable tnarket instead of selling it nt the time of t.he harvest 
itself, there may possibly be some profit; but., even here the profit ma~· 
not be much after paying interest on the loan taken on the pledge of 
produce and meeting incidental charges; perhaps in at least two of 
e'\·ery five years, the margin may not be EUfficient to pay all the charges 
while even in the other years it may not be very appreciable. It is, 
however, worih the while to secure this benefit for the cultivator even 
though it may be very slight and perhaps not even commensurate with 
the trouble involved. I have already suggested that the loans advanced 
t.o members in societies mf!oy be collected in kind in order to ensure 
repayment ...,:! as this arrangP.ment has to be adopted in most cases, it 
will be well to collect the produce and dispose of it to the best 
adftll~e. Credit societies in compact areas may arrange for the sale 
ol piOduce jointly wherever facilities exist, and if competent men with 
bQaiaeu ability are available, a sale society may be started and bulk 
ale ol ...W1 UDderiaken through the- agency of the sale society . 

.la ~· other kind• of produce, such as jute, cocoanut, and 
.lll .. ry. I -..• Ulu the poaaibilities of organised sales on a co ; OD-11•• ..._ may be examined in the light of the results of marketing 

1f')deb, I am informed, the Marketing Officers have been 
w ... r.ta Oriua. There JDA.Y perhaps be some scope for societiea _t.,_,.QU, or ;u.. 
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into oUter chann'eli and ~ act- as a. powerful instrument of thrift .and 
sa.'finge. Tlie. Provincial _Bank may, however, in due course.hclp t.he 
sooiette& wiili cash credits to" enable them to maintain ftni«l r·csourcc~ 
to meet depositors' claims promptly on maturity. The !"Ocietics -8houhl 
regnlat.e ihe rates of interest on deposits strictly with rc1'ercnce to the 
fluctuating money market conditions. 1'he societies when developed 
v,ould be able to popnlarise current" account transactions nmongst . 
members and encourage modern banking {>ractices including pa)·lllent 
by ehequeB. 1,he maximum borrowing power of the societies may he 
limited j.o four or five times t.heir pnid-np share capital and reserve -
fund. The rpaintenance of fluid res~urcef:t may he.insist9d upon if 
their deposits and loans exceed Rs. 20,000. · · · 

. 
The funds of the societies (or tu·ban banks as they arc popularly 

called) are derived from short-tern1 deposit3, nttd it is, therefore, 
necesp,ry tha.t they should confine the loans to members to short 
periods. The maxinnun Hmit (or inclividual loans may be fixed in the 
by-laws. lJ,he se~m:ity for loans may be landed or house property, 
personal suretyship, jewellery, fix~d deposits, or insurance policies. 
While it is true that mol"tgnge security provides definitely a precise 
property backing for a loan which a perBonal surety cannot hope to 
provide personal suretyship cannot be neglected; on the other hand, it 
needs to be encouraged whep members involved are the poorer _!]rban 
cla.aseA, providt:d. howev~. they have enough earning power and are 
dependable, · ' 

90. Orcdit societies jo1· l'1111)loyces.-A brief description has been 
given oJ. the working of employees' ·societies in pa1·ngraph 23. The 
members of the societies are either Govern1nent servants or eniplo)•ees 
of local boards and municipalities. In sm~e of the older societies, they 
borrow up to ten times the value of shares .actuo.lly paid or six n10ntlis' 
pay, whichever is less. I may hero mention certain gene!al considera
tioulor ~o guidance of all concerned with the administration and 
man.ement of these societies. The assets of an employee are 
l"ef?I'UoDW more often than not by his ability to earn and the margin 
b"ween Dia pay and his o'bligatory domestic expenditure represents his 
~ for the loari. he may take. But then the loan he takes is 
gen 'l iniePide4 for such purposes as are imposed by Rocial custom, 
thai 18, mard.gea, fune:als, etc., or for meeting some extravagant 
expmditure; and these purposes cannot be called 'productive' in the 
I btl U.. .......... fo• \he ftdaing of .a crop can, 1n other word&, the 
•~~acJit. ~ by him Ia for pvpoaes of consul'llpt.ion ~ther than of 
pblk~, lied w-hen the lf&l'giD_of income of_ a.n employee is either 
klllr or ~ hi a general absence of thrift and provision 

....... and ~ ieilpet;ticJils for bonowing from eocieties a.re 
... .....-~.tliemembera 1100n involve l-bemaelvea 

•••-~·:fl-.--.ital.r··~ eaa. ll is g8D8rally 6rg1ied -'hal the 
ia Ddt 110ftioiellt t9 enable hiu( w D1eet.his 

•r ......... _.,,.,. .. ~W*iilo Wt .._ • it a .-n·l54 eamiap1 ,. 
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..... 
ft. ii Jtat.a that aa impe$wl will be given to hand-loom industry 

f10m ftt ol t1111 Gft8l'lllllellt of India grant and a central marketing 
ozp=t•tiaa ill p10p01NM1 to be •*ted for the sale of the cloth prepared 
b7 tile priJbMJ weaftl'll ' societies in the province. My suggestion is. 
that ,.._. · eootainillg large weav.ing communities might be taken up 
ftnt ..W baud-loom industry organised on an intensive scale . and 
provitlion rrw'• for controlled production, ~arketing and sale. 

I aa.u etuclied the question of weavers from all its aspects for 
a lo• time aad tile concluaion that I have arrived at is that unless 
1-wi·•tiaa it11Dcleriak8D to ensure that the mills shall not manufacture 
oloth of oert.ia. oounta which are reserved for hand-loom weavers and 
aleo to prohibi.i the import of cloth other than of specified· counts, the 
lo* ol .,, .. lawn w•ven-will ut improve. The hand-loom industry 
ID6J' ....,. Ae bat it will not give enoUBh for the weaver to have a full •••L --

CHAPTER VIII. 
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non-redemption and rese1Te to itself the rigl~t to call -in debenture~ 
at any time in advance of the pe1·iod fixed for redemption b); giving 
not less than three months' notice to the debenture holders. If 
debentures cannot be redeemed within the minimum period which 
may be fixed b) the bank, the question of the constitution of 
a redemption fund would arise. Repayments made by the ruembc"s 
ma\ have to be invested outside the bank's business at a rate not 
less than thai payable on debentures; if this be not possible, 
a depreciation reserve may have to ·be created to make up the 
defiCiency. 

Roard of M anageme·n t.-Representa·tives of both borrowing nnd 
non-borrowing members mny sit on the board· of· management. 
The Registrar of Co-operative Societies shall e:1.·-o!ficio be a member 
of the board. As Govern1uent have a financial stake in· the 
bank they should be allowed to have at least two members to be 
nominated by them. The uomin11ted members shall be share-holders 
and for this purpose, Government 1nay own a few shares whioh 
they can transfer to these members on their appointment. 

Constitution of the uranches.-The bank will operate, as already 
stated, through regional branches to be formed for suitable areas in 
~he Province and they sha11 have a share register containing the 
names of all borr,owing ··· members. The area of operations of 
n branch may not be n10re Lbau the size or a Revenue taluk of 
the Ganjan1 district. The branch will be in charge of a local 
committee appointed by the Board of Directors of the Bank from 
among members residing within the area of operations of t.he 
branch. · 

Great care is necessary in the organisation of the branches and 
the selection of the area for the starting of business in the first few 
years. The area should be selected after careful preliminary enquiry. 
Deltaic tracts where the agriculturists have an assured income and 
'\\here at least one crop is certain, may be selected. I think two 
branches may be opened at once-one in the · Rushikulyn, 
project area in .Ganjam district 11nd the other in any protected area 
in Cuttack district. 

Loans to members.-Loans may be given to members for 
payment of mortgage and other debts for improvement of land of 
for the purchase of costly agricultural machinery, subject to a ma~i
mum of Rs. 5,000 . 

Sec;etarv of the Bank.-! have suggested in paragraph 7S that 
a subsidy will have to be given by Government to meet the deficiency 
in the cost of management of . the Provincial Bank. Similarly 
a aubeidy will have to be given to the proposed Land Mortgage 
Bank, for it will have no funds from which it can meet its cost of 
m&nAiement till it can earn an income on its business. As Govern
JIMDt have to give subsidies to both iJle... institutions and as the 





entire and (as in Orissa) 
this dependence 1u Orissa . 

~••··l•LIJ8idi11.r Ol' Inajor industries. 
-.......-_-.. be- aat;iefactcrily tackled a 

illlltliitll~~--: ~ey is both urgent and 
JM-a .tO -•·~ ~aricul~ura.l .economy on 

....,~iilra maqin ... Df profit to the 
IWI•Y 1\il debt. qgricultura] methods; 

IJI&IIal~lir<»Pi. etc:t.~ ma7 pitt some W8y 'to help him~ 
or diveniliGi.ion: _ol bia agt·iculture ·••vf a eomprebcmei~ agiic!UltW&l policy. Rural 

~ or organie~d for the· raiya.ts to keep 
•oo8BIIOD aad to enable them to add to their 

aobeoiMU that it is not very easy to introduce 
d*•lkiiee. though it is very freely suggested that 

..,ht wea•lng or other handicrafts. It 
•••••• WMVing may be taken up by the agricul

wbicb this is done, the artisan classes, e.g. 
may be aft' ected unless restrictions 

idMitiir8 DllJI-ib~te · eleth. local or foreign. Again, 
time• when the villages were selfL 

iDodem civilisation has broken up the 
..-au:UM:y cottage or subsidiary industiJr CIKl 

factory industries. The 'possioilities 
rural population by the establiahment 

-~-:tiliiDIIY Iimi~ ' and • in the nature of things 
eYeD fio aurvive the increasing co~~
aeema to me that unless rural inna. 

-~~--- 0'11 a distinet division of labour 
ID-De&l p108p4MSt of improvemmt . 

._ • ._ .. , allrO f6r diverting the aurplb 
problenaa Nld&in u:aal~, 

-· may p~eW~• !drY 
-~-4mt in the lot af the 
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merrsure of relief for the agriculturists was universally admitted. And · 
n scaling down of debts with reference to present conditions is one 
Ruch relief. 

(2) ~Iere scaling down alone may not be effective unless litigation 
\\hich may be incidental to it is prevented. Alongside of a Debt Relief 
Act provision should be made for the constitution of debt conciliation 
boards with powers to settle the tenus of the scaled down debts. 
The boards should be empowered to pass awards which will be legally 
binding on the debtors and creditors. 

(3) Money-lenders should be controlled by proper legislation nud 
their business suitably regulated. rrhey should be compelled to lllain
tnin proper accounts of each debtor and to send to the debtor from 
tunc to time a statement of ltis accounts showing the various transac
tions entered into during the period and also the interest of each loan 
advanced to him separately. The princip1e of 'Dandupet' should also 
be made applicable to moncy-lendel!s. The nutximum rate of interest . 
which can be charged by them should be prescribed and anything in 
excoss of it made illegal. Such a m.ensure will be useful in the interests 
of both the debtor and the creditor. 'Vhile en one hand with his account 
periodically before him the debtor will be more alert to the growth of )1is 
hnbilittes and '\\ill have an opport-unity to take stock of his position 
froxn time to time, it will on the. C>ther hand keep the money-lender's 
business straight and tend to unike him honest in his dealings wit_h his 
debtor o.nd ensure reasonable protection to him. · 

(4) In the interests of the agricultural economy and the 8Juall 
holden: who constitute the back-bone of the country, it is necessary 
that provision should be made in a.ny scheme of debt legislation for 
saving for the debtor his homestead and a portion of his agricultural 
holding for the subsistence of himself and of his family; this 
nlirumum holding should be unattachable in any legal proceedings 
that may be taken against the debtor by his credipors. At the same 
time 1t is necessary that his homestead and the minimUln agricultural 
holding should be made free from subsequent alienation for any debts 
he may possibly contract; else, the effect of the protection to be "given 
to him by way of non-attachment, etc., will be lost. 

The present Government in Orissa have already under contempla
tion eome measures of debt relief, and I make these suggestions for 
their consideration in shaping the legislation. 

CHAPTER IX. 

AUDJT, 8UPBBVISION, INSPBCTION AND EDUCA1'10N AND TRAINING. 

97. Suggestions made Lor an imp"roved and efficient systew of 
C'lt.UlU-Tbe methoj of audit of the accounts of co-operative societies 
zaow .in Votl'le. iD the province Jaas been described in paragraph 84. 
The aoeounts ef a prianar) society ~ North Orissa are audited one. 

"' 





a ~<lit fixed for melll.berB (vidt: paragraph 85). He s_houhl examin-e 
the relevant registers maintained for the fixing of. normal credit~ •. 
I.uake independent enquiries as to wb~ther .the particqlars obtained~ 
and utihsed 1,1.s the datA. for determining the credit .limits. 
m c correct, "hethcr the limit.s fixed do not exceed the repaying 
c>apn<"ity of memlJers and whether the lonns can reasonably l>e 
1 cO\ erf'<l within the ~me fixed. A scrutinv of this kind l.N an 
lllllf'p!'ndent ngency will disclose with \vhnt ·degree of sonndne~R o.r 
thoroughne~s the bank mspectors have carried out their importar~t 
dnt1es in this regard and may possibly act as a moral check on . 
their work. Further, if normal credits are . properly ascertained by 
auditors each year, the adequacy of the security for each outstand-· 
mg loan at the end of the yenr can be ea:~:~iJy as.c.ertained witho~~· 
£ laborate enquiry nt the time of the final audit. During this audit, 
t h.£> auditor will ascertain the ndeqaacy or otherwise of "the secnrit~· 
for the outstanding loans-:whether mortgaged properties, if n.ny, u.r:o 
1 enlly worth the estima.ted Yalne and the sureties nre worth their 
undertaking. Audit should thus be done twice a year-the interim 
uudit from January to Jnne involving the mechanical checking of 
oucounts and such other financial u1attere ns tnay be necesBary up 
to the date of 'isit and nr detailed ~hecking of individual normal 
ct-edits and the final audit from July to December involving an 
examination of the adequacy •.¥· otherwi.se of the security of each· 
outstanding loan, the closing of accounts and the preparation of 
tho balance sheet and profit and loss statements. If this important 
work IB to be done systematically and efficiently, tlie present aurlit 
staff in North Orissa will not be sufficjent.. In 1\Iadras an auditor 
is given 60 societies for audit hut the size of 1\Iadras societies i~ 
b1gger than that in Orissa. I suggest, therefore, that the nun1ber' 
be nxed at 70 for an auditor; the present number · of 60 societies. 
pe1· auditor may continue in Sotith Orissa. _:At this rate 40 junior 
in pectore will be required for the audit of nil primary societies in 
the province -as against the preBent nudit staff of 33 junior inspectors. 

This proposal involves a little extra expenditure but I feel that 
Government should not grudge incurring this cost in the interests 
of thorough and efficient audit including a correct valuation of the 
nasets and, liabilities of societies. If this system of examining each 
loan ns suggested above ~·ere in vogue there would have been no · 
difficulty in ascertaining the exact financial position of each 
of the. central banks at any time about which there is so much 
uncertainty now. The law imposes the responsibility for audit on 
Government and this cannot S&tisfaotorily be discharged without an 
adequate staff. Th~ abolition of the two posts of Sub-Assistant· 
Registrars as suggested below will, however, result in some saving: 
to Gmr.§"n.ment in due course. 

The -seDior inspectors will, as hitherto, . continue to audit the 
MOMDtll ot ceatraJ bauks,. important limj$ed iiabdity societiea .411~ .., 
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yeai" does not Ulnount to Rs. 20,000 arc aJao cxenipt ft·om the} lcvv. 
The oontral banks have to pay audit fees at tho following ra:fes-:-··· 

('p to Hb. 5 lakbs 

Over Rs. 5 lakhs 
up to Rs. 15 
Jakhs. 

Over Rs. 15 lakhs 
to Rs. 30 lakhe. 

Over Rs. 30 lakhs 

As. 12 

As. 6 

.As. 3 

As. 2 

per thousand rupees 

of working capital. 

, 

" 

" 

\Vorking capital for the purpose of levy of audit fees includes

(a) paid up share capital, 

(b) deposits or loans from individuals and institutions, 

(c) deposits or loans from other co~operative societies, 

(d) loans from Govern'~~ut,, 

(c) reserve fund. .·• 
'11he scale of fees in North Orissa is indeed far higher . than 

that in :::iouth Orissa, and the following statement is illustrative · of 
the position in respect of the fees leviable on the - South and 
on the North Orissa basis:-

'Vorking capital of a 
central bank. 

Audit fee payable 

South Orissa scale. North Orissa Scale. 

Rs. 3·79 lakhs Rs. 4·40 lakhs. 

Rs. 284 Rs. 1,238. 

Representations have been very frequently made that the fees 
levied in North and South Orissa are very. high and that they 
ahould be considerably reduced. There has been an agitation in 
Me.dras for some years to get the present rate reduced. The ma-in 
justification for a reduction lies in the fact that the audit by a 
priva~e certified auditor is cheaper. The question of reduction in 
Madras as now under consideration· of Government. The North Orissa 
ra.~s are much higher than the rates obtaining elsewhere in India. 
The rates both in North and South· Orissa will have to be reduced 
10 as to be more or less on a level with the market rates. It may 
lie 'h&~ in OriSB&, there may not be many private auditors; this 
••••· llowever, be a reason for keeping the mte high bey6nd the 



ca~ty of socieiie& ~ PJ.y. Undez Mae lllltlllllii 
trlea and cenbal ba'Db which 6Danee lhem 
ii is impossible for them to pay .a&~ 
therefore, waive ihe fees dur4tg the ,..a 
rect>mmend that the audit be made free lOt a h 1.n 
for the pr.aent, and thereafter the position mAJ be ~. ana 
if the circumstances justify, a fee equal to abold 10 per cea& of tlae 
present Madras rate tDay be imposed. ~culturM. credU IIOOiea. 
wil.h unlimited" liability may be altogether nem~ u m 'Hacbu, 
from the payment of auditfees. 

99. N ecd for ·uniformity in audit ml'l.Jaod• and fO.r lae reflnotl 
of books of account~, de., and framing of fomu.--l.l'laeie • •.t preeeat 
no uniform1ty in the method of the maintenance of acooonia aad 
registers by ·societies in North and South Oritlu; euh 1• haYiJai 
separate sets of accounts and books. My suggestion ngarding the 
arrange1nents to be ma.de for the interim audit of aooieti• ;la North 
Orit~sa, requires the framing of suitable interim audit. re~ fo:mi8 
in which not only the results of mech&nic'l •ud1t bat .... of ibe 
examill.ll.tion. of normal creditS, etc., will ~Ve tQ " ~McJ. The 
reconstruction of societies including the examination of an 01ltabaa•ns 
individual loans in societies on the lines already 1~tecl zequiree, 
too, the framing of suitable forms immedi~ ao .. to ~er &11 
statistical information in a convenient s~ to laQili~ ~ 
action. I suggest that the Registrar may be~ to tii.cleda1le 
at once the revieion of the exiating fo.ma, ~ ~ tJ-. 
framing of new forms, etc., in the light of the~--

At present there IS no set form m ·~ 
of central banks are &oted. I undema&d tiiM .-..iii&!-.. Jlllilil • . 
forms were· in vogue some years ago; but 'bet wen 
abandoned as 1t was considered tb&t therwoalcl tr l!r audii •••i~L 
While this may be true to some ex~i, ii i8 • ~ 
when discretion is given to audi.,..., they mill/ 111111!1111!11•••-· 
which are not worth the trouble aDC1 omit 
opinion,of the b&nks or the Registrar, are waltll ...... 
1nay be found fault with for errors botih bl 
Further, there is poasibly hkely to be 110 ••• 
by one auditor and another I, 'Ulan•• 
aadit -!'&port form for central bulb 
.aadRera. ~hie will not, ho"ttner, •••~ 
lio\es on ~ tJOIDtll i1l tile 
lie, .in iheJ:P cSpJiliea, reaJaire 
w.n• The~ 
~iOn Of oeia-M'· 
1~. 1t eee• :.._ •• ,11M 
flt:a14efmiDJri~·-· 



up nito two parts-the first part dealing with routine · 1natters and 
:rn.iBtakes in accounts, etc., and the second part dealing with · the 
1inancial aspects, soundness of investments, bad and doubtful debts, 
management, etc. 

It should be impressed upon auditors that their business is not 
to find fault with societies and banks and criticise their administratiQn; 
it is rather to advise, guide and help them in the proper methods of 
8!_Ccount keeping and business management : and all their efforts shou~d 
be directed towards this end. ·· 

100. Supervis£un.-Superviswn of . societies through guarantee 
unions has failed for reasons stated in paragraph 33 and the 
only agency through which it has been ·carried on by the central 
banks is the s.taff of inspecting clerks. This has not been found 
efficient. I am doubtful whether some changes alone in the 
methods of supervision will yield better· results. Efficiency of 
supervision can be ensru·ed only by securing and putting in the righ~ 
sort of men in -charge of the work. . The agency that undertakes 
supervision is of ~ubsidiary imp_ortance and does not- much matter. 
'' Iu is impossible to· ·devise any system," . the Bihar and Orissa Com
mittee on Co-operation has state'd, "which will - be free from all 
objections, or whJch will fully meet all criticisms that may be brought 
to bear upon it". .·• 

I do not advocate, under present conditions, any change in ~he 
methods of supervision. Under the arrangements suggested by m~ 
the central banks wjll -be under th~ ruauageme_nt of ·th~ agents of 
the Provincial Bank, who will have under them a. staff of bank 
inspectors. n will be the" duty of these inspectors not only to attend 
to the work- of reconstruction and recommendation of loans etc., 
but also to supervise the societies, instruct them in their duties and 
Tesponsibilities so that eventually the societies may themselves 
assume the responsibility for the adm!nistration of their affairs. 
The agents of t.he Provincial Bank will regul!}l.l·ly examine, direct- an·d 
control the work of the bank inspectors until a need is felt for Eepara,t-e 
executive officers. The executive officers, when appointed, will guide 
the supervisors and control their work. The executiYe officers will 
work directly under the orders of the ex-officio secretaries of the 
banks. 

!01. Inspeetion.-The Assistant Registrars should i~ .future confine 
- themselves o.nly_ \o the inspection of societies; they should neither 

interfere with .the work of the ba~k inspectors and their· controlling 
officers. nor issue orders directly to societies or bank impectors. 
Their duty sh_o'!lld be to make exhaustive ~nspection of societiea and 
to· aend . c9pies of tP,eir not_e3 to the Pr.ovin.cial Bank and, . the 
t~4fft.c;io s.ecre~ari~s . of the central banks. 'I hey may ' frankly 
q~lciae . l!,l6tP:o4~ Qt work, :poi~t ~ut ~ delec~s in administration or , 
i~~Mlaeemebt and ·suggest lines of improveruent anu reforUJ. The 
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being satisfie9- with the earnestness of tht" defaulter . to arrange _' U) 

repay his debt. Any legal difficulty can he got oyer hy framing 
a. 'Suitable ·rule ~rider the A~.t. :. · 

r may also refer here to t,he opinion held on the ·question as to 
whether• 13ubsequent· n1ortgngees who' are not members of societies 
cam1ot- be made parties in award proceedings. The officers of 
the department h~ve been holding the view that such subsequent 
mortgagees can be made parties. A subsequent mortagagee is, it is 
.contended,. . '' a J1crsou claimii1y t111·ougb a member" and therefore · 
comes within the jurisdiction of the Registrar, and the claim of the 
S;ociety against the 1110rtgagor 1nember an~ the mortgagee's right to 
rednem the property or his claim to the property can be construed as 
a dispute. In Madras a ccintraty view is· _held 'and in such cases 
.resort is had to civil courts for obtaining d~crees. I suggest that 
authtiritative legal opinion be obtained and the matter put beyond 
aB doubt. . . . 

104. E:ru·utiou.-It has already been stated that the societies 
hnve not taken any great ·advantage· of the provision in the Bihar 
and Orissa co:.operative Societies Act for the recovery of their 
arrears as a. public demand or as an arrear of land revenue, beoouse 
they have to pn.y ad valorem court-fees _which are very high. I learn 
that, 'recently Bihar and Orissa Government, on the -representation of 
the Registrar, exe1ppted from the pre-payment of ad volorem fee, 
c1:lrtificates issued under the Bihar and, Orissa Co-operat-ive Societies 
l\.ct, 1935, on th~ condition that the court~fees will be the first 
charge on any sum realised in cash i the court fee payable ' on 
a requisition for a certificate under a liquidator's order on an award 
is n; court-fee of twelve annas and not as· at present an an valorem 

· court-fee. I suggest that Government may accord a similar treatment 
to societies in Orissa. The case for such · exemption from · ad valorem 
fees is based on the . fact that the Revenuu Courts are not required 
to adjudicate on the claims and that Government had already foregone 
the right to the fees by placing them · ou the same footing as civil 
court decrees. There is -force" in this claim. . · 

Even with this exemption, I do not think that there · will be 
quicker disposal of decrees filed in the. Revenu~ Courts. · A general 
coniplaint made is about the great delay in execution proceedings. 
1 have received overwhelming evidence in favour of entrusting the 
execution of awards and decrees to a special staff of officers appointed 
under the Co-opera,tive Department as in 1\iadras." Such an arrangement 
may 1ndeed result in the quicker disposal of decrees and· stimulate 
the recovery" of pverdues. I, therefore,· suggest ~hat a special staff be 
entertained for~ this purpose as · an experimental measul'e for the 
~xecution of decrees through the distraint and sale of movable· and. 
fmmov.able property. The oat of the special staff may be recovered 
frQJB the fee to be levied for this purpose on a . scale to be ftxed~ 
The "lees will of course ultimately be ·a .~~ar~~- ~.eo? th~. ~~!~"9-lt~r~ 

• 
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I find that the t·ate of iuterest charged c)n conhibutiQn orders 
i6 too high. Under present conditions I suggest that it should not 
1n any case exceed 7 i per cent; all collections shOtild .first . _be 
appropriated for the pa) meut of priucjpal and surplus, if any, roay 
be utilised at the end for payment of interest. In the event of the 
appointment of the liquidation inspectors, 5 per cent . of the tota.l 
collections from liquidated ~ocieties may be recovered towards the 
cost of this stuff; this should indeed he the first charge on collection!i. 
It is not suggested that thiti would cover the entire cost; it may 
pochaps never cover it. Contribution ·order!-3 of liqnidutora may be 
executed in the same manner us decrees of societies through the 
pecllll staff of 'sale officers • recommended;. 

Liquidation should not be re8orted tq unless all methods of 
rectificatiOn and correction hn ve been exha nsted. It is only when 
there is absolute need for enforcement of unlimited liabilit);, there 
should be recoun::e to liquidation. 

CI-IAPTER XI. 

LEGISLATION: AOT, RULl;S AND BY-LI\WS. 

106. Need ju1' a co1mt10n Provincial Co-operative Act.-Under 
the fJxistmg arrangements, the co-operative societies in North 01·iasa 
re governed by the Biha r" and Orissa Co-opezatlve Societies .Act, 

1935, while the working of societies in South Orissa is regulated 
Ly the Madras Co-operative Societies Aci, 1~32. There is a general 
consensus of opinion among non-official co-operators and departn1ental 
officers in favour of a common Act for the whole Province. 
I, therefore~ suggest that Government may soon take up the question 
of framing a suitable Co-operative Societies Act for the Province. 

107. Fundamrntal principles of l'O-opcratitH.! lrgislatiun stated.
A comparative study of the l\1 adrns and the Bihar and Orissa 
Co-operative Acts will disclose that the latter Act is in some respects 
vert;· drastic and vests large powers in the Registrar .. It spould be 
borne in mind that the movement is. essentially a non-official 
movement, and whatever may be the present difficulties which the 
movement in North Orissa is experiencing, the fundamental principle 
(•nnnot lx lo~t sight of. If the movement is to grow on sound 
lines the people on whom de' olves the responsibility for the manage
ment of co-operativ~ institutions should be educated in the proper 
discharge of their duties. Any arbitrary power vested in the Registrar 
o his nssistants may possibly dete1 people from freely entering the 
movement and shouldering the responsil)ilities and may not be 
calculated to foster the natural growth of the movement. It is equaJly 
necessary to provide for minimum official interference, under necessary 
aff:Wuards, in cases of defimte mis-management or ab~se of power 

b) office-bearers in charge of societies. It .is true that the ,members 
or office-bearers of societies have not evinced, as already stated, 
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Section 41.-· -A distinction needs to be made between the super:. 
session of the managing committee of an ordinary primary society 
and a financing bank. The committee of a central bank should not 
ordinarily be superseded; supersession 1nay be resorted to only when 
u bank has failed to meet its obligations to ita creditors. The pr9vision 
in section 41 of the 'Bihar aud Orissa Act for the .re-election by th~ . 
society of, a fresh managing committ,ee wh~n the· previous .managing 
committee is superseded needs also to be . modified The - amendrne!lt. · 
of this section may be in tho manner already _indicated in paragraph 68; · 

Section 61.-The pr•"Jvision for compu-lsory affiliation of -regiatered 
soc•i"ties to a co-operative federation does not seem . nMessary and it 
ma.y, tl:iercfure, be deleted. · · 

I have already suggested that powers be tuken under the · Act for 
the execution of decrees or a wards obtained by the societies through 
the staff of the Co-operative Department. Provision may be _ ~ade to 
carry out this suggestion, if accepted. In view of ~y proposal th~t 
the central banks should have po·wer to dire.ct the pa-ncl1 rs of societies 
to take arbilratio11 or execution proceedings against . defaulters, J 
suggest that a section more or less on the following lines may be put 
in: "A financing bank may direct the committee of a. registered 
society to take action against the defaulters- for the recovery of sumA 
which they owe to it and if the colllmittec neglects or fails to do so 
the financing bank may take S~'!Ch action. 

11 'Vhere such action is taken by the financing bank, the provisions 
of the Act and of any rules made thereunder or by-laws of the society 
shall apply 1n respect thereto as if all references to the society or its 
committee in the said provi5ione or refor~CC"e were references to the 
financing bank ". · 

I lenrh that no rules have yel. been framed under the Bihar a~d 
Orissa Co-operative Societies Act. The rules framed under India 
.Act II of 1912 are still in force. As soon as a common Act has been 
pn • tht qu£ tf n vf fra.wing rules uuder it may be taken up. • 

109. N eerf: for revision of by-laws, etc.-Deputation of a special 
nfficer suggcstcd.-I notice that the bv-laws of different classes of 
socteties requiro considerable improvement and alteration. It does not 
app r that they have be_en r.ovised afL'='.L' Lhc lJabt~lng or tne J; tnar anct 
Orissa Co-operative Societies Act so as to bring· them into line with 
the provisions of the Act. .For instance., I have already indicated in 
dealing with the distribution of profits of societies that the Qy-laws 
offend the provisions of the Act. Again, most of the auggcs~ions· I 
have made re~rding tho 1 an cmn.nt of central banks in the transition 
period and the reconstruction of primar~· cred~t societies require to be 
incorporated by sUitably amending the by-laws. Furthe.rmore, I have 
also suggested the framing of suitable. forms for fixation of normal 
credits of members, loan applications, audit notes etc. · All this should · 
eogaae the immediate attention of the department, and as the work 
iJlvol'YJI4js heavy, I suggest that an officer be put on special duty 
~ly tor this pmpo&e. 

I tl' 
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They further add : " AdnJ.inistrati v e experience, knowledge of the 
l.JCOple and their economic conditio:r;~ and ab~lity ~o enlist the co-?pel·a
tion of honorary workers are e~senti!ll quahficat10ns. The Registrar, 
once appointed and proved efficie~t, _should r;ot. be transferred from tl~~ 
post until the full benefit of contmu1t.y of pohcy bas been assured ; 
In nJd1t10n to the qualifications mentioned, he must possess, before he 
is u ked to t-ake upon himself his duties, a thorough knowledge of other 
activities which can be co-operatively organised such as small-sized 
industries, purchase and sa~e, etc. 

I, therefore, rec01nmend that. a capa.ble.Proviueial Uivil Service Officer 
Le selected as the Registrar with due regard to the necessaiy qualifica
tions. lie may he given practical training in joint stock and co-opera
tive banking for at least one year before he is placed in charge of the 
department. Whenever possible, he might be· permitted to visj_t other 
parts of India and European countries to study co-operation. Under 
no1·wal circumstances he should not be disturbed for at least. a period 
of five years; if necessary, he may be k6pt longer. 

The appointment should also be open to the· really best of the 
~azettecl officers of the Co-operative Department (Assistant Regi6trars) 
who will, under my propo~als, constitute a closed service. If Govern
went accept this proposal, the need for the present post of Deputy 
Hegistrar will disappear, and the post may. t.herefore, be abolished. 

·' 
112. Appointment of Fi1iancial Adviser suggested.-Frow what 

I have seen and heanl of the working of the department I feel con
vinceu that there is need for the appointment of a Financial .\ 1hiser 
to the Hegistrar to advise him on broad financial and banking Ju:ttters'. 
Co-operative banking and finance is gettiug 1nore and more speeialised 
and cannot thrive in isolation. If financial "considerations stand in 
the way, at least part-time services of a banking expert may · be made 
available to the Hegistrar. ~ 

· 113. Constitutioll of an Advisory 1->oard indicaled.-ln the past 
Hegistrars general1y Inid down policies independently of expert and . 
uon-ofiicial co-operati ~ e uplnfon. '\Vhen there is to be a departure • 
from an accepted policy or a new policy has to be laid down, it is 
always advisable and expedient t.o consult all interests concerned and 
decide upon it. I may, for instance, refer here to tne Registrar's 
eircu.lar abatit the revision of ldsfs issued in February 1927. This :was. 
based upon a resolution of a conference of the Registrar with hi~:~ 
Assistant Registrars. From what I could see, th(! central banks were 
not apparently consulted before the revision was decided u..pon; no1· 
was Government consulted or inf9nned about it. This is undoubtedly 
a matter in which the central banks were intimately concerned as the 
Te\Iston iuvoh·ed long-term financial com1nitments on their part, and 
most probabl~ such consultation with "the representati\ es of the centrul 
bauke oould have modified the Registl'nr's policy in this particular.. .It, baa* been alre~fiy w.ade clea.:r that while one .Regist.r&.r J:J\lg{:e~t.ed 
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& elf-contained Co-opera.hn:· Depart1nent ; for, it ha~ admitte<l tbnt 
' poa 1bly these ubjections to a. clobe service may, as the opeciali::-ation 
required by the officers employed in it increases, ceases to have the 
weight we attach to thE:m now" 4\s I have stated, there is a large 
bod • of opi,lion, offiC'ial r.nd non-oll:cial, Jn favour of such service. F0r 
he e reasons, the1·eforc, T recommend a closed _sen·ice of gazetted 

, t Jt't.I . I ~\ ould on1) add that pi<.ked men with rc~Tnic,ite qunlificn- , 
tiou muat b£: appointed for the gazetted BPJ'\Icc. 

If this Fmggestion be accepted, there. need be no reeruit111ent for 
the po13tg of A8sistnut Hegi 1trurs from the Hevenue Department in thn 
future. 'fhf>y might be promoted from amongst competent. nncl selected 
semor 1nspectors with unt less thau six vearl3' sm·vice. In t.his rase 
no special training wdl be necesqar}, but thc;y should be appointed on 
probation for not leEq than onn year in order that their abilities R!:-1 

udministrative officers may be watched nnd known. 'rhe present 
nrrangen1ent of taking Rub-Deputy Collectors from the Revenue 
Department may be abendouerl as boon ats competent men are available 
in the department itself for filling up the posts. If any one of the 
present incumbents chao es to remain in the Co-operative Department 
nuder conditions of service, pay, etc., to be laid down, Government n1ay 
consider his case. 

115. 'Need for an incte.r ·t ·~ the Asc;rstant Re(listran>' ci?·clcs.-In 
\'iew of the closer touch nee r.;\ uy between societies and the officers, 
JDtcn~ive supervision over reconstrurtion work, inspection of societies 
nnd efficient administration, I consider that the four Assistant Regis
trars' circles in Orissa are too unwieldy and tha!l -thv vfficen-; cu.ttuutJ 
tun1 out satisfactory work. I, therefore, suf!gest that the circles 
be h1crensed to fh·e and the headquarters of the new circle may be 
located t Dalnsore. I would have suggested. six circle:' at the rate of 
c .tH for c ch of the six districts in Orissa; but for the present flYe mn y 
b enough because so far as Koraput is concerned, I consider that, (t 
ma) be "placed in charge of a Sub-.\ssiEitant Registrar. There may not 
be adequate work the1·e for an Assistant. Registrar immediately. If 
the possibilities of carefully expanding the movement in Kornput hnYc 
been exploreii and new societies started in due cmuse on the line~: 
already indicated, the question of replacing the officer by an As1:1istant 
Hegiatrar may be considered. · 

116. Inspector.c; (J'unio?· a17 d Senio·r).-Junior Inspectort:> 1nay be re
crmted direct from among persons with prescribed qualitkations. The 
minimum qualifications should, as at present, be B. A. or B. Sc. 
degree of any of the recognised Indian Universities. Preference may 
be Ti\en to candidates with t:nivers;t:y degrees in Economics, Com
met"ce or Agriculture. After selt!ction the candidateR should undergo 
t1"n · nmg for a period of at least one year in the training classes to be 
held at Cnttack under the Government of India subvention scheme. 
Th ) should receiYe adequate prnctic!ll training. On compl~tion of 
their training they mu t pass the t ·sta in co-opEration

1 
auditing, 





• 

of 'he iwo poets of Sub-Assistant Registrars for th~ final .audit of 
eentral banks, I suggest an~ increase of senior inspectors in Nor_tlr 
Orissa. by at least one; in other words, there may be one senior inspec
tor for each Assistant Registrar's circle. The Non-Credit- Seniof' 
Inspector in South Orissa may be transfetred. to North Orissa for 
purposes of audit. Thine is not ruuch of non-credit work now in Oriss~t. 
For sometime to come, the administrative inspectors may attend to it: 
the question of appointing sepa~ote non-credit, staff may be taken up 
when the work becomes heavy. · 

In paragraph 86, I have suggested the appointmen-t. of two senior 
inspectors as propaganda officers for the o~ganisation of new ~ieties. 
This will mean an addition of two senior inspectors to the pr~sen-t.· 
strength. I have, however, stated that it ~ill be economical If these 
posts can be fitted into the GovernUlent of India scheme for . co-opera
tive education, but that ·if for any reason it is not possible, Govern
ment must appoint the two men nt its cost . 

117. Clerical staf!.-The proposals may involve a redistribution 
or an increase of clerical staff. I haYe not gone into tlie ·matter 
because these are details which may be easily settled in coneultntfon 
with the }:tegistrar. 

. 118. Proposals 1'P.gard·ing the GoverJwzent staff. su.mma1·isca.- In 
the statement given below, ~. note the strength of the depaztment as 
existing and as proposed (excludi~g clerical establishment of offices) :-_-

±~~-~:.'If: 
T-~-

I 

Serial DesiSD&tion 

:1_ __ -
Reroe.rk11. 

0 

1 I Reaie~r ... 
I 

g , Deputy Registrar 

. I I 81 As•i•tant Registrars .... · 

4 I Buh-Aeslstantt Registrars\ 

I 

15 I Senior Inapec~rr~ 

. .. , I 1 (Vide paragraph 111.) 

1 The post is ptopos~d to be. abolishe_9 u 
a. Registrar be appomted for the Province 

4 

1 

(vide paragraph 111). 

(Vide paragraph 1115.) 

Wbilo the two posts of Sub-Assistant 
.Reg;strars for audit of central ban'ks are 
P• oposed to be abolished (vide • para.gra.ph 
97) one post of a Sub~Assistant Registrar 
' is proposeo for Kora.put (vide paragraph 
115). 

7 Tho present :five senior inspectors (8 in 
Nort.h Orissa. and 2 in South Orissa) will 
be distributed at. the rate of one for each 
A sst,tant Re{lh.trar's circle . (vide• pa.ra• 

·· graph 116). Twoadditionalseniorinsp~
tots are necesFary for the two poata of 
proraganda officerR sugges'led (vide para-: 
gral!h £6). 

• 
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have to give t~o depressing an account of the present state of the move
ment in North Orissa but I should be failing in my duty if I did no• 
do so. 

A new born Province cannot feel happy over this state of affairs. 
Nevertheless, no Govenuuent, particularly modern Government, can 
o.fi'Ot"d to neglect or disclaim responc:ibility towards a movement, "hfch, 
however gloomy its past or however disheartening its present, is 
concerned with the well-being of the vast mass of cultivators who 
constitute the b {:kbone of tbe Province, and in furthering whose 
interests no Government can grudge utilising all available resources. 
It is easy to be very criticn.l of the pre~ent condition of the movement 
and to say that it is beyond all possibiliti~s of repair, and it is easier 
still to be cynic:-t1. If I have suggested-having worked for the move
ment for ovor a generation-that a chance may yet be given it, it l.s 
because along with many others, I still believe in the potentialities of 
the movement and consider that no sacrifice on the part of co-operators 
and others who have a stake in the movement and no expenditure of 
time nnd money on the part of Gove1nruent will be too great for tJ?.e 
resuscitation of the movement. It is in this spirit that I ha:.ve 
approached the problem, and I earnestly appeal that that the public 
and Government will approach it, too, in_the same spirit. 

120. ~! ain, .,·ecommc nd a,t,,.ons.-1 have found ruy task in making 
recommendations extremely difficult. The disease has been very 
serious, and no ordinary treatment holds out hopes of certain success. 
There is some whisper that the doctor has been called in when it was 
too late. Thoro are yet doctors who undertook such cases with both 
courage and a. spirit of resignation and succeeded despite the forbodings 
of critics. It is with this attitude of mind that I have din.gnosed the 
disease and suggested remedies. Further, some of my remedies are 
opposed to 1uy cherished convictions, but desperate diseases call for 
desperate remedies, and they need, therefore, to be looked at from the 
point of view of the suffering patient and not that of a healthy indi. 
vitlual. And in this process I am assisLed by the exprience of doctors 
who n.re faced with and are treating similar cases in some other Provinces. 

My recommenda.tions divide themselves into two classes .. The· 
first set of reccom.mendations and suggestions deal with measures 
designed to get over the present financial impa1!ee. I have discu,e9 ed. • 
various alternatives which, I am sure, will receive the euneat attention 
of Government. I am aware of the financial difficulties as well as the 
financial needs of an infant Province like Orissa; and if still one ol-.w.y_, 
suggestions involves great financial commitment on the part of Govern::
ment, it is because I feel that such gesture on its part just now- maY.· 
infuse confidence amongst the depositors and may cut ~bort the 1~·· 
patil of UDoertainty which sorrounds .the other alternatives. I: havf!: 
SQI__.M that if, for any reason, Government cannot help the bank,· .. 
1ri~ 10111-term loans to enable them to pay off their depositti, · ii m'u'st 





XIV. 

AGDIOWL:aD&IIBBT8 • .... =i!i"""--ln aoaalnaion, I desire to acknowledge 
I ..a ID my taak from various quarters. I am 

tiiii.Uiill tD b 8. C. Boy, Deputy Registrar of Co-operative 
IIOD1411 .. 1. O .. ln*, ud cKher officers of the Co-operative Department, 
tile aDC1 directors of cen~ral banks for assistance, at all stages ol_, tDq111Joy. in making arraagements 'for the inspection of banks and 
•llatlan aac1 iD placiDg at my disposal necessary material fo~ my 
IRI7. ll7 thanb are also due to the members of the District 

Oca•ithln aDd other honorary workers w~o freely gave up their time 
to alilliMt ae iD my enquiriee and sent in ~ritten evidence or appeared 
Wca .. for otal a:amination. I am deeply sensible of my obligation 
to tlil S.Wt'riaional Oflicera and Deputy Commissioners for their 

m me1Fjn1 &rra.Dgementa for my stay in circuit houses and 
baplowa. 

GovemmeDt allked me to conduct the enquiry I felt iliat 
I wo•W ........ ihe work in about two months ; it has, however, 
ta11ina ae fall ibne months. The magnitude of the work was such that 

loatnr J1Riecl would haYe been advantageous. 

1 f•i•lo Apitll IDJ _appreciation of the work of the senior 
U.M•III IDI ibe al.dm "trM11DtJn1d«iugly worked Iolli hours despite 

h wvw' us 

--~ I a.in to neord my cordial appreciation of the services 
(l(r.. E. -&ubrahmanyam, Deputy Registrar of 

~~i:(iMii.IMN.Wiaie, oa deputation under Orisu Goverament) and of 
whiob he performed hia onerou duties at high 

IIJIIIII_.. ......... me ia caapletiug the report in eo short a period. 
tJuoaPout hie deputation, been characieriaecl by a 

Jll!illllt1•---- .. ._..,, Uillt7, iDWJiaenee and thorough118811. 

K. DBIVASIKHAJIANI, 

~"' ...... _,,, Co-cprt~Me Btlq....,. 
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a.IN to reeord my cordial appreciation of the servicee 
:•••Y (lfr. ][. -lhabrahmanyam, Deputy Registrar .of 

.,.. .. ., • deputation under Oria&a Ooverament) and of 
WIUoll he performed hia onerou duties at high 

....... Ia ecap1etiJII the report in 10 short a period. 
tiUOIII_.ll hie deputation, been charaoieriaecl by a 

alliillQ, ~ aacl thol'OQgha•e. 

K. DBIVASIKRAJU.NI, 
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OODOluaion, I desire to acknowledge 
lD mJ talk from various quarters. I am 

8. C. Bo7, Deputy Registrar of Co-operative 
aDC1 _..er ofllcera of the Co-operative Department, 
aireoton of central banks for a~sistance, at all stages 

~i~:~••.tlal_..~;. ill malri"' arraugements for the inspection of banks and 
ID placiJI« at my disposal neceHary material fo~ my 
*\••b are alao due to the members of the District _.. .. ,._.other honorary workers w~o freely gave up their time 
fa my enquiries and sent in w:ritten evidence or appeared 

a.rar.ftllw~r. oal •amination. I am deeply sensible of my obligation 
a.wl"fialoaal Oftioers and Deputy Commissioners for their 

~i~~·••• lafG :wn, ~ents for my stay in circuit houses and 
lillrploWa. 
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lD mr iuk from various quarters. I am 

8. C. Bo7, Deputy Registrar of Co-operative 
ud ~er ofBcera of the Co-operative Department, 
aireoton of central banks for assistance, at all stages 

ol • ia making arrangements for the inspection of banks and 
iD paiJI« at my disposal necessary material fo~ my 

7 *ltAPb are also due to the members of the District 
l(()cklo-II:II~IJIIMIMn•• aa4 olher honorary workers who freely gave up their time • -· - m my enquiriea and sent in written evidence or appeared 
h ... ._,_ oal•amination. I am deepiy. sensible of my obligation 
to SaWI..wloaal 08ioera and Deputy Commissioners for their 
~KPMII• a ,.Wn1 arnzasementa for my stay in circuit houses and 

&iatplo1r8. 

I Wee to NeOJd my cordial appreciation of the services 
(lfr. J[. -Babrahmanyam, Deputy Re(istrar of 

....... -. • deputation und8l' Oriaaa Goverament) and of 
Wbiala he performed hia onerou duties at high 

,..~ .. ,_ .. a eoaapletiJJs the report iD ao short a period. 
••~:J•: ~·'-hie deputation, been cha.racierised by a 

aWJlt7, iDteiJiienoe ad thomqha•e. 

K. DBIVA.BIKBAKANI, 

~;,::;~•:cilfjlellf"~Nw-·lt 0G-01Nf'flfi•• Btlqtrirf. 
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-~-~-~-blellt 'Of .act1en 41 ()f fue Bihar and u3 
tri:rm Co-operative Societies Ae& fer the tempo-
.. trantler of the management of a central 
IMk wader certain ciroumatanoea is also sugge.stecl. 

1 Whatever treatment is accorded to the depositors 64 
ef;~e central banks will_ be extended to the 
B-. &Dd 0.18sa Provincial Co-operative Bank. 

lA JG. outliDe is given of the future of the central 65 
'banb. 

17 There is need for the amalgamation of the 65 
afeting 15 central banks into 5 or 6 banks 
,_ the 'fCllole Pro'fi.noe. 

18 They must t.ke up aJl l'anking activities G5 

19 65 

65 

65 

66 

66 

67 

67 
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3G. Short-term loans 1uust be repayable in two or 
three year~ and medium-term loans from four to 
ten years. 

37. The Pro'\Incial Bunk rnust, a:;; a temporary measure, 
be permitted to give loans to individuals on gold, 
Government paper, agricultural produce or indus-
trial products. · 

38. Government 1nust lend to the P.rovincial Bank rLt 
3 per cent and the latter may .lend the societies 
at 6i per cent : the sooiet ies· may charge the 
members at 7! per cent. 

o9. The repayment of loans in kind is reco~fided. 

40. Co-operat1ve credit is really controlled credit1 and 
it has been so recognised from the very begin
ning of the movement. 

41. In the interests , of the reconstruction o\ the 
movement Govefnment must meet the costs of 
the management of the Provincial Bank and of"' 
the central ba.nks in North Orissa under the 
arrangements suggested. 

CHAPTER VI. 

AURIC. ULTURAL SOCIETIES.-

l?ara.~ no. 

70 

70 

71 

72 

72 

78 

• 

4~. There are difficulties in the reconstruction of agri- 7-i 
cultural·primary t:mcieties ; nevertheless reconstruc-
tion must be taken up urgently. 

43. There should be substantial reduction or complete 7 5 
remission of overdue interest, ns the situation 
calls for maximum relief that. is possible under 
the circumstances and as this remission may 
mooth the difficulties in the way of recovery 

of overdue debtR 

44. Poseible objections to the proposal are considered 75 
and me\. 

' 
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Para. no. 

90. There will be three classes of members-non-borrow- 92 
ing members, borrowing members (proprietors of · 
estates and owners of land) and co -sha1·er5 an d 
other persons who are mterested 1n the property 
proposed to be 1uortgagcd to the bank. 

91. 11he bank Will ol1tam fundH mainly b) tioatmg · 92 
debentures for a period not exceeding 20 years on 
the security of its general ns.set<~ and the mort-
gages executed by its members. 

92. The board of management will cons1st of borrowing 92 
and non-borrowing member ; the Registrar of 
Co-operati\e Societies will e.J.;-officiu be ~member: as 
Government has a financial stake, 1t will nominate 
at least two members to the board. 

93. Branches ru&.) b" (ll'gani ed Jll select deltaic tracts 92 
where agriculturists have an assured income; local 
committees will be in charge of the branches. 

94. Loans will be gt·v'~:m to members for payment of 92 
mortgage and other debts, for improving land, etc., 
subject to an individual maximum of Rs. 5,000. 

96. The cost of management of tho Pro\incial Mortgage 92 
Bank will ha.To •o ho ml!t in the first few years 
from n Government sub..,idy. 

i6. 1n view of the smallness of the tran6actions of both 92 
the Provincial Co-operative Bank and the 
Land Mortgage Bank in the immediate future there 
are advantages in having a common secretary. 

9'7. Ini:lebtedneas cannot be solved by merely changing 93 
tbe waabinA'"Y nf o.rodit but enforcement of thrift 
ad providence and a reorientation of outlook on 
UM. part of the borrowers are necessary. 

.. No reeayment of ~~&ricultural debts is genert1.lly 94 
~••bk ualeM tau. ie an r.ugmentation of agricul••l.....,_. 

94 

, 
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~e or app.recia tion · 102 •m• Pl'ltl~l!•lea ~- pmctice on the part 
movement and there i~ grenL 

co-operative educ•tion and training 
-..... at the individual members of "iJlage 

.. 

102 

ini.Wng under contemplation 102 
IMkii•IIY '- Jaid on practical training of 

work of sooieties for a sufficiently 

of the propaganda officers in 102 
-·--- Cll'8ADtaaiion of new societies 

\1M sCheme undor contemplation, 

•• ,..,. .. el. arbii!Mion references "108 
may be prepared 

of the AI8Aatant :Regia· 
•• J.Wennoes transferred 

108 





Para. ~to. 

~ liquida~ors may be 105 
paner as decrees of 

--~11-ti•·naoded to only wh~n there 105 
eafOIOe unlimited liability and all other 

..... _.. of reform have failed . 

...... ,.._ 

CHAPTER xi . 

• flaLA'IIOlf, AO'r, BULBS AND BYLAWS •. 

106 

in the proposed legisla- l OH 
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Pa.ra. no. 

167. The assistants working in the officea; of the Heg1s- 116 
trar and of the AHsistant Hegistrars may be taken 
from time to time from nmong inspectors who 
have practical experience of the ' working of 
societies. 

168. Certain number. of posts of ·the junior inspectors llG 
may be reserved to select routine clerks in the 
Department. • 

169. Senior inspectors may be appointerl from among 161 
junior inspectors of approved merit, direct recruit-
ment being reserved for every third substantive 
vacancy. 

170. rrhere is need for an. increaE:~e in the number of ll6 
senior inspectors by at least one for the audit of • 
central banks, etc., and the post of the non-credit 
senior inspector in South Orissa may be diverted 
for this' purpose •..• 

171. Proposula involving re-distribution· or increase of 117 
elerical st.aff may be decided upon in 'consultation · 
with the Registrar. 

172. 1'he streugth of the departmental staff as now. 118 
·existing and as proposed is indicated . 

• 

• 

• 

• 

• 
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Proct£di,tgs o.fllic m"teting of tltr meml,en c'f the Puli District 
Oo-operativf Enquiry Oommifl(e field on tltc 13tlt January lf13R 
in the premises of the Puri Central Co-operati.t)C Bank Li111ited .• 

The following are the decisions of the Puri District Co-operative 
Enquiry Committee. The President has not expressed any opinion in 
rc1=1pcct of any matter. 

1. In rega.r.l to the future, 1\fr:Jagannath l\li:-~ra does noi think 
that tho movemout can b~ revived in view 0f the present condition of 
the central bonks and the societies. It 1nay not be possible to recover the 
Joana outstanding against the Yillagc socieiies even in ten or more 
yearR Ho would suggest the winding up o! the movement, that is to 
5ny, Lbe rcgietri'l.tion of t;hQ l'Fmttal banks a:nd the societies ·should be 
cancelled and the lonns outstanding aga1tH~t ·the 'members of societies 
Rhonld be collected nud the creditorR should l.Ju pGirl nff b~ the 
liquidator. 

Mr. Banamali Das does not agree with the above view but thinkR 
that the movement can be revived. He would make the following 
Fmggestions as to how the movement can be reconstructed :--

A Provincial Bank may be staded and so long it is not able to 
attract money from.the investing public, it should be financed by the 
Government. The Provincial Bank should help the central banks in 
the matter of repaying their dieditors. The central banks can come to 
tern•s with their depositors nnd can 1nake them agree to take their 
money in instalments and where thiB iR not posRible they can take 
loa.ue from the Provincial Bank and pny off the creditors. In regard to 
the working of the .village societies he wil'J make them give concessions 
to their members in the 1untter of 1·epnyment of their debts by waiving . 
o. portion of the accumulated interest. He will also reduce the rates of 
interest on all.outstanding and also on future loans. He will profit by 
the past working of societies and pr-event them from bad management. 

~Ir. Jagannnth Misrn would suggest that the Government should 
give loans directly to raiyats under t:tccavi rules on a very liberal scale . .. 
He would encourage tdso indigen,•us money-lenders. They. should 
however be controlled to do their work properly by legislation. 

(Sd.) K. DEIV i.\SIKHAl\fA NT 1\IUD.ALIAR, 

President . 

" . J. N. 1\I IS_ H A } 
J1J et11l>rrs, 

B:DAS 
" 

, 









!ol 
!Mba LokMaath Kiara, li.L.A.., said that 50 per cent of principal 

..._.. M wriUell otf, if poaaible. 

Babn Bhagiratbi Mabapeka said that special legislation ntight be 
nece~aary to deal with the problem. Government and others concerned 
should examine proposals and suggest remedies. In his opinion it is no 
11M tryina to liz responsibility, the defect being in the working of 
aooietiee a!td e"tery one knows where aJl stand. 

Babu G. B. DuU said that in Angul, co-operative societies were 
~hr1:11t on the p!K>ple and that loans were given to sarharakars and 
raiyats for purposes of paying rent and revenue. 

Dr. Atal Behari Acharyn said that iri Cutta,ck beaYily irldebted 
people were.admitted as meml;>ers of soc1eties and their pri )r debte 
were paid off by societies Rome concessions shoulu be giYen t0 these 
rnembers. 

Pandd; J~ann•th Misra said that he had lost faith in the 
co-operative movement which, in his opinion, could not be rovh ed. 
He suggested that ihe banks should be liquidated at once as, otherwise, 
evan the flOOd assets would become bad. Homestead lands should not 
be aold in liqu1dat1on proooodinge. 'Jlhere should be lcgJt:ilation to 
thi1 effect, if necessary ; raiyats should be advanced loans by Govorn
met uDder the Agr•oulturists Loans Act or through Jieensed 
IDOney-leoclera ·" 

Babu Jadwnon• Mangaraj ~;aid that the move!uent WUI:i ~tnrted on the 
wrong Vui& aa loans were granted on the assets of mcn.dJm·s nnd not 
on ~eir Dtp&JIDf capacity. He was definttely of opinion that the 
lllOYement lhould not be scraped, but ·hould be remodelled on suitable 
hiM8 and that Government must come forwa1·d With adequate financial 
,...1tu.oe to .... Ule movement a it owed a responsibilit) io H. 

.. 
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Loans outstanding against f\Ocietie~--

(1) Principal 
{2) Interest 

Hs. 
2, 76,240 
1,04,947 

Number of societies involved 53. 
Amout overdue-

(1) Principal 
(2) Interest • 

.~ .. 2,67,442 
88,749 

Number of societies involved 51. 

The bank was not able "to -pay its 'matured deposits since 19So. 
1.1he amount in default is Rs. 48,548 under principal · and Rs. 3,410 
under interest. 'J.lhe recov-eries from· societies did not amount to more 
than 7 to 11 per cent of the outstandings from 1932 to HJ34 and 1 to 
5 per cent for the last three years. The bank estimn tes a loss c·f 
Rs. 4,444 in one society (Garantry) which is due to the heavy amount 
of Rs. 11,_,977 due from one member (Gowrang Charan Garnaik). The 
)f)nns in societies can be collected, it is generally said, in about five 
years. This is probable, 

Ktn•ltal){:~tra Ge1~tral Bunk. 

~ .... tnnber of societies 100. 

Paid-up share capital 
Reserve and other funds 
Total borrowings ... 

Loans outstanding against societies-

(1) Principal 
(2) Interest 

. . . , 

Number of societies involved 100. 
Amount overdue-

-{1) Principal 
(2) Interest 

Number of societies involved 92. 

~ .. 

Rs. . 
27,972 
22,584 

2,64,952 

2,31,873 
1,17,957 

2,11,031 
1,08,097 

I 

· The bank was not q,ble to repay' its tna~ured deposits since 1933. 
The amount at default is Rs. 1,.96,204 (principal Rs. 1,80,204, interest 
Bs. 16,000). The recoveries from societies did not amount to more 
than 4 to 5 per cent of outstandings during thE} last five or six years. · 
The bank estimates a. heavy loss o"f a.bout Rs. 79,696 in 13 societies. 
These societies a.re agricultural credit societies. Over-financ"ing is the 
main reason for the expected losses apart from the general reasons 
appliot.ble to all the other centra.! banks. ~ 
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8&,116 

47,190 

Be. 
4:fi,96' 

118,710 

Ul,081 
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(1) PziDoipal 

(I) Imerest 

] """" i ' 

Number of societies involved 176. 

Rs. 

2,19,011 

82,215 

Tbe bank was not able to repay its lnatured deposits since 1927. 
The MDOW1t of default is Rs. 1,24,234 under· principal and Rs. 22 
aDd• in~*· The recoveries from societi.es did not amount to more 
than 4 per ceni for the last six years. 'rhe. bank estimates a bad debt 
of -.oat Be. 89,515. Apart from other reasons, over. financing and 
4am ... to OJOpl 011 account of floods are the main reasons for the 
eapeuh a Ia.. in .acietiea. 

---
Cu.tttU:k Co-opet·ative Central Ban.k. 

Number of societies 276. 

1,1> 

Paid ap llb&re capital 

BII:we• ...d o~er funds 

Tokl borrowings 

(1) 'Pif 'pal 

(I) lldereat 

lf11111ber of aocietiea in~olved 276. 

... 

Rs. 

67,794 

46,718 

5,89,694 

5,26,560 

1,67,606 

5,09,008 

1,12,gg4: 

• 
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of the aMl§ b) 
••~M'.J)tiDd:lq.:.final S»J:detft..ihe 
... .,.,, t.he loan of Ceeiral 

lral-..U.y,· the Dietri"' Fishery Officer, l'uri. 
19)0, this olleer ata.ted tha.t the 

_...,. CN&tiDg ereat row &II they did not get 
ra&e:~laay aDd the letter 1fDB communicated 

1'8Jr-' ~oia which the bank stated that 
lllilllllt•ilak ,.._ D<'i- ~rmissible to finance these 
MltliiiiMn~·ae five societies started in 1920 got 

Government repayable in ten annual 
MM .. IIMnr i• bia letter no. 2615, dated 4th 

DD:Iollc~ the two new societies formed 
1922, the bank advanced 

dpillg well lil 1928 and tho 
-- ud Oriaaa, stated in July 19i8 

aDd if Uaey Q(jnaidered the sJCieties 
up. 



ahowtng signa of deterion.~ .Del ..W it *~*"111•••~·11 ••• 
and allowe l a large latitude on account of.., ••'11 
would be 41ilcult to in prove theqa afierwUill 

The amalgamated aoc1ety waa granted m aD 6• kNP.ns by the 
Central Bank. A state ent howiDIJ the borrowinf OD dfereDt 
occasions is noted below :-

8-7-1925 

16-8-1925 

21-9-192.; 

23-9-I P26 

27-8-1928 

... . 

•• 

.. 
••• 

Total 

••• 

1 

Ba. 
6,984 

•• ooo 
1 'lO 

17 
1,030 

Tbe sanct;on of t 1 loan of U . 6,98' on 8 h July 192 waa bjected 
to by the c 1 · illan of the bank (Babu J. Smsh). Evea agai118t Jrla 
1nmute of d1ssent the loan was sane hymx ~or direaion 

The second loan of Rs. 4,000 sanctioned on 16ih August 1991 
was recommended to the societ-y by the Diairict F1ah Olloer The 
fifth loan of Us. 1,0:10 gr nted on 27'h Ausuti 1928 waa NOOIIUlllei.._.ICI 

by the Fishery clerk. 

All the loan were pelllted at t Mt1nga of the dll'eCwra ol iM 
Central Bank The loan applicat'on do n 
was obtained from the members for the amount taken 1ty -·~· 
1928, ha\lng found the loans to be insecure the Aa?lltnilt ~ 
(the same gentleman who recommended the loaDa to two~ 
1922) in his letter no. 161 1 , daM<~ 28rd February 11 ~ 
the Secretary, Puri Bank, to 1nfor huJJ. whetbao ...._ wu 
documentary evidence to prove that t ~ 
in any way re pons1ble for the over financma of. the .lgll• 
for advancmg loans to persona whose ., .......... 
In reply the bank stated that two otftcan •• Nlr'"t.l•••-~' 
amount of R• :480 advanced to three of .
Registrar 1n h1 letter 11 2fih 
further parti ular wh.a.-...nnlfWII' 
8ih November 1928 
Bank cowudend tho .,.. • .__.., .. 

'\hat ihey den1ed tall:i111rWI" 

The 
•"' of eoJleiiMQIIl a:IIJ4l!JIII• 
... lr. 
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11. Is the finance obtained at unnecessarily high rates '? Compare 
the rates paid by the Co-operative Central Banks with those paid by 
Jmnt Stock Banks. 

12. \Vhat rates should the banks and societies pay for their 
borrowings 'I Do you think that the margin between the borrowing and 
lending rates of primary societies, and Central Banks is too great? 
"rhat runrgin will you fix for the t'vo classes of societic.•s taking into 
('On idoration the amount required for their efficient management? 

13. Will you permit primary societje~:~ t.o accept deposita? If lilo, 
under what conditions and to what extent? What fluicl resuurces 
should be maintained if they accept deposits? 

14. How are the reserve funds of primary societies and banks 
mvested nt present? Do you suggest any change in view of the break
down of eome of the banks nnd socie ie9? 

1 ii T f for n.ny rP.ason the formation of a Provincial Bank is not 
feasible, do you thiuh. h t any of the existing banks can take over the 
function of such a l3ank in addition to its functioning as n Cen tral 
Bank? 

16. What is the procedure adopted in obtaining and executing 
the decisiOns or awards by -~ocieties against defaulters in respecL of 
Joana s£cured by-

(a) specific mortgage 

{ ) o•hel'Wl e? 

Are there seriou:.~ £Lu!Qye o.z: dtfficultfes in either obtaini tJ•l or 
executing these decisions or awards? If so, what remedy iJ,,'"'you 
suggest? 

A1tdit. 

17. Audit is a statutory functiOn of the Hegistrar. ln whaL 
cases and to what extent shollld societies contribute towards the cost 
of audit?· 

18. Do you consider the present tludit arrangement~ adequate? 

19. Do the present unangements for audit allow ~:~hare-holders 
depositors nnd financing and supervising bodies to obtain all the infor~ 
wation they are entitled to regarding the position of the societies in 
which they nre interested ? 

S'U pet-vt:aion. 

20. What is the agency employed for the supervision of societies? 
b h w k of tb t agency efficient if uot, what is the failure due to 
and to whai extent •holll thJs supervision b6 supplemented, strength
• ned, or replaced b) a further '-~gency ?, Should office.rs of llie 
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