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CHAPTER 1
THE ConsTITUTION OF THE COMMITTEE,

1. Personnel and terms of reference.—The following press coms
nmuniqué was issued by the Government of India on the 5th February 1929 :—

‘‘ In order to define the lines of future activity and advance of the
Forest Research Institute which is now nearing completion, the
Government of India have decided to appoint a small com-
mittee consisting of Sir Chunilal Mehta, K.C.S.I., M.A,, LL.B,,
J.P., who will be Chairman, and of Professor F. A. Lindemann,
F.R.S.,, Professor of Experimental Philosophy, Oxford, and
Mr. F. H. Wroughton, Manager, Bombay Burma Trading Cor-
poration, Limited, Rangoon, who will be members.

‘¢ 2. The terms of reference to the Committee are as follows :—
‘‘ To enquire into—e

* (a) the organisation, working and control of the Forest Researcli
Institute at Dehra Dun, with special reference to the
scientific and economic value of the work already done, and
the desirability, or otherwise, of periodical serutiny in the
future ;

‘“ (b) the need for ensuring co-ordination, with a view to the achieve-
ment of scientifie accuracy and to the better interchange of
knowledge, between the enquiries in progress at the Institute
and similar investigations abroad, especially in Ameriea and
Europe, and for ensuring suitable publicity of such results
as are capable of utilisation for industrial purposes ;

** (c) the system of recruiting members of the staff, especially tech-
nical experts and

¢ (d) the system of training Indians for scientific research :
‘“ and to meke recommendations.

¢ 3. The Committee will start work at Dehra Dun from about the
middle of February.’’

2. Acknowledgments.—In accordance with the above the Committee
met at Dehra Dun ; and they wish to thank the Inspector General of Forests
and President of the Forest Research Institute and all the officers who
supplied whatever information was required and who gave every assistance
to the Committee. The report itself was written in Delhi.
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CHAPTER II.
INTRODUCTION.

3. Introduction.—We would premiss our report by remarking {
we have taken full advantage of the latitude allol:ved ui by onr tofmshig
reference. Where they are precise they would appear to be merely illustra-
tive ;'m.d where they are general they are so wide 85 to set no bovnds to out
énquirics. 'We bave interpreted them gs @ general commission to inquire
into the working of the Institute and we have endeavoured, in secordancé
with the spirit and letter of the last term of reference, to sketch out a nuc-
lens about which we hope the various Betivities of the institute will erystal-
lise into & harmouious configuration, . .

The Tnstitute has passed through a period of rapid development and
change, but it bas still far to go before it reaches the stage when the mode
‘of its activities and the nature of its external yelstionships have been
finally determined. It is e comparatively easy task to organise the parts
of a statie body in such a way that the combination wiJl produce the
magimum efliciency. But it is always difficult to control and difect a
growing body. 1In a period of growth it is too much te expeet thag all the
raembers should dewelop with equa) suceess and that there should be no lack
©of halance sud proportion hetween them. The moment for reviewing the
activities of the Institute and making suggostions for its future has, we
believe, heen well chosen. The development of the different parts of
the Institute has not been uniform ; the scope of its metjvities has not
plways been defined with great precision, and staff and equipment havo
necessarily expanded, not so much in actordance with any pre-conceive
policy, as to' meet the demands of the moment. We have endeavoured in
-our recommendations te systematise the existing metheds and to co-ordinate
the various activities of the Institute rather than te propese any radical
thanges. Yor such, indeed, we see no need. We do uot pretend that our
proposals are exhaustive, but we believe that their adoption will assist
the Indtitute 1o develop along healthy lines. ‘Jn amy case, details of
organisation can only play a minor part. The future of the Institute lies
in the hands of those who work there. If an atmosphere of harmony and
mutual confidence is established, the pre-eminence of the Institute in forestry
research should be assured. The task of building up a great institution
{< no light one. It demands énergy, foresight and enthusiasm §n those who
undertake it, and, where the institution is one whose aims ere largely
scientific; far more than mere administrative ability is required to direct its
activities aright. We eonsider that the men who initiated and built up the
Yorest Research Institute have shown capaeity and ability beyond all praise.
TThey have Jaid & firm foundation for the future ; and if the spirit which
actuated them Aives on in the Justitute its work cannot fail to be of great
and lasting benefit both to the Government and the peoples of India.




3
CIIAPTER IIL

1isTorY oF THE INRTITUTE

4. The Creation of the Institute.—The history of the Forest Researel
Institute is intimately connected with that of the College for the training
of forest officers, which is also located at Dehra Dun, and in tracing the
development of the Institute during the last 23 years it will be necessary
to refer to changes in the College which themselves affected that develop-
ment.

In the years 1904 and 1905 there was protracted discussion on the
tneans which should be adopted to establish a centre at which forestry
rescarch could be carried on. It was realised that executive ofticers could
not undertake specialiscd work in the normal cowrse of their duties, and
examination ef the arrangements prevailing in other countries showed that
it them special facilities were invariably afforded for research into, prob.
lems connected with forestry. The urgency of the need for inaugurating:
research work in India was, indeed, never questioned, and when the
Inspoctnr Qencral of Forests, Mr. (later Sir) Sainthill Eardley-Wilmot,
yrepared a reheme which would enable research work to be started, it
way aceepted and supported by Government.

In 1906 theve existed.at Dchra Dun a school, known as the Imperial’
Forest School, for giving elementary training in  forestry to Rangers.
This school was staffed at the time by a Direetor, a Deputy Director, two
Tmperial Service Instructors, and two Assistant Instructors drawn from
the Provineial Service ; an Imperial Service Entomologist had also been
appointed three years earl'er. It was decided to reorganise the school
completely ard to re-establish it with different functions and with an in-
ercased staff. The school necordingly ceased to exist in its original form
and was reconstituted as the Imperial Forest Research Institute and Col-
lege. Not only was research work to be undertaken for the first time,
but the educational activities of the new College were to be different from
1hose which had been enrried on by the vld School. In the past recruitment
fo the Provincint Forest Scrvice had been made by promoting Rangers.
of standing and experience from the Subordinate Scrvice. It was now de-
cided to start a system of dir-ct appointment to the Provincial Secrvice,
and probationcrs were to undergo a third year’s training at Dehra Dun on
completion of the two years’ course prescribed for Rangers. Ta provide
this additional training and to carry out research work the staff of the
new Institute and Coellege was reorganised so as to include the following
posty —

An Imperial Silviculturist,

An Imperial Saperintendent of Forest Working Plans,
An Impcrial Forest Zoologist,

An Imperial Forest Botanist,

An Imperial Forest Chemist,

An Imperial Forest Economist.

These officers were to devote their attention mainly to research work but
Hw_y.m,-ro alzo to deliver lectures at the Collere and take part in the
traiming of cundidates for the Provincial and Sulordinate Scrvices. The
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educational work, however, was to be carried on mainly by four Assistant
In§tr1_1ctors selected from the Previncial Forest Service. The post of
Principal was to be held by one of the Imperial Service officers in addition
to his other duties. The Imperial Forest School had been under the nd-
ministrative eontrol of the Inspector General of Forests ; but this efficer
had been assisted ever since 1891 by a Board of Control, of which he was
ex-officio President. The members of this Board included the Director of
Public Instruction of the United Provinces, the Director of the School,
and one Conservator from each Province (not more than three serving
in any given year) whilst the Assistant Inspector (feneral of Forests acted
as Secretary. The function of the Board had been mainly to conduct
examinations and advise on the curriculum of studies at the School, and for
some years it eontinued to act in the same eapacity with reference to tha
activities of the new Institute and Cellege. The buildings of the old Forest
School, together with those which had been occupied by the Conservator:
of the recently abolished School Circle, were found adequate to supply
the immodiate needs of the new Institute and College ; and there were-
already at Dekra Dun a good library, a good forest museum and her-
barinm, and fairly equipped laboratories.

5. The period -1906 to 1909.—The new scheme was put into im-
mediate practice, but between 1906. and 190% several modifications were
made in it. An Imperial Superintendent of Working Plans was appointed,
at once, and the post of Imperial Silviculturist was held by the Principal.
This arrangement did not prove satisfactory, as it led to the neglect of
silvicultural, research. After three years the post of Principal was made
separate and tlhie posts of Superintendent of Working Plans and of Silvi-.
culturist were amalgamated.

The system by which the educational work was done by Assistant.
Instructors drawn from the Provincial Forest Service also proved un-
satisfactery, and it was found necessary to depute both the Imperial Forest
Zoologist and the Chemist .(wha bad been appointed on a seven years!
contract from outside) to act as Instructors, whilst a third Instructor had
also. to. be specially appointed.

6. The period 1909 to 1914—Up to 1909 changes mainly consisted
in. re-adjustments of the existing staff and only one extra Imperial Service
officer- was appointed. In 1909 a matter of major importance came under
discussion. It was proposed 1o constitute & Board of Forestry which
would supersede the existing Board ef Control and which, without exer_cis-
ing any executive control over the Research Institute or College and with-
out interfering im any way with the functions of Loeal Governments,
would advise on the management and work of the Farest Research Insti-
tute. The Board of Forestry was finally constituted in 1910 and was.
composed of the following members :—

President ;,
The Inspector General of Forests;
Members ;

A Chief Conservator or Conservator from each province where
officers of that rank were stationed.

The President of the Imperial Forest Research Institute.
Secretary ;
The Assistant Inspector General of Forests.
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The Board was to be convened on each occasion at such time and place
as might be fixed by the.Inspector General of Forests with the approval of
‘the Government of India. The Board mect for the first time at the cnd
of Mareh 1910, and onc of its first actions was te express its entire agree-
ment with a resolution passed in the previous year by the Board of Contiol
advoeating the institution of an entirely separate course of training at the
College for Provineial Service probationers. Local Governments werve
consulted on the advisability of adopting this surgestion and proved unani-
‘mous in favour of it. Accordingly the Governinent of India, with the sane-
-tion of the Secretary of State, instituted the new eourze in November 1912,
The new system ‘eould not be operated without some addition to the staif,
and three - additional Instructors’ charges for Imperial Forest Service
‘(fficers -were cereated, while one Assistant Instructorship manned from the
Provineial Forest Service came under reduction. This increase in the
educational activities of the College coincided with a peried of develop-
anent on the research sidd 'bf the work of the Institute. Progress had been
‘eontinuous since 1906, and in 1510 it had been found necessary to creatc
four temporary non-gazetted: posts of assistants, two to the-Si'vieulturis
and one each to the Economist and Botanist. The sphere of the Institute’
-activities had widened ; new investigations were continually being started .
and a definite éonmection had been established with loeal forest officers
with railway engincers and with the commercial world. It became in
ereasingly “obvious that the existing accommodation' and scientific equip
ment were alike inadequate ; and in 1914 it was decided to erect a larg
building surrounded by laboratories and woikshops which would preve
requal to the demands likely to be made upon them for many veabs to come
-In aceordance with this decision the buildings at Chand Bagh were erected

- and for several years the work of the Institute and College was carried o1
there.

7. The period 1914 10 1918.—The petiod of the Great War wa
marked in India by a rapid development In the wutilisation of its fores
resources, and great stimulus was given towards rendering the eountry les
dependant on foreign supplies;: The nccessity for extending the scop
of the Tnstitute’s work yet Furthér was fully recognised ; but the financia
stringeney of the time rendered any large increase in expenditure impos
sible. More permanent . assistants were, indeed, appointed to the staf
of the Institute ; but it was not possible to fill immediately, owing to th
necessily for economy, the two posts of Imperial Assistant to the Fores
Fleconomist and Imperial Assistant to the Forest Botanist which had bee:
sanctioned by the Secretary of State in 1915, One of these posts was, in
deed, abolished in 1916 on the creation of two posts filled by Indian Assist
nnts. The peried 1914-1918 was one which, while it contributed little t
the actual development of the Institute, made manifest the nced for deve
lopment and drew attention to the many problems which had to be solve:
if the forest resources of India were to be exploited to their full extent.

. 8. The New Institute—In 1918 the report of the Industrial Con
Tission stressed the need for expanding the Institute in order to meet th
rapidly increasing demands of the country ; it characterised the equif
ment of th_e Institute as wholly insufficient and pointed out the necessit
for increasing the number of research officers. The view of the Industrie
Commission was strongly supported by the Board of Forestry which, mee

ing at the end of March 1919, made the further recommendation that
L201EHL :
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large area in-the neighbourhood of Dekra Dun should be aequired and new
buildings erected sufficient to provide for all present and future require-
ments of the Institute. The Government of India, therefore, with the
approval of the Secretary of State, decided to strengthen the staff of every
branch of the Institute, (and especially of the Economic Branch, which
was to devote itself primarily to utilisation work) ; to establish the Insti-
tute on a new site in new buildings ; and to equip it with the most modern
apparatus., The main divisions of the Institute, comprising the Silvieul-
tural, Botanical, Zoological {or Entomological), Economic and Chemical
Branches, were not altered, but the staff of cach Branch was largely in-
creased and the Branches themselves were sub-divided into Scetions,
‘wherever a marked differentiation of functions made such a division desir-
able. The greatest development was. that of the Economic Dranch. In
1919 it was staffed by two Imperial Forest Officers holding the posts of
Forest Economist and Assistant Economist respectively, and by a tempotary
Tan Expert. To these were added the posts of Wood Technologist and
Minor ‘Forest Products Expert,-to be held by Imperial Forest Service
Officers, and the posts on temporary establishment of Pulp Expert, En-
‘gineer Mechanie, and Expert Wood Worker ; and within a year sanction
‘had been given to making Seasoning, Timber Testing and Wood Prescrva-
tion the =harge of special Sectional Officers working under the Forest
Econdmist,

The existing accommodation at Chand Bagh, which, it had been hoped,
would be sufficient for many years to vome, was found inadequate to meet
" the demands made upon it by an Institute whose activitics were to be ex-
panded in the way proposed. It was decided, therefore, to acquire an arca
bf some 1,200 acres two miles away from the town of Dehra Dun. There
awere many reasons for acquiring so large an area ; houses for the stuff could
be built near enough to the Institute to be convenient and far enough away
to leave the immediate surroundings of the Institute spacious and unencum.
bered ; room for any possible future expansion would be available ; and it
would ﬁ)e possible to start a demonstration forest near the Institute itself.
The site was aequired and buildinz operations started immediately.

9. The Development of the New Institute—The first bunildingy erected
were the workshops for the Economic Branch which included a saw mill and
wood . workshop, a timber testing workshop, seasoning kilns, an
experimental wood preservation plant, a pulp and paper plant, and the
necessary offices and godowns. These were practically completed by the
end of 1922, but they were only opened, after machinery had been installed,
in the year 1923-24. Since March 1924 the work of the Economie Branch
has been in full progress in its new quarters, and the only check to its
development was the closing down of the Minor Forest Products See-
tion from the end of 1922 to April 1926. The Section of Tans was also
abolished in 1923 owing to shortage of funds at the Institute and the
general slump in the tanning trade. The other Branches too were trans-
ferred to the new Institute as accommodation became available, and the
Chemical Branch is the only one which is still located at Chand Bagh.

In February 1921 a large increase in the staff of the Economie
Branch was sanctioned, and ten posts of Assistant were added ; it was also
arranged to train certain of the senior Assistants abroad so as to enable
them to take charge of Sections after a few years. Other posts were also
added outside the Economic Branch and the degree of expansion which
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the Institute has now attained may be judged by reference to the table in
Appendix I which shows the present eonstitution- of the staff of the Insti-
tute.

Only two other changes in the last decade need be mentioned. The
first concerns the educational side of the Institute’s activities. In 1926.
i#t was decided to inaugurate at the Institute a course of instruction in:
forestry up to the standard required for the Indiam Forest Service. The:
training’ is supervised by the President of the Institute assisted by a Pro-
fessor of Forestry. The evacuation of Chand Bagh left the buildings
there available for heusing the students and the teaching staff, and the
first coutse commenced in- November 1926. The Institute’ buildings were
considerably altered to make them gsuitable for-a College. At the same
time it was decided to discontinue the two years” Provimeial Forest Ser-
vice eourse which had started in 1912 and that of 1926-28 was the last.
onc held. The second change referred to was also made in 1926.. The
Retrenchment Committee presided over "by Lord Inchcape had recom-
mended the abolition of the post of Inspector General of Forests but the
€lovernment of India felt the need for an expert of experience and stand-
ing to advise them on forestry matters. They therefore made a compro-
mise by amalgamating the posts of President of the Forest Researehi Insti-
tute and College with that of Inspector General of Forests ; and to aid
the President in his work they appointed a Vice-President who would also
hold the post of Professor of Forestry the most important instructional
post in the re-organised” Institute and College.

10. Expenditure on the Institute.——Such, in outline; has been the
history of the Forest Rescarch Institute and College sinee its ineceptiom
in 1906, Not all the new buildings have been eompleted ; but the Central
Building is now finished and stands out a $olid and imposing-landmark for
all the country round. The total expenditure on the new Institute will
come to over a erore of rupees ; and the annual expenditure on the main-
tenance of the buildings and staff will be between ten and twelve lakhs of
rupees.* These are large sums of money ; but it has been ensured that
the aetivities of the Institute will ot be-limited in the future, as they were,

to some extent, in the past, by inadequaey of equipment or exigencies of
space, .

*This sum includes expenditure on the Indinn Forest Service and Rangers’
€Coileges:
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CIIAPTER 1V.
CoNTROL OF THE INSTITUTE.
(A) —External.

11. The Board of Forestry~~We have gonsidered with care the pus- -
sibility of establishing some suitably constityted body. which might help is
direeting the setivities of the Institute from outside.. Ultimately responsi-
bility for the eontrol of the Institute must rest in government .; but na guvern-
ment department cap supply the scientific or technical knowledge neeessury
cither for directing the work of research in,detail or for making a eorrect
estimate ‘of the value of that work. At present the only outside iafluence
which is brought te bear on the Institute is that of the Forestry Loard.
The constitution and functions of this Board have been outlined in para. 6.
The last meelings of the Board were i 1919 and 1925. . At the meeting of
1925 it was decided that the Board shauld meet every three years, or mote
often if necessary, and should consist of the Inspector General of Forests,
the PresiGent of the Forest Research Institute and one representative frons
oach of the Governcrs’ provinees. The proposal that the Board.ahould form
an Advisory (‘ommittee to assist the Prcs,fdcnt of the Ipstitute was also
approved. At the meeting of 1925 seyeral inatters were dincussed whil
were of interest and importance to the Institute, and there is no doubt
that the Board has proved of use in:{lefining the relations Letween the
sentral  Institute and the Provineial Forest Departments and in sug-
gesting methods by which they could be of mutual assistance. At the xame
time it cannot be held that the Forestry Board is capable of fulfilling all
the funetions of a really efficient Advisory Committec. It does not meet
often enough ; and it is, from the very nature of its constitution, only quali-
fied to deal with that branch of the Institute’s activities which iy concerned
with forestry proper. Rven if it did mvet more often, its members would
donbtless be the first to agree that its outlook -would be enlarged and ity
utility increased if it contained members with that keientifie, {echnical or
eommercial knowledge which would enable them to eriticise with greater
effect these aspects of the activities of the various departments of the
Institute ; and it is from this point of .view that the President would most
welcome helpful advice.

12. The Constitution of an Advisory Board~It. mav happen in the
future that the greater independence of Provincial Forest Departinents will
involve some reduction in the degree of contact between the central Institute
and the Provinces. In such cireumstances the creation of an Advisry
Board, meeting at least once a ycar and representing provincial interests.
would certainly be desirable. It may happen, too, that the President of
the Institute will feel the need for outside advice before establiching new
sections or inangurating schemes of research which involve large sums of
money. There is also the possibility that Government, bef.ore sanctioning
new and elalorale proposals originating in the Institute itself. mizht he
anxious to obtain some independent opinion on their value. In view of thexe
possibilities we sugeest that consideration might be given to the expedicney
of cstablishing in the future an Advisory Board which would both assist
the President in determining the general policy of the Inz.mtutc and 91(1
Government in discharging its responsibilitics for the effective supervision
of work there.
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The. Board would be empowered to enquire into. the financial and
administrative activities of the Institute ; .it would approve annual pro-
grammes of work ; it would recommend the budget estinates and it would
advise on and eriticise the general policy of the Institute especially in con--
pection with the adoption of new research projects. - We suggest: that the
Board might be composed of the following members :— ,

The Secretary of the Department of Education, Ilealth and Lands.

' The Inspector General of Forests or .the. President of the Forest
Iiesearch Institute,

Two Conservators from Governoré' f'rovinees,

A representative of the Railway Board,

A scientist nominated by the Government of India,

A member of the Indian Associated Chamber of Commerce, and
A mecmber of the Eu;'opean Associated Chamber of Commeree.

Ministers of Forests in provinces where forests are transferred might
also be invited to join the Board. '

We do not desire to define too closely . either the composilion or consti-
tution of the Board but, generally speaking, our idea is that representa-
tives should be seleeted from various provinces in rotation and that, with
a view to continuity of poliey, seats should be vacated at intervals of either
two or three years. A Board so constituted could give helpful advice
from an independent viewpoint on both: departments of the Institute’s
activities--the one which deals with forestry prorer and the one which
deals with the utilisation of timber and other forest products. Ve ure
convineed bowever, that the Board can only be of real use of its member-
ship is small, if it represents adequately the interests of forestry proper as
well as of science and industry, and if it meets at least ones a year. [If
these conditions are not fulfilled the Doard might be a eumbrance rather
than a help to the President of the Institute and its raison d’cére would dis-
appear,

(B).;Inlernal.

13. Control by the President of the Forest Research Institute.—The .
need for harmonious relations belween the Institute and the controlling
Government department is obvious.. If they understand cach other’s
problems, mutual sympathy and tolerance will be the result. DBut the
relation in which they stand to each other involves certain diffieulties.
The similarity Letween research work and .artistic work is mot always
realised. In the nature of things it is almost as difficult for a pmblic
department to carry on research as it would be for it to produce literature,
Both forms of creative effort are impatient of regulation or conirol. In
both the main desideratum is the utmost possible liberty for the artist ;
and this every public department of its very nature abhors. We are
strongly of the opinion that the best way for a government to assist re-
search is to get a good man and trust him to carry on the work with the
minimum amount of interfercnce or control.
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We mnderstand that the President of the Institute is entitled within
Iimits, provided he does not overstep his budget or incur any commitmeuts.
for future years, fo samction expenditure for staff or apparatus. We are
of the opinion that this system should be extended as far as is constitutional.
Iy possible and that the necessity for reference tp the department, with the
inevitable delays which this involves, should be reduced to an absolute:
minimum. We understand that the advice of the President is always taken.
before staff is to be engaged and we are of the opinjon that this arange--
ment should. continue. Ome cannot expect the Ilead of an Institute to-
inspire, or accept responsibilities for, research work if he does not believer
in the inen who are working for him.

e ——
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CHAPTER V.
ORGANISATION oF THE INSTITUTE,

14. The President and Vice-President of the Forest Research Insii-
‘tute.——it has been represented to us that the present administraiive machi-
nery of the Ibpstitute is inadequate in  several respects. It
is said, in the first place, that the amalgamation of the posts of Inspector
Ueneral of orests and President of the Forest Research Institute has
operated to the detriment of the Institute’s best interests. The responsi-
bilities of the President of the Forest Research Institute are heavy ; it is
his duty to control the whole of the work in progress in the various Branches
of the Inslitute ; to examine the accounts of his own and other offices ;
10 control the establishment and administer the estate of the Institute ;
- to carry on correspondence about forest research with all parts of the
world ; to examine and authorise publication of all literature issued by ihe
Institute ; to cxamine and eriticise all working plans submitted to him, and
generally to {naugurate, and direct the development of, particular lines
of research. In uddition to these duties he has to supervise the administra-
tion of the Langers’ College and the Indian Forest Service Colleye. In
the performance of these multifarious duties the President of the Institute
ix assisted by ihe Vice-President ; but the Vice-President iy himnscif
Professor of Iorestry at the College and it is regrettable that half the time
of a highly paid and experienced forest officer should be devoted, as it is
at present, to the routine work of the President’s office. The main objec-
tion urged against the present system is that the duties enumerated ahove
cannot be ratisfactorily performed by a man who, as Inspector General of
Forests, must tour extensively in the provinees; and it is clear that the
dual responsibility, constituted as it now is, cannot be adequately dis-
charged by one man,

15. Lack of scientific control in the Institute.—Consideration of the
vbjects which a Research Institute must have continuously in view and
of the means which it must adopt to achieve those objects leads us to thirk
1hat the controlling elements in the organisation of the Institute are not
at present ideally constituted. The work of the Economie Branch is largely
technieal and the activities of the different Sections within that Branch
are highly specialised. Unless there is some controliing authority which
will limit and define the scope of individual investigations and co-ordinate
the work of the different Sections, it is probable that effort will be wasted,
unnecessary expense will be incarred, and confusion will ensue. Sections
will concentrate more and more closely on the particular problems associated
with their own werk and will lose touch, to an increasingly greater extent,
with the work of other Sections ; it is possible moreover, that t_hey
will adopt wrong methods of attacking mew problems or will be led into
investigations which have no immediate relevance to the task actually
entrusted to them. The Forest Economist, as Branch Officer, is supp089d
tc direct and control the Sections nnder him. But the Forest }_Egonomlst
must be a forest officer, with practical experience of forest conditions and
with a knowledge of the methods and costs of extraction and other con-
siderations which affect the possibilities of utilising timber for commereial
or industrial purposes. It is impossible to expect such a man to have the
detailed scientific knowledge necessary for the control, on the technical
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kide, of the Seetions under his charge. 1t is equally impossible to expect
Trom the President of the Forest Rescarch Institute, a man whose life has
been spent in administrative posts in the Forest Service, such exceptionally
_high scientifie gualifieations as would enable him to supervise efliciently the
work of the Sectional heads in the Economic Branch. We have little douht
ithat the work of the Institute would have gained in value in the past, av it
Avill in the future, by the appoiotment of a man of high scientifie qualifi-
.cations to whom tile‘ various officers conld turn for advice in attacking the
“problems which inevitably present themselves in the course of investigations,
and whose function it would be tp see that rescarch was- being undertakon
‘on.scientific lines, We have little doubt too that the Dranches on tho
-Biological side would gain if there were some eminept scientist on the staif
‘of the Institute who could give advice as to the lines on which work

‘should proceed.

~ 16. The appointment of a Director of Research—These eonsiderations
Jhave led us to. the conclusipn that.the appointment to the stuff of the
:Institute of some scicntist with outstanding qualifications is most desirable,
‘Wa have given careful thought to the possibility of appointing snch a man
Precident of the Forest Research Institute.. The separation of the posts of
Inspector General of Forcsts and President of the Forest Research Institore
would provitle the simplest solution of the difficultics which we have
mentioned in para. 4. This separation Wwas in force up to 1926, hut on
.ihe reegmmendation of the Inchecape Committee the Government of India,
4n their despatch No. 7, dated the 12th August 1926, substituted the pre-
-sent. system.  'The main consideration which influenced Government in
making ibe chabire was that the duties of the Inspector General of Foresty
avere not in themselves sufficient to .oceupy fully the time of that officer,
We sce in the future no prospect that the duties of the Inspector (icneral of
Forests will grow more arduous or more numetous, and we would not wish
to change the present system except for the most cogent reasons. There are,
indeed, advantages in retaining the Inspector General of Forests as Presi-
dent of the Forest Rescarch Institute. The Institute must remain in the
closest tonch with the forest services 3 its work wust be known to and
command the respect of forest officers as well as of industrial concerns g
and the appointment of any but a Service man to the post of President
of the Forest Research Institaté might endanger the present happy eo-
operation between the Institute and forest officers working in the provinees
Yt may happen, However, that, at some period in the future, the adminis-
{ration of Forests will be transferred to provincial Governments and the
post of Inspector Gteneral of Forests abolished. Under such circumstances
we see no reason why, if no senior forest officer with suitable scientifie
wyualifications Were available, the Director of Research, whose appointment
we are recommendinz, should mnecessarily be debarred from holding the
post of President. But such an appointment would be eonditional on his

aving shown, as Director of Research, that he possessed a broad and
sympathetic outlook and was eapable of maintaining friendly relations with
‘all. To have the work of the Institute stigmatised as academie and ua-
practical by the forest officers would be fatal to its utility. A scientist
appointed President of the Forest Research Institute would have to dns_mlve
many doubts in many practical minds before full confidence was established
that the true interests of forestry had been safely committed to his
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tharge. There is no doubt, however, that the association of a scientist
with a forest officer in the direction of the Institute would ensure in the
control of the work itself the proper representation of its two main aspeets.
The forest officer knows the forests, and he knows the difficulties which are
found both in the culture and the utilisation of timber and other forest
products. His task is to outline the problems with which forestry is
faced ; the task of the scientist is to solve them. Neither can succeed with-
out the co-operation of the other ; and it is our hope that the association
in the direction of the Institute of two men, each distinguished in his
scparate vocation, will promote alike the interests of the Economic and the
Biological Departments of the Institute.

We recommend, therefore, that a Director of Research be appointed
to the staff of the Institute. Iis function in relation to the Institute wouid
be that which the Institute itself performs in relation to the rrovinces
** t0 deal with the more strictly scientific portion of research and in general
to gnide and co-ordinate investigations *>. The Director of Research would
be subordinate to the President of the Forest Research Institute, but he
would be given the greatest freedom in the direction of the work of the
Institute so far as its scientific aspect was concerned. Harmonions co-
operation between the Director of Research and the President of the Forest
Ilesearch Institute would be essential to the success of our proposal. We
do not despair of the possibility of such bharmony ; on the contrary, we
expect it. - But the selection of an individual to fill the post of Director of
Research would have to be made with the greatest diseretion. He would
have to be a man not only eminent as a scientist but endowed with such
personal qualities as wounld enable him both to work in the most friendly
co-operation with the President of the Forest Research Institute, and to.
temper and direct the enthusiasms of Sectional heads without offending
their susceptibilities. The work of the Director of Research would, we
anticipate, be largely concerned with the Economic Branch of the Institute ;
and we consider that a maa who has made a special study of the physical
aspeets of chemistry or the chemical aspects of physies would be best
qualified to hold this post. The post should be tenable, in the first instance,
for a period of three years, after which it should be made permanent. The
sulary attached to it should commence with at least Rs. 2,500 per mensem.
1t is possible, perhaps probable, that no sunitable candidate will be im-
mediately available. The appointment of an unsuitable person would, we
believe, be most injurious to the interests of the Institute ; and, in our
opinion, it would be better to postpone the appointment till the right man
is aveilable. The scientific attainments and persona! qualities of the holder
of this post are so important that we recommend that, before making an
appointment, the Publie Service Commission be asked to take the advice.
through the High Commissioner, of the Council of the Royal Society and
the Advisory Council of the Department of Scientific and Industrial
Research.

17. The appointment of a Personal Assistant to the President of the
Forest Research Institute and abolition of the post of Vice-President.—
Whether a Director of Research is appointed in the first instance or not,
we recommend the abolition of the post of Vice-President of the Institute.
Educaticn should not, we consider, be included amongst the activitics of
the Institute; though we approve of the present system whereby the ser.
vices of oficers of the Institute are used for giving lectures at the College.
The Institute and the College should be administratively separate and the

L20IEHL
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College should have a separate Principal under the Inspeetor Genersi of

Forests. Certainly the present anomalous position whereby the Vice-
Presicent’s activities are divided between his educational work at the
College and his work in the office of the President of the Forest Vesearch
Institute should be discontinued. We therefore recommend the ereation
of the post of Personal Assistant to the President of the Morest
Research Institute. We were at first of the opinion that the administration
of the whole Institute should be under the Director of Rescarch, and that
the Personal Assistant should be attachied to him. But we have come to the
conclusion that the Director of Research would be able to devote his atten-
tion more exclusively o scientific matters if he were relieved of responsi-
bility for the administrative work of the Institute and did not have his
time taken up with the performaneca,of routine duties, The possibility of
Iriction would also be reduced if responsibility for the administrative and
scientific control of the Institute were separately apportioned. The post of
Personal Assistant should normally be filled by an officer of the Indian
Forest Service with several years’ experience. All the administrative work
conuected with the Institute, and especially that connected with the manage-
ment of the estate, would be performed by him subject to tha eontrol of tue
I'vesident. The administrative control of the Institute should., we have
said, remain in the hands of the President ; but any question affecting the
work or the cfficiency of the Branches should be referred by the Personal
Assistant to the Directof of Research, though there would Le no need,
unless the Director of Research especially wished it, to refer questions of
mere rantine. The main advantage of this proposal is that, when the
President of the Forest Research Institute was away on tour in the
vapacity of Inspector General of Forests, the work of the Institute would
not suffer in any way. The Director of Research would continue to control
the work of the Institute on the scientific side, and the Personal Assistanl
would attend to all administrative details. The management of the
Central Offiee, the formation of which we recommend below, would alsw
be in the hands of the Personal Assistant. .

. 18. Centralisation of Branch Offices.—The heads of all Branches have
brought to our notice the disproportionate amount of time which they are
compelled to devote to routine work in their offices. Officers engaged in
rescarch work should have as few distractions as possible, and though
n certain amount of office work is inevitable, we consider that it should be
reduced as far as is compatible with efficiency. The present systera under
which each Branch (except that of the Chemist) has an office of its own and
deals with all correspondence, files and accounts independently of other
Branches, i3 uneconomical and involves extensive duplication of work.
The centralisation of offices would helprto establish that close touch between
Branches which it is our aim to encourage in every possible way. The ad-
vantages of a Central Office which would act as a distributing agency and
would also dispose direetly of all matters which did not demand the personal
attention of the heads of Branches or Scctions are obvious. Only two ques-
tions have exercised us in any degree. The first is whether the office of the
Forest Economist should remain independent of the Central Office or not.
The work of the Forest Economist’s office far exceeds in bulk that of the other
offices ; it is different, too, in quality, as the task of the Forest Economist
is’largely to answer technical enquiries concerning the work of the Sectiona
under him. We do not consider, however, that the difference in the nature
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of the correspondence carried on by the Forest Economist justifies the
retention by him of a separate office. His correspondence could be handled
equally well by a department in the Central Office specially devoted to the
purpose ; and the connection of this department with the Central Office
would be wholly beneficial. There is no reason too, why the Central Office
thould not be located near the Economic Branch. The other guestion which
we bave considered is whether the accounts of the whole Institute should
he made up in one office or whether they should be dealt with separately
Ly Branches as is at present the custom. The accounts of the Economic
Branch are again the largest and most complicated ; but we have little
doubt that the centralisation of the accounts work of all Branches would
entail great advantages. The sums involved annually amount to several
lakhs of rupees ; and we consider that some trouble might be saved if an
accouniant were specially delegated from the Accountant General’s Office
to deal with this work. We therefore recommend the amalgamation of all
Brauch Offices with that of the President of the Forest Research Institute,
and the formation of an Accounts Office, attached to the Central Office,
which will deal with the Accounts of the whole Institute. The management
of this Central Office would be in the hands of the Personal Assistant to the
President of the Forest Research Institute, and the officer delegated from
ihe Accounts Office would work under his general supervision,

19. The Forest Economist and Utlisation Work.—The appointment
of a Director of Research will ensure that the work of the Institute is
eontrolled on its seientific side andswe do not think that the detailed super-
vision of the work of his Sections by the Ferest Economist will he so neces-
sary in the future. The Forest Economist has, at present, to combine in
himsclf the most varied abilities. He must supervise, on tue scientiic
side, the highly specialised work of his Sections ; he must co-ordinate tkeir .
various aetivities ; he must control them on the administrative side of
their work ; and, most important of all, he must act as publicist and utili-
sation officer for the Institute; as it is to his Branch that all enquiries from
the Railways, the Public Works Department, timber merchants and in-
dustrialists in general come for disposal. The work of the Feorest Econo--
mist as a publicist has been strietly limited in the past by the cxigencies of
his other duties. He would have been neglecting his responsibilities at the
Institute had he been frequently on tour in the Provinces ; and he has Leen
compelled to do a great deal of work by correspondence which could
have been dune by personal intercourse with greater efficacy and wi'h
greater benefit buth te the Institute and industry. The importance of 1he
work done by a Utilisation Officer we eonsider paramount. It was recog-
nised in the Report of the Imperial Economie Committee on Timber which
says®:*“ An interesting feature of the organisation at Princes Rishorough is
the presence on the staff of a special officer whose duty it is to be in constant
touch with the timber market and with the users of wood and generally to
act as a liaison ofScer between the scientific staff and the tiriber-using in-
dustries. ITe is deseribed as a ‘¢ timber utilisation’’ officer. .dn extension
of the Forest Products research laboratory to enable it to deal freely with
Empire timbers would probably necessitate the appointment of a secqnd
timber utilisation officer. We should consider this appointment an -
portant part of our proposals in regard to Princes Risborough. If it ever
becamne necessary to appoint yet further utilisation officers to devote their
whole time to the timbers either of a single Empire country or of groups of

*Para. 87 : Report of the Imnerial Economic Commiitee on Timber ; Angust

1928,
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eounfrics, we eonsider that the cost should be: borne by the country or Zroup
of ceuntries requiring that service’’. The Royal Commission on Agri-
culture in India® was equally emphatie on the desirability of appointing
special agencies for the exploitation of forest produets with u view to in-
dustrial development, and they recommended the appointment of g forest
utilisation efficer in every provinee, :

It appears to us that the apppintment of an officer at the Institate to
do the work "of utilisation is an wurgent necessity. The Sections of the
Economie Department are particularly concerned with investigations which
interest and affect the timber trade and the general public ; and we con-
sider that the Forest Economist who is familiar with the work of those
Sections and nnder whose nominal eontrol they woald remain, is the most
suitable person to do the work of atilisation. The new duties of the Forest
Economist will be to interest the public in forest produets, to supply
informatior of every possible kind, to travel alt aver India and mect repro
sentatives of firms interested in forest preducts, and generally to act ss a
medinm of communication between the forest department and the public.
‘The-Fgrest Iconomist should nmormally be a Forest Officer and should
be retained in the post as long as possible, for his utility will increase with
his' experience. When a vacaney occurs in the post the head of a Section
with forest experience or the utilisation officer from some province could
suitubly be appointed.

20. Personal Assistant to the Forest Economist.—The duties of the
Forest Economist as a utilisation officer will necessitate his being on vasar for
a large part of the year, though he must be #t the Institnte for scveral
months in the year fo familiarise himself with the progress made in the
different Sections in his Department, and to acquaint the officers of the
- Institute with the views of the public and the requirements of the timber
trade as they have been formulated to him. The control of the Secctions
of his Department on the scientific side will be in the hands of the Director
ef Research. We recommend that, irr place of the post of Assistant Forest
Yeonomist as now constituted, the post of Pervonal Assistant to the Foress
"Economist be created. The Personal Assistant would be responsible, in the
absence of the Forest Economist, for the supervision of the Sections on the
administrative side. By this system the work of the Sections would proceed
smoothly even in the absence of the departmental head.

21. Transitional Scheme.—We have recommended the abolition of
posts of Vice-President and Assistant Forest Economist, and the ereation
of the posts of Director of Rescarch, Personal Asgistamt to fhe President,
and Personal Assistant to the Forest Economist. At the same time we
have stressed the inadvisability of appointing a Director of Rescarch wuntil
a person suitable in every respect is found. Whilst we have every hope
that a person with the necessary qualifications will eventually be found
we cannot pretend to any confidence that such a person will be immediately
available, and we are unwilling that delay in appointing a Director of
Research should involve the postponement of our other proposals. If no
suitable eandidate offers himself for the post of Director of Research we
sugzest that the following temporary arrangement be adopted :—

The posts of Personal Assistant to the President of the Institute and
Personal Assistant to the Forest Economist should be filled, and the post
of Vice-President abolished. The present head of the Timber Testing
Section should be appointed Assistant Forest Economist, with power to
supervise and control, on the scientific side, the work of all Sections iq §he
Economic Department. Some such temporary and transitional provision

we consider essential if any delay ocecurs in the appointment of a Director
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of Rcsearch. At the head of several Sections there are now ycung Indian
officers earefully trained and prepared to take responsibility. 'hey will
be in independent charge of their Sections and will be responsible for the
work done in these Sections. But we consider it desirable that there should
he someone at the Institute with more general experience whose name will
carry greater weight outside. If Mr, Seaman, the head of the Timber
Testing Section, had been an expert only, we should not have suggested the
tetention of his services. But he is 2 man, not only intimately conversant
with the work of the Timber Testing and Wood T'echnoiogy Sections, but
of general scientific knowledge, with ontside experience, well capable of
directing and co-ordinating the work of several Sections without restrict-
ing the independence or affecting the sense of personal responsibility of the
heuds of those Sections.

If such an arrangement is necessary and ean be made, we believe that
it would be of the greatest practical value, both in promoting efficicncy and
in saleguarding the best interests of the Institute. Diagrams explaining
the proposed changes are attached in Appendix II.

22, Grades of Assistants.—The present grading of the various
Assistants, Computors, Moisture Determinators, Machine Operators and
other membery of the staff of the Institute is unsatisfactory. Members of
the staff’ are placed in certain grades with a fixed rate of increment, and in
those grades they must remain till their term of service expires or better
vrospeets lure them away. We realise that the development of the Insti
tute has been rapid and that the continual creation of new posts or the ap
pointment of new men with varying qualifications has led almost inevitably
to the present situation ; but it appears to us that -a stage has now been
reached when 1he position can with advantage be reviewed, and a new, care
fully plonned system be established which would give every man an incentive
to increase his utility and secure promotion. We do not consider the
present rates of pay inadequate ; some, for example the initial pay of
Upper Grade Assistants, we even consider unduly gemerous ; but it is
necessary not only to attract but to retain the best men, and we consider
this impossible under the present scheme. We recommend the cobstitu-
tion of a number of grades on definite scales of pay so related to each other
that promotion from one to the other would be the normal method of
filling vacancies or recognising ability. Promotion would be by selection
and nol. by seniority. Selection would be on grounds of merit alone, and
while the uninspired romtine worker would rise automatically to the top
of his grade and remain there, men who showed special ability would have
every opportunity of rising to better paid and more responsible positions.
We ULelieve that the introduction of such a systemt wonld promote a healthy
eompetitive spirit amongst members of the staff and would ensure that the
work in the lower grades of the Institute was inspired by a greater degree
of enthusiasm. In determining the mutual relation of these standard
grades and in formulating the scales of pay attached to them, due regard
would have to be paid to the claims of the members of the present staf
But we do not anticipate that there would be any insuperable difficulty in
fitting the existing posts into a new scheme. We have not thought it part
of our duties to work out such a scheme in detail, but we attach (in
Appendix I11) an outline which was suggested to us and which might form
a suitable basis for more detailed examination, We are of opinion, how-
ever, that the scales of pay suggested for the higher grades should be care- -
fully scrutinised and that facilities should be freely gafforded to really
good men for more rapid promotion through several grades.
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CHAPTER VL
RECRUITMENT AND TRAINING.

23. Special qualifications necessary for Research.—Before discussing
the methods of recruitment to the staff of the Institute which have been adopt-
ed in the past, and before suggesting any improved scheme, we wish to
emphasise the fundamental distinction between research and administrative
work. Research at the Iustitute is not of the type which discovers new
principles of general application, but of the type which applies known
principles to mew material in the hope of making some discovery of
economic, and perhaps of scientific, value. But research, whether operating
in the realm of pure or applied science, demands imagination and the
ability to extract a principle or derive a law from a mass of observations.
To be successful it demands, more’ than any other kind of work, highly
trained and specialised men. A formula or law evolved from imsufficient
or faulty data, even a single mistake in caleulation, may entail the wreckage
of a whole project. The publication of results arrived at from considers-
tion of erroneous data may do incalculable damage to a commercial enter-
prise which has staked its future prosperity om the aecuracy of those
results. Administrative work normally demands neither such specialised
trairing nor such meticulous accuracy. Any reasonably intellizent person
can be made into an administrator ; only a small fraction of humanity
eould ever do the work of research. It differs from the work of administra-
tion as does the work of a portrait painter from that of a house painter :
The qualities of mind, the outlook, the training it demands are all different 3
and unless a suitable person is found to do it, it were better left undone.

In view of the unique nature of the work of research and the exeep-
tional qualities it demands in those who undertake it, we believe that tho
Justitute can only prove of value in the future if its staff is recruited
by methods of strict selection from suitable candidates.

24, Past method of recruiting Upper and Lower Grade Assistants.—
In the past, as each post of Upper Grade or Lower Grade Assistaut fell
vacant or was crealed, special recruitment was made to fill that post, and the
most suitable candidate was appointed without regard to his capacity for
adapting himself to other kinds of work or eventually rising to a position
of preater responsibility. Each Assistant was placed in a grade, with a
fixed scale of pay, without any. hope of promotion to a higher grade or of
transferenee te a similar grade in another Section where work might be 110re
eongerial, As a result the most promising Asistants, deprived of the
chance of self-advancement, are eontinually tempted to leave the Institute
to take up other posts with more favourable prospects. Such a system is
cbviously unsatisfactory : It leads te discontent amongst Assistants them-
selves : It deprives the Institute of the serviees of the most promising mem-
bers of the subordinate staff ; and research itself must suffer when the
heads of Sections are compelled to give so much of their time to the train-
ing of newly’ reeruited Assistants in the highly specialised work whieh
they have to undertake.

25. Past method of recruiting Imperial Assistants.—Above the
TUpper Grade Assistants in certain Sections of the Economiec Branch are
Assistants, or Imperial Assistants, as they are sometimes called. These men
were specially recruited with a view to their taking over charge of the Section
to which they were attached when they were sufficiently trained. We do
" mot wish to call in question, in any way, the abilities or qualifications of
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those Assistants who have already been selected ; some method of direct
recruitment was necessary in a transitional period; and the Institute can
congratulate itself on having engaged men of considerable promise ; but
we believe that this method of recruitment should be discontinued in the
futare., In prineiple, we consider it undesirable that any person, how-
ever distinguished his academic eareer may have been, should be placed
under the head of a Section for training in research work on the definite
understanding that, in the course of a few years, he will take charge of
that Section. Research demands exceptional qualities of mind, and tha
charge of a Section lays on its holder many and great responsibilities.
Only after he has done a eonsiderable amount of work at the fustitute itself
can it be satisfactorily determined whether a man possesses those qualities
which will enable him both to direct the work of a Section on scientitic lines
. and to undertake the responsibilities inseparably connected with the

bdrainistration of a large staff. In practice, too, it is unjust to the
individual to appoint him on the understanding that he will be promoted
to the charge of his Section when he is competent to carry on the work
independently, and then to postpone his promotion on the grounds that
~ he is not, and perhaps never will be, competent to earry on the work without
iinpairing the reputation of the Institute. Under such a system the rights
of the individual and the interests of the Institute must inevitably come into
conflict,

26. Proposed new method of recruitment.—Under the system which
we propose, ary post, as it falls vacant, will be filled by selection from men
already on the staff of the Institute. Initial reernitment to a grade equiva-
lent to that in which Lower Grade Assistants, Head Computors, ete., are now
placed would take place in the following manner :—

Two or three graduates with recognised degrees would be selected by
the Public Service Commission from amongst candidates for the pest.
These. graduates would be given probationary scholarships: (of a maximuom
valwe of Rs. 150 per mensem) tenable for one year, and would be given
work in some Secction at the Institute. These scholarships would be given
on the clear and definite understanding that they were probationary only
and did not give their holder any right to permanent employment on the
expiration -of the probationary period. At the end of the year, the
President of the Forest Research Institute would consider reports on
the work of the probationers and would select one only for further proba-
tion and training. Those not selected would either leave the Institute or
be appointed to such subordinate positions on the staff of the Institute as
the President thought fit. The man selected would undergo another two
years’ probation, being placed in an appropriate grade on a definite scale of
pay (e.g., Rs. 150—5—200). During these two years he would do further
work in a Section, and would, on the recommendation of the President
o the Forest Research Institute, be sent on an eight months’ course to
the Indian Forest Service College, in which eourse there would be included
several months of actual touring in the forests. In special cases it may
be desirable to attach the probationer to some forest division for further
training. The object of this provision is to ensure that, when posts: fall
vacant in those Sections where the work can only be done efficiently by men
who have some experience of actual forest conditions, there would b_e, smongst
the Assistants in the various grades, men with the requisite experience from
whom selection could be made. On the ecompletion of these two further



20

years the probationer would be made permanent at such a scale of pay in
such grade as the P'resident of the IPorest Research Institute thought fit,

27, Candidates who have taken the Forestry Course at the College.—
Preference in the sclection of probationers should, we consider, be given to
thosé candidates who have taken a Forestry course at the College in o
private capacity, and who also have the necessary scientific qualifications.
The fact that they took the course on their own initiative would be evidence
~of their predileetion for work in connection with forests ; and there would
‘be the additional advantage that their character and ability would already
‘have been gauged with sufficient accuracy to determine their suitability
or otherwise for selection. Nor would we wish, by our proposed system,
to exclude from direct appointment those members of the Provincial Forest
Service who have completed a course of Forestry at the College and have
shewn that they possessed a scientifiec outlook and a bent for research.

28. Interchange between Sections.—We consider it most important
that Assistants, of whatever grade, should be freely interchanged amongst the
ditferent Sections whenever a suitable opportunity occurs. It is true
that the work in the various Sections differs in its nature ; but the general
. principles underlying the work are not so dissimilar as to make this inter-
change impossible. Such interchanges we consider both necessary for the
adequate training of Assistants and desirable as promoting closer touch
between the Sections themselves. An additional advantage, too, is that
they would provide Assistants with further avenues for promotion.

. 29. The proposed system in practice—The proposed system would,
we anticipate, operate in the following way it is fully established : When
the Head of a Section retires, his place would be filled by an
Assistant, either from his own or-some other Séction. The place of that
Assistant would, in turn, be filled by another Assistant from the same
or a lower grade working in either the same or a different Section. The
c¢harge of a Section would almost inevitably be taken by an Assistant in
that Section ; but the less specialised and technical the work of any post
was, ihe greater would be the possibility of filling it from another Section.
In individual cases it might happen that there was no person on the staff
of the Forest Research Institute capable of discharging adequately the
responsibilities ¢f a particular post. In such cases direct recruitment
‘would have to be made from outside ; but such recruitment should only
be made in the last resort, and we believe that, if the proposed scheme is
adopfed in the immediate future, no such eontingency should arise.

30. Conditions of selection.—We have explained that research work
is of such a nature that it can only be undertaken successfully by men with
speecial qualities of mind who have been carefully trained over a perind
olf?' vears. We attach the greatest importance, therefore, to the initial
sclection of suitable candidates. Every candidate will have the opportnnity
of rising to the highest position, and only those candidates should be
selected in the first instance who give promise of developing the necessary
ability. The President of the Institute, moreover, must have absolute
power 1o dispense with the services of those probationers whose work does
not come up to the standard of proficiency required.

- We hope that, in a few years’ time, there will be, distributed amongst
the various Sections in different grades, a number of Assistants anxious to
rise and eapable of rising, to posts to which they eannot now aspire. But
promotion must be by merit alone. On this we insist with all the emphasia
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at our command. Our proposed system will be not only useless Lt per-
nicious if the principle of selection by merit alone is not adhered to most
rigidly. The reputation and the value of the Institute depend entirely
on the reliability of the men to whom the work of research is entrusted ;
a man’s generosity t6 his owa impressions in selecting and interpreting
results may lead to the promulgation of faulty theories ; and inefficiency
on the part of a single officer in a responsible post may do grave damage
to the reputation for sound and trustworthy work which it is the task
of years to establish and without which no Research Institute ean be of any
practical value, We should not have proposed this scheme if we did not
earnostly bope that no raeial or communal considerations of any kind
whatsoever should affect detrimentally the opportunity for selection or
promotion of those persons whose intrinsie abilities have made them worthy
of it. It is particularly important in the case of a Research Institute that
this principle should be followed ; nnless it is adhered to strictly any scheme
of recruitment must prove futile.

31. Recruitment of experts.—One of the advantages of the proposed
scheme is that it obviates the need for recruiting experts at frequent
intervals. Within a short period of time young Indians, trained at the
institute and abroad, will have taken the place of the European experts
employed in the past. It will be the task of these young men to train
their successors who will, under the proposed scheme, be men specially
chosen Yor their aptitude for research. The recruitment of experts will,
however, be occasionally mecessary in the future. It will, frem tfime to
time, be.necessary to start some new and specialised work, and an expert
will be needed to initiate the new project and put it on a sound basis. We
do not anticipate that any expert would be needed to do actual research
work. That is the task of the scientist trained at the Forest Research
Institute. But, before the scientist ean'devise new methods of attacking
a problem, he must be fully acquainted with the old methods ; and this
knowledge he can acquire with the least waste of time and effort from
someone who has had practical experience. Such experts as are required
should, we consider, be recruited on short term contracts, as has been
the custom in the past ; but it should seldom or never be necessary to renew
these contracts, as members of a scientifically trained staff should be well
able to pursue investigations independently after a short period of initia-
tion. We consider the present method of selection adequate. The Public
Serviee Commission recruits in India, and the High Commissioner invites
applications from abroad. The Public Service Commission seeks the advice
of the stalf of the Forest Research Institute in appraising the technical
qualifieations of candidates, and the High Commissioner in London is
aided by Forest- Experts such as Professor Troup and Mr. Pearson. The
numes and qualifications of experts in any particular line are well known,
and there is no reason to suppose that the present method of selection leaves
any field of possible reeruitment wunexplored.

82. Necessity for immediate adoption of new system.—We recom-
mend strongly that the proposed system of recruitment and probationary
training be adopted immediately, so that there may be, as soon as possible, &
supply of adequately qualified Assistants to fill the higher posts in the
Institule as fhey Rall vacant. The working of the proposed system would
Le facilitated if there were standardised grades throughout the various
Branches and Sections of the Institute (as suggested in paragraph 22
of this Report), but the success of the system is not dependent on the
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prior establishment of these standardised grades. Any posts other than
those which are to be held by officers of the Forest Service should be filled
in accordance with our scheme of recruitment ; and we are firmly con-
vineed that only the strongest reasons should justify a deviation from this
method.

33. Necessity for training abroad.—We have stated our view that the
system of appointing particular persons as Assistants with the express
object of making them eventually heads of Sections, though perhaps un-
avoidable in the past, will be unnecessary in the future ; and we have
suggested methods of recruitment and of interchange between Sections
.which should secure good men and give them an admirable all round
training. The introduction of properly scaled grades and the possibility .
of rapid promotion through these grades strictly by selection should alsp.
give an opportunity to promising men to come to-the front. We hope
that as a result of the adoptxon of our proposals the Institute will have been .
supplied, in a few years’ time, with a number of well trained Indian
Agyistants, some of whom will be qualified eventually to take charpge of
Sections. But we do not believe that training at the Institate alone is
sufficient to give a man the detailed knowledge and-wide experience which
ferra the pecessary equipment of the head of a Section. Our view is that
outside training is essential, and we suggest that a ycar or two before thn
post of head of a Section falls vacant, the prospective successor should
be sent abroad for such training as has . been given in the past to 1ho
Tmperial Assistants who have already taken charge of Sections, . *

' We consider it desirable that a system of control over young Assistants
sent on deputation abroad should be devised. The eontrol of the lligh
Commissioner in London cannot be more than nominal ; and we think
ihat, on their return to Dehra Dun, Assistants should submit to the I’re-
sident of the Institute a detailed account of their work while on depulu-
tion. We would suggest that the duty of supervising the studies of thesa
Assistants should, whenever practicable, be delegated to some expert, who,
on payment of a small fee, would keep in touch with them and advise the
President of the Institute, through the Iligh Commissioner, of their
progress. We certainly think that these Assistants should be charged to
ask those professors, lecturers or research workers under whom they
study to send to the High Commissioner ccrtificates that they have attended
properly to their work and reporis containing other remarks which may
he considered applicable. We are aware that such certificates or reports
are not always a reliable guide to a correct estimate of the quality of a
student’s work ; but the necessity of obtaining them would, at least, prevent
ﬂatrrant abuse of the privileges and liberties ‘allowed by deputation.

- 34, Intercha.nge of research workers.—~We believe, however, that
('heapest and most effective method of providing the necessary outslde
experience and training would be by mutual interchange of research-
workers with similar Institutes abroad. We have read with interest the
recommendation approved by the Committee on the Organisation of
Medical Research® that *‘ Efforts should be made under the Research Fund.
Association to facilitate the * interchange ’ of workers engaged in laboratory.
or field work in India with similar workers in England or elsewhere.
Men sent home temporarlly from India in this way, if carefully chosen,

might not only gain much benefit to themselves but do much to attract

. *Page 65, Report of the Committee on the Organisation of Medical Research’
under the Government of India, 1928,
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other workers to take advantape of the great opportunities for resedrch
that India has to ofter . The Royal Commissicn on Agriculture in India
formulated the yet more ambitious scheme of ereating a chain of Empire
Rescarch stations whick would facilitate arrangements for the interchange
of visits between research workers in India and those in other parts of the
Einpire, and might eventually lead to the development of a system of
exchange of research workers for definite periods.* Such a system of
interchange, facilitated by the grant of scholarships, is already established
between certain  English and American Universities and has worked to
their mutual advantage. We see no reason why a systemn ef interchange
of research workers should not be established between the Institute at
Dehra Dun and the Institutions at Madison, Ottawa, Princes Risborough
and other places abroad. The advantage to Assistants who shiewed promise
- of abilities which would enable them to take charge of Sections would be
great., Tt would save the expense of deputation ; it would ensure adequate
control of the individual ; it would give opportunities of doing practical
work ‘under expert tuition, and it would broaden the outleok and enhance
the subsequent utility of the Assistant selected. It is possible, o6, that the
introdnetion to Dehra- Dun of young students from England, Canada or
America would stimulate the activities of Sections and inspire fresh lines
of thought, We have no reason to suppose that young Assistants would
not be welcomed at Princes Risborough and we believe that if the autho-
rities at Madison and Ottawa were approached on the subject, they would
¥ot be unwilling to enter into an arrangement which secured for members.
of thrir own stafi an opportunity of seeing the work which is being done in
India. We do not propése that any system of exchange scholarships should
be adopted. "We would wish the arrangements to be as informal as possi-
Me. Wheunever it appeared desirable to send a young Assistant abroad for
training and experience, the President of the Institute would get into com-
niunication with the authorities at the Institutions which we have men-
tioned, and if they wished to send some member of their staff to India,
the exchange could be effected without further trouble. Each institution
would pay the travelling expenses and salary of its own delegate who
would, on arrival, start work in that Section which was of particular
interest to him. It would not be necessary for research workers who were
changing places to have worked in exactly the same line, as arrangements
could be made at Dehra Dun for such an interchange of Assistants as
would leave a vacancy in the Section in which the visitor from abroad
was anxious to work. In our opinion it would be advisable for the Pre.
sident of the Institute at Dehra Dun to explore the possibilities of this
suggestion without delay, so that any general difficulties may be disposed
of before the question of exchanging particular individuals arises. We
suggest this scheme not as a vague ideal but as & solution, capable of being
put into immediate practice, of some of the difficulties incidental to the
1raining of Indiam research workers of the best type.

*Paragraphs 558 and 539, Report of the Royal Commission on Agriculture
in- India, 1928,
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CHAPTER VII.
OBGANISATION—BRANCHES AND SECTIONS.
Sivicultural Branch.

35. Conditions of Central Research in Silviculture.—1It has becn said
that good silviculture is the basis of all good forestry, and we have no desire
to question the aecuracy of this dictum. We would; however, add thut good
silvieulture will only be possible if there is a eo-ordinating eentre which
maintains the elosest touch with the provinces and notifies them, witheut
undue delay; of the results of experiments made elsewhere. This function
is admirably performed by the Central Silviculturist, although the amount
of research work which can he carried out at Dehra Dun itself 8 inevitably
Iimited by geographical and climatic eonsiderations, and only a restricted
range of investigations is possible there. For silvicultural researeh the
laying out of sample plots and the organisation of experimental and
acclimatisation stations is essential ; but we do not ecomsider it practical
for this work to be done wholly, or even partially, by the Central Nilvi-
eulturist. Sample plots started by the Institute have already been handed
over to the provinecial departments for supervision ; and we do not eon-
sider it frasible to' enfarge the staff of the Central Silviculturist to such
an extent that Iocal experimental or acclimatisation stations eould be under
his direct eontrol. The institution and supervision of such' stations is
properly the work of Provincial Silviculturists and it would hardly be
feasible, whilst it wouid be certainly undesirable, to deprive them of their
responsibilitice ir thiv respect. At the same time, uuless uniform methods
of laying out plots, estimating growth and eompiling other data from
investigations in progress are adopted, such investigations will be of Ioc»l
interest only, the work done in one Province will have to be done again in
another Province, and the interests of silviculture as a science will not
be promoted. These considerations lead us to think that one of the rnost im-
portant functions of the Central Silviculturist should be, not to carry on local
research work himself, but so to co-ordinate the work done in the provinees
‘that the results obtained may be of more than local value. There is yet
another aspezt of the problem. The duties o.f the Central Silviculturist
must obviously not be eonfined to the eollation of the results of local
investigations snd the deduction from them of eertain general proposi-
tions. The value of those propositions is negligible if they are not applicd
in the actual practice of silviculture and the Central Silviculturist must
be in a porition to advocate, even though he cannot enforce, improved
methods of silviculture throwghout the provinces.

. Relations of the Central Silviculturist with the Provinces.—The
relat?o(il (ﬁ the.&entral Silviculturist to Prov_inelal Silviculturists and the
organisation 6f work at the Institute on the lines best calculated to pron:;)_te
the interesis of silviculture in the provinces are subjects yvhw}l w;re dgs-
eussed: at the Silvieultural Conference in 1922, and arelbemg urther t'm-
cussed at the Conference of 1929. We capnot contemplate ]t‘l-xe mx;tntgi 191}
of a system which would give the Central Silviculturist any ind of official
control over Frovineial Silviculturists ; but we suggest that the progrcam:ne:
of Provincial Silviculturists should normally be sul‘)m}t::id to th? en 1?
Silvieulturist for his comments. The _Central Sllvu_: tnnstd from b;s
acquaintance with the work being done in -other provinces and from his
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knowledge of reeent developments could point out deficieneies or super-
fluities in the programmes ; he could make additional suggestions for work
which would prove of more than provincial interest and value ; and his
inspeetion of these programmes would ensure the adoption of standardised
methods of experiment throughout India. Not less important than the
co-ordination of the work of research in the provinees is the speedy applica-
tion to working plans of the latest econclusions which have been drawn from:
gilvicultural experiments. To achieve this objeet the serutiny of all work-
ing plans by a central authority is very desirable. Working Plans Officers:
are not always conversant with the latest developments in silvieulture ;
and it is not easy for them to keep in touch with the latest methods:
of estimating yield: or growth and of making other similar technical
ealenlations, We have reason to beliéve that the provineial officers them-
-gelves weleome outside advice ; and we think that the practice of submitting
working plans for approval to the Inspector General of Forests is one
which shouid continue whether or not the Inspeetor General of Forests
has power to alter them. As long as the Inspector General of Forests is
a'so President of the Research Institute he wiil be in the eclosest toucly
with improved methods of silviculture and will eontinue to have the advice
of the Central Silviculturist in eommenting on or suggesting. alterations
in proposed working plans.

37. Co-operation with the Provinces.—The importance of securing co-
operation between the Provinces and the Central Institute in the work of
research’ is especially great in this Braneh, and we have given careful eon-
sideration to the various means by which we think that such co-operation:
eould be promoted. We think it desirable that Provineial' Silvicuituristy’
and Working Plans Conservators should visit Dehra Dun at least once in
every two years, and that other provincial officers, even if they are not.
definitoly engaged in research work, should be encouraged to visit the
Institute in order to gain some idea of the scope of the work done at Dehra:
Dun. There can be no compulsion about these visits ; but we believe that
it the Provincial Forest Departments realised the benefits that would
accrun from them they would give more opportunity to the officers under
their eontrol to come to Dehra Dun and study for a while certain aspects
of forest work with which they might never otherwise become acquainted.

We a'so consider it desirable that before any officer takes up the post
of Provincial Silviculturist he should spend a month or two at Dehra Dun:
in collaboration with the Central Silviculturist. It is not our suggestion
that he should be trained by the Central Silviculturist, but that he should
be given an opportunity of familiarising himself both with the methods of
carrying out research work and with the methods of recording the results
of that work. This short period at Dehra Dun might later prove of in-
estimable value to a Provincial Silviculturist in ensuring that his experi«
ment3 were carried out in such a way as to be capable of comparison with
work done in other provinces ; and we trust that Provincial Forest Depart-
ments will not allow minor considerations of convenience or the- small
expense involved to prevent the utmost use being made of the central
organisation which exists for their benefit and their benefit alone.

38. The post of Central Silviculturist—If the Central Silviculturist
is to discharge effectively the responsibilities entailed by his position of
authority’ as it has been outlined by us, he must be a: man of Q_XCEp.t_lO'lml
qualifications: 1le must be a man not only of experience and seniority,
byt also of tact, or his advice will go unheeded ; he must Le a man with the
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orizinul mind required for research, or his advice will be valueless ; bhe
must, above all, be a man with an intimate knowledge of forest conditions,
well acynainted with the nature of the difficulties which forest officers.
have to overcome, or bis advice will be unpractical and useless. Such a
‘man is. difficalt o fird, and the pest of Central Silvicalturist should be
sufficiently attractive to secure ihe best men available. We do not recom.
mend that the post should automatically earry with it the rank of Cun-
servator, as this might add to the difficulties of selcction in particular cases,
But we recommend strongly that occupation of the post shou'd be given
full weight whea Provincial Conservators are to be appointed and should
not be allowed to interfere in any way with its incumbent’s chances of
promotion. Facilities greater than are at present afforded should be
given te the Central Silviculturist 'to study methods of silvicultare on
the Continent and in America ; and he should have every opportunity
of touring the Provinecs as frequently as possible.

'39. The: post of Assistant Silviculturist.—The post of Assistant Sil-
viculturist is, in our opimion, a necessity. We suggest that, as far as
possible am officer should be selected for this post who would be capable of
becoming eventually a Provincial Silviculturist. After serving for five
years as: Assistant Silvicultarist he would return to his Province to the
ordinary forest work, and after a few more years of service there his
claims to the post of Provincial Silviculturist when it fell vacant would
merit the strongest consideration. Eventually such an officer might
return to Dehra Dun as Central Silviculturist, for we anticipate that, imr
filling that post, prior consideration would be given to the claims of those
officers who had held the post of Provincial Silvicnlturist.

Botanical Branch.

40, General—This Branch, though an indispensable part of the
Institute, is more self-contained than other Branches and its well-being
is not dependent on the establishment and nraintenance of a close con-
nection with them.

" With reference to the constitution of this Branch, we may observe
that we see no reason why the post of Systematic Bofamist should auto-
matically earry with it the headship of the Branch. The present structure
of Branches and Sections must not be comsidered immutable and the
existing subordination of the Myecologist to the Systematic Botanist must
not be held to imply the inherent inferiority of a Mycologist to a Systematic
Botanist. The system now in force is one which has worked satisfactorily ;
it was presumably adopted to suit the needs of the moment and we see no
reason why, in the future, it should not be changed to suit the needs of tlae
moment., When the present head of the Branch retires it might be desirable
to regard Systematic Botany and Mycology as parallel Sections immediately
ander the Director of Research. We do not suggest that this should neces-
sarily be done ; but we desire to point out that the present system should
not be regarded as comstituted by some irrevocable decree, but should
rather be considered as a flexible, impermanent one capable of adaptation
to suit the demands of expediency. We consider recruitment from the
Forest Service desirable in this Branch if a suitable officer is available.

Entomological Branch.

41. General—The Entomological Branch, like the Botanical Branch,.
works in comparative independence of othier Branches. . Its york is, ho'w-‘
ever, of great importance to Forest Departments, especially in conmnection:
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.with the control of inseet pests. The dissemination of information which
it acquires from outside sources as well as from consideration of results
obtained locally eonstitutes an important part of its activities. We have
o particular recommendations to make in regard 1o the work of this
Branch, but we consider it advisable in the interests of forestry that
officers in this Dranch shou!d, whenever possible, be recruited from the
Forast Service. The observations which we have made with respect to
the relations between the Systematic Botanist and the Mycologist apply
mulatis mulandis to this Branch also.

Chemistry Branch.

42. Reconstitution as a Central Branch.—The Chemistry PBranch
undertakes a large amount of work for all Branches and Sections in the
Institute and, in our opinion, its importance is great enough to justify its
‘retention as-a separate Branch working immediately under the Director
of Research and the President of the Institute. In the past, there have
been occasions when, to cope with the large amount of chemical work
which has had to be undertaken in particular Sections, special recruit-
ment of an Assistant with an adequate knowledge of chemistry has been
made. Such oceasions will recur in the future, but we think it undesir-
able, from an economic point of view, that this system of special reeruit-
ment should continue. We consider that the Chemistry Branch should be
so adequately staffed that, whenever a Section requires a chemist either
for whole-time or part-time work, a man could readily be supplied from
the staff of that Branch who would return to it when his services were no
longer required. ’

43. Expansion of the Staff.—The constitution of a Central Chemical
Branch whose functions would be not only to perform the work of analysis
and to carry out the experiments required by heads of Branches or Sec-
tions, but also to depute men to work in these Branches or Sections when
needed, would undoubtedly be an economy., Already the staff of the
Chemical Branch has more work than it can cope with, and it would thus
be impossible, at the present time, to depute men to work in other Branches,
as we have suggested. We consider that the staff shou'd be strengthened
cither by transfer or recruitment. We have pointed out in para. 29
that direet recruitment of Upper Grade Assistants should only be re-
sorted to as an ‘exceptional measure and in connection with the activities
of this Branch also we wish to emphasise the nerassity of such careful
select’on as will ensure the appointment as Assistants of only highly
qualified and reliable men.

EcoNoMic DEPARTMENT.
Minor Forest Products Section.

44. Activities ¢. the Section.—The Royal Commissiori on Agriculture
calld attention to the importance to the agriculturist of the
development of forest industries by the various Iorest Depart-
ments and of investigation into the commercial possibilities
of minor forest products.* But the field of exploitation lying open to
this Seetion is so large that the activities of the staff should be most care-
fully directed if they are not to be dissipated. In the case of the majority
of the minor forest products the methods of collection, sorting, prepara-
tion and marketing are unsatisfactory, and the need-for improvement is
manifest. In this matter the Section can helo ; but its activities must te

*Para. 224, Report of the Royal Commission on Agriculture jn India, 1928,
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Carried on in the closest co-operation with the provinces. The Royal Com-
faission on Agrlcplture have given their opinion that ** In exploiting forvst
produee of all kinds it is very desirable that Forest Department should
work in elose touch with those responsible for the development of rural
industries *°.* Only through co-operation betweer the Central Institute
-and Ut_-lhsatiop Officers and Directors of Industries in the provinces, and
- between Provineial Utilisation Officers and local industries, can effect be
-given to the improved methods which it is the task of the research worket
to devise. It is desirable that both the htad of the Section and his
Assistant should be forest officets. We suggest that the Assistant should
_normally be recruited from thé¢ Provincial Forest Service as such an offices
“would be specially qualified to trace out the complicated eourse which
“ forest products take between their co’lection in the forest and their ap-
' pearance in a transformed state upon the mavket,

Wood Technology Section,

. 45. Connection with other Sections.—This section is at present work-
-ing under the part-time dircction of the Officer-in-Charge of the Timbet
“Testing Section. A young Indian Officer is being trained in America and
-will take charge of the Seetion on his return. Though this is the younge-t
-Bection in the Eeonomic Department it is one of the most important,
The functions of the Wood Technologist are described in the Report of
the Imperial Economie Committee on Tuaber ia the following termst :—

# %Phe first step in the determination of the probable uses of a timbes
s the microscopic examination of its cellular structure by a trained woad
technologist. This examination not only enables a correct identification of
xpécies, but ‘may diselose such a structure and properties as to render
‘lmprobable smy important industrial use. Thus, expense and effort in
-endeavouring to market a new timber for which the market prospects are
-small may be avoided. On the other hand, sueh exagnination may reveal
@ sindilarity of structure o 2 timber of proved eommereial value and thereby
:afford a preliminary indication of profitable nses.’”” What we Wish to
.emphasise, however, is not 80 much the importance of this Bection as its
‘connectibh with other Seetions. - Timber Testing, Seasoning, Wood Pre-
servation and Wood Working faust all take into actount the structure and
-eemposition of wood elements, and a knowledge of its individual eharacter-
‘stics 3¢ an indispensable preliminary to researth work on any species of
‘wood. We consider this Section, then, as one to which Assistants from
‘other Settions might. with profit be attached from time to time so that
they could learn the work in greater detail than would be possible from
casual visits. Such knowledge as they obtained would be o-f value to them
subsequently in whatever work they were 'engaged, and it is on Assistants
conversant with the work of several Sections that the Institute will rely
in the future for the investigation of fresh problems as they arise.

Paper Pulp Bection,
jon.~—In view of the faet that India has Jarge
ss, work has been earried out by the Institate
the eonversion of bamboe inte paper pulp.
hed some degree of finality and it is

46, Activities of the §
supplies of bamboo and gra
for 4 number of years on
These experiments have now reac _

*Para. 224, Repéft of the Royal Commission o8 Agriﬂultnre.in India, 1928.

{Para. 77, Beport of the Tmperial Economio Committee on Timber, 1928.
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cL:limed that the process may be regarded as a commereial proposition.
W_e are not in a position to estimate the prospects of further progress in
this matter, but there is considerable field for investigation into the uses
of savannah and similar grasses, and since the Institute has a trained man
available as well as the necessary plant, the investigation ean be under-
taken without any great capital expenditure. The increasing cost of
timber used for the purpose of paper-making has also led western countries
to devote constant attention to the problem' of making pulp manufacture
“cheaper, and we are of opinion that work should continue on these lines
for the present. We think that the whole question should be reviewed
“in a few years’ time with the object of determining whether the Section
should continue or whether the money and effort involved could not be
“devoted to some more profitable object.

47. Upper Grade Assistant.—At present the Assistant is only on a
temporary engagement, His main duty is to do the chemical work for
the Section. We have recommended that all the chemical activities of
the Institute should remain under the supervision of the head of the
-Chemical Dranch® and we suggest that the present Assistant be trans-
ferred on probation to the Chemical Branch. If the head of the Chemical
Branch considers him suitable for permanent appointment, he should be
confirmed in a suitable grade and either he or some other person with the
necessary qualifications would be deputed for ehemical work in the Paper
.Tulp Seection. :

If it is found necessary fo appoint an Upper Grade Assistant to the
Paper Pulp Section it is hoped that the person selected would be capable
of duing, in addition to his other duties, the comparatively simple chemieal
work of that Section. There would then be no necessity to delegate an
Assistant from the Chemical Branch exclusively for the purpose.

Seasoning Section.

48. Expansion of Section.—In view of the fact that some form of
seasoning is necessary for many types of timber and the results of experi-
ments are capable of immediate application in practice, we would recom-
mend sympathetic consideration of well thought out schemes of expansion
and acceleration for the work of this important Section. It may be
remarked that artificial seasoning is esnecially necessary for the refractory
timber which grows in India. The Section has already given its advice
and help in the erection of kilns at Lillocah on the East Indian Railway,
and at the Gun Carriage Factory at Jubbulpore, and it is hoped that, as a
result of its investigations, many more hardwoods will be brought on the
market which will, when kiln seascned, be able to take the place of teak.
Though the investigations of this Section should deal mainly with methods
of kiln seasoning, air seasoning cannot be neglected. The varied climatie
conditions of India do not allow the results obtained at Dehra Dun to be
taken as a basis for caleulations in other places ; and any research into
the reactions of timber to air seasoning which is to prove of value must be
undertaken in conjunction with the Provinces. It is part of the work

"of this Section to give advice in the erection of kilns ; and we would echo
here the opinion given elsewhere in our report (para. 61) that it is not and
should not be the task of the Institute to make estimates of co.mmercml
costs which are more properly the concern of industrial enterprises. The

*Para. 42
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work of thiy Section may give results of immediate practical utility and
should be encouraged ; and steps should be taken as soon as possivle to
make provision for addmonal staff in the way we have recommended.

Timber Tesfing Section.

49. Desirability of avoiding dzspropomonate expansion—In the
pumber of its staff and the amount of its expenditure this Section his
progressed beyond the stage yet reached by other Sections doing research
work. Credit is, indeed, due to the Officer-in-Charge whose ability and
enthusiasm have advanced the status and developed the activities of his
Section to such an extent ; but we feel that it would be more desiralle if
Sections advanced peri pessu and morc regard were paid to their relative
and proportionate development. We realise that an enormous field of 1n-
vestigation still lies before this Section unexplored, but there are problems
no less important awaiting the investigation of other Sections, and we would
advocate a more even degree of expansion by Sections doing work of equal
importance. We recommend, therefore, that until other Sections have
developed to a similar extent, proposals for engaging fresh staff in this
Seetion should be entertained most ‘eautiously. It might even be possible,
on occasions, to transfer selected men from this Section to other Sections.

Wood Preservation Section. :

50. Co-operation with Railways and Expansion of Sect.ion.-—W; have
noted with regret that thi$ Section has been without an Officer-in-Charge
for over 18 months at a time when it might have provided particularly
valuable serviece. The Railways are devoting considerable attention to the
comparative merits of steel and wooden sleepers, and if a suitable treatment
-ean be devised which will establish the supremacy of wooden sleepers the
gam to the Forest Departments would be immense. One of the main lines
of investigation by this Section has been to reduce wastage of timber Ly
demonstrating that sapwood ean bé treated in such a way as o give it the
durability of heartwood and to reduce the expense of treating sleepers
with creosote, so that they may be used at a eost which compares favourably
with that of steel sleepers. The introduction of half-round sleepers 18
also a matter which has engaged the attention of this Section. The necessity
for continual skilled investigation into these matters is great and we
may also call atténtion to the necessuy of maintaining intimate touch with
the Railways whose interests should be studied no less closely than those
of the Forest Departments. In many cases the interests of the two are
identical, and it is in such eases that the investigations of the Institute must
prove of exceptlonal economic ‘valne, We consider that the importance of
ihis Section requires that suitable additions to the staff should be made
at an early date.

Wood Workshop Section.
~ 51. Scope of its Activities in the Past.—The work of this Section
falls naturally into three divisions, and these may be separately consider-
ed —

) The Saw Mill ——It is the main task of this part of the Section
to convert logs into material required by other Sections for
experimental purposes, of the size and shape specified - by
them. It is also elaimed that advice is given to saw mills
and that artisans are trained in Saw-doctoring, but we are
doubtful whether the resources of the Institute ought to be,
or can be, profitably employed on this task.
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(#i) The Wood Workshop—A large amount of time is devoted to
the production of specimens for the Timber Testing Scetion.
Investigation into the working gualities and possible uses of
Indian woods for furniture raaking is also earried oa.

(4ii) Vencers,~This is a branch of the Section’s activities which in
the past has been somcwhat ncglected owing to the pre-
occupation of the Officer-in-charge with other work. For
several years attention was given almost exclusively to the
task of panelling the New Delhi Secretariat and Legislative
baildings.

52. Scope of its Activities in the Future.—We have cxamined the
- work of the Wood Workshops Section with considerable care and we do not
{hink that its propef functions are of such a nature as to justify the reten-
tion by it of its present status as a Section. The main task of this Section is
to prepare wood for experimental use by other Sections. In performing
this task it undertakes a service of utility only and no such elaborate or
technioal processes are involved as would necessitate supervision by a highly
paid expert. Nor can we see how the services of such an expert are essential
to the proper investigation of the workability of Indian woods or their
suitability for specific purposes.

It is claimed that new Indian woods whose suitability for manufacture
into farnitare has been established at the Institute can only be introduced
into the market and popularised when samples of furniture made of these
partieular woods are available ; and that it is desirable that sueh furniture
should be so exquisitely finished that it will attract the attention and
wompel the admiration of all who see it. We cannot admit that the obliga-
tions of the Institute to the public extend as far as this. It is reasonable
that the possible uses of Indian timber should be investigated at the
Jnstitute, and it is desirable that the results of those investigations should
be advertised in such 8 way as to secure a market for the wood in A[uestion.
$ut we cannot agree that it is proper for a Research Institute to expend a
disproportionate amount of the funds at its disposal not so much on the
work of research itself as in making articles to illustrate the results obtain-
ed. We advocate a marked diminution in the cabinet making activities of
this :Section and suggest that the Wood Workshops should become a
aitility serviee whose function would be to supply the internal needs of the -
whole Institute. They should be under the control of a head mistri with
sufficient technical skill to direct the staff and sufficient education to under-
stand the Full import of written orders. The fact that the charge of the
workshops will fall vacant in a few years’ time should be borne in mind,
and the mistri who is ultimately to take full charge might well be found
among the staff of the Institute.

53. Investigation into Methods of Veneering.—In recommending the
Treorganisation of this Section on a new basis we have not overlooked the
fact that there are at present attached.to it two European specialists on
contracts of 7 and 5 years respectively, with technical knowledge and
.experience . which render them capable of doing work of far greater skill
and importance than would be required of .the mistri in charge of work-
shops reorganised as we propose. The first of these, Mr. W. Nagle, has
already carried on some investigation into the smtabxhty of various Indian
woods for purposes of veneering and into the properties of the different
glues utilised in the manufacture of ply wood. The importance of such



32

investigations was emphasised in the Report on the I'ly wood and Tea
Chest Industry made by the Tariff Board in 1927. The Tariff Board
said —

‘“ Ply wood manufacture on a commercial scale being an industry of
comparatively recent growth, there is still much scope for
scientific investigation both into the processes followed and tha
suitability of the raw material used. In India in particular
where climatiec conditions are so diffcrent from those exist-
ing in Europe and America, considerable research is neces-
sary before methods of manufacture which have been proved
suitable elsewhere can be accepted as giving the best results
in this country. Investigation is required into such matters
as the best temperature and period for soahing logs, the
proper moisture content of veneers at the time of gluing, the
best combinations of different species of timber and the
suitability of various kinds of timber for the manufacture
of ornamental ply wood, to mention but a few of the pressing
problems which are now engaging the attention of the autho-
rities at the Forest Research Institute. We wish, therefore,
to emphasise the great importance to the future of the industry
of careful and reliable investigations being undertaken at the
Institute at Dehra Dun '.*

We ourselves are of opinion that this work is of far greater importance
than the manufacture, for purposes of advertisement, of hizh class furni-
tare and we recommend that Mr, Nagle’s time be devoted to investigating

the problems mentioned above.

54, Investigation into the Suitability of Indian Woods for Match
Manufacture.—The second of the men to whom we referred above is Me.
Gray ; we suggest that when the Wood Workshops are re-orzanised bis
services might be employed in connection with the projected schewmne of
investigation into the manufacture of matches from Indian wood, whilst
in the interval he might be employed on vencering work. It is clear that
such rescarch is necessary. The Indian Tariff Board recommended that a
definite research project into the Match Industry should be drawn up at
Dehra Dun Institute and elaborated their recommendation in the following
terms — :

‘ The problems to be investigated will include the suitability of the
varicus kinds of Indian timber for match manufacture, the
best method of storage, the extent to which the quality of
the wood can be improved by previous treatment such as
steaming or boiling and the prevention of attack by insects.
We mention these merely as an indication of the extent to
which investigation is needed in this industry and the list is
by no means exhaustive.’’t

*Chapter VI, paragraph 77, Report of the Indian Tariff Board regarding the
grant of protection to the Ply wood and Tea Chest Industry, 1927.

$Paragraph 25, Memorandum on the Supply of Indian Wood for. Match
Manufacture. Annexure to the Report of the Indian Tarif Board regarding the
Grant of Protection to the Match Industry, 1928.
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We fully agree that an investigation -into the suitability of Indian
woods for the manufacture of matches is one which should and must be
undertaken by the Institute. But before any project is initiated it is
essential in the interests of economy that the limits and scope of the pro-
posed investigation should be most carefully defined. The first question
which suggests itself .is ‘° What is the criterion of suitability 7 Xow can
it be determined whether a certain wood is or is not sunitable for the mann-
facture of matches ?’’ Experience in the past has shown that certain
woods split and peel well and appear to be eminently suitable for use as
match splints. But they fail when subjected to the later processes of
dipping, polishing, packing, etec. It might be imagined at first sight that
il the recommendations of the Institute with respect to matech wood were
to have any value, the Institute itself must instal a matech manufactory,
that it must put match splints through all the processes precedent to their
: prcarance packed in boxes in marketable form ; and that if it is to
cstunate the cost of production, it must carry out the manufacturing process
on a commercial scale. The expenditure involved in such an undertaking
would be enormous, and it would be unreasonable in our opinion for the
Institute to devote so disproportionate a part of its income to research on
onc particular project. There is, however, an alternative. Any investi-
gations carried on by the Institute into the manufacture of matches from
Indian woods are of immediate interest to match manufacturers, and would,
if successful, be of direct advantage to them. We suggest that before any
project is drawn up or any elaborate manufacturing plant installed, the
Forest Economist should convene a meeting of representatives of the
match trade, and consult them as to their exact requirements. We suggest
as a possible arrangement that the Institute should test the prima facie
suitability as match splints of all those woods which are available in any
considerable quantity and are also easily accessible, and should then send
samples of the splints to match manufacturers in India who would report
to the Institute on the way in which the splints had stood the final
processes. Information would then be available for determining what
Indian woods were most suitable for conversion into matches and whether
the cost of extraction, treatment, etc., was such as to make their exploitation
commercially profitable. 'We are inclined to indicate this as a possible line
of attack and make the further suggestion that Mr. Gray’s abilities might
suitably be devoted to the preliminary investigations.

55. Personnel—The proposal to train a young Indian Assistant to
take Mr. Nagle’s place as an expert cabinet maker will, if our recom-
mendations for the future of the Wood Workshops are accepted, be
superfluous. If, contrary to expectations, research into the manufacture
of ply wood is not finished by the time Mr. Nagle’s contract expires it
should be possible to entrust the conduct of further investigations to an
-Assistant trained in accordance with our general scheme.
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CHAPTER VIIIL,

GENERAL WORKING .OP THE INSTITUTE

58. Internal co-ordination and co-operation.—We have discussed the
problems with which individual Branches and Sections -in the Institute
are faced, but there are & number of considerations which affest them all.
Chief amongst these is the necessity for encouraging amongst members of
the Institute knowledge of each others’ work and sympathy with its aims
We are in complete accordance with the views of the Royal Commission on
Agrienlture in India on this matter. They say ‘* The co-ordination of the
research work carried on in the various sections of a research institute is
only a degree less important than that of co-ordinating the work of the
institution as a whole with that of other research institutions. Work is
mpt to get into a groove. ‘Barriers are apt to rise, especially when researck
institutions are located in remofe places where the intellectual stimulm
provided by intercourse with intelligent outside opinion, not necessarily
of a scientifie character, is absent®.”” The Report goes oa to describe the
system in force at Rothamsted >~

“ The whole of the staff together with amy post-graduate and other
workers at the Institute assembles iwive @ month, except in the holiday
season, to hear from some one person an account of the work be has done and
to diseuss it. All the work of the station is thus brought under review
defore it is published. The laboratory assistants are also invited to attend
when :the subject interests them. The eatire body of workers also meets
daily ; there are no formalities, but every worker has the opportunity of
aveting the others. All the junior members of the staif are expestod to
thave -a general acquaintance with the work of every department of the
Institute, to be able to .show scientifie visitors round and to explain, in
broad outlines, -thé investigations in progress.  To facilitate acquisition
of this knowledge, statements are drawn np periodically .by the heads ol
the various departments and .eirculated among -the staff ; starf .touew .of
the Jlaboratories -and fields are .also -arranged when suitable demonstra-
tions are given. It-is held .that :the result ol these .activities is that the
work of -the -various departments tends to grow .into one whole ; much
Jjoint-work jis arranged and there is considerable discussion .and interchange
of views ’’. We do not make the definite recommendation that this system
should be adopted - iz &ofo at Dehra Dun. It is a system which eannot
usefully be forced on .a scientific body by higher authorities, as it de-
pends for its success so largely on its informality and the enthusissm
with which it is operated by members of the staff. We do believe, how-
ever, that a periodical collogquium of the type suggested would do much
1o ‘break down the barriers which are already growing up between the
different ‘Sections and Branches jn the Institute ; it would promote, too,
an atmosphere of friendliness in which discussion eould be ecarricd on
witbout resentment or Dbitterness. “We commend this system to the
authorities at the Institute as being worthy of at any rate a trial.

57. Temporary appointments to be avoided.—No less important thaa
‘the establishment of a Friendly atmosphere throughout the Institute is the
possession, by the research worker himself, of a tranquil mind. We are
aware that this is largely a personal matter which cannot be regulated

*Para, 64, Report of the Royal Commission on Agriculture in India, 1928
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by any cxternal agency. At the same time something can be done to
prevent anxiety about their future from worrying and distracting
members of the staff of the Imstitute. Temporary appointments and
short term agreements give a feeling of impermanence and insecurity
which is bound to affect 8 man’s work. It is particularly important that
a man doing research should see his future clear before him and be qble
to plan out his work ahead without having to make the term of his project
coincide with the term of his contract. We consider that the appointment
of members of the staff on short term agreements should be avoided as
far as possible. A term of probation followed by permanent appointment
is the most satisfactory method of engaging members of the staif and we
hope that it will be followed ir the future whenever possible.

58. Continuity of work.-—We had occasion to observe® that the work
of the Wood Preservation Sectiorr had suffered from having flo officer in
charge for a period of over eighteen months. Any work must suffer
wlhen the person mosf qualified to do it is away ; but we think that steps
should be faken to proseécute investigations as vigorously as possible evem
in the absence of the speeial officer in charge 6f a Seetion. e hope thai
the system of generalised training of Assistants whieh we have advoqated,
and their interchange between different Sections, will make this easier.
There should be at least as many officers in the Economic Department in the
grade corresponding to that of what are now known as Upper (rade
Assislants as there are Sections in that Department, and if the services of
these Assistants are utilised in different Sections as opportunities arise,
there will be a broad field of selection whenever a vacamey occurs. No
officer rhould go on leave without satisfying himself that the work eom-
mitted to his charge will be carried on in his absence as satisfactorily. as
circumstances permit. If such provision is not made, expensive plant will
ge] idlel and the progress of investigations of practical urgency will be

clayed. A

59. The keeping of Records.—If the work done by different Sections
is to be continuous and is fo remain ¢omparatively unaffected by changes
in the personnel of these Sections, it is essential that the records of that
work should also be continuous. The keeping of records is a dull and
exacting task, but it is, none the less, essential. Results which appear un-
important at the time they are obtained may prove of the greatest value
in later years ; and if a research worker conseientiously vecords all negative
results obtained by him he may save a successor many hours of labour.
Such records must be kept in 4n easily intelligible form. It is not enough
that their author ¢an undefstand them. They should be in such a form
that outside inquirers can make use of them, and they should be readily
intelligible to any officer who eventually succeeds to the charge of the
work. There must be no mysteries and no secrets in the work of the
Institute. Its results must be available for the use of all without prejudice
or favour ; and this can only be achieved by filing all information and re-
cording all results with elarity, accuracy and despatch. Special precautions
sheuld, we consider, be taken to preserve all records from fire and other
potentially destructive ageneies and there must be no risk of losing for
ever information which it has been the task of many years to compile.

60. New Settions.~=Thers i§ one difficulty whieh, we anticipate, will
constantly recur, partieularly in eonnéction with the activities of the Alinor
Fq_r_'esp_?roducts‘ Se‘gtion. Froin time to time problems will arise which

*Para. 50.
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'will demand for their solution specialised research and, perhaps, the crec-
tion of eluborate plant. The question must tifen be faced whether, under
these circumstances, .separate ad hoc sectibns should be formed. In
general we are opposed to the multiplication of Sections. Each ecase will,
-of ‘course, be judged on its merits and the definite recommendation of the
‘Advisory Board, if constituted, wonld, we assome, be.a necessary preli-
‘minary to the inauguration of a mew Section.” -But~it is our own opinion
‘that new Sections should only be opened after the most careful considera-
tion of possible alternatives. We anticipate that members of the staf?,
with the general scientific training which it is the object of our proposed
‘scheme of recrnitment and interchange between sections to secure, will
themselves be capable of undertaking new projects. We sce no reason
why, in the majority of cases, new Sections need be opened or the crvices
of experts vecruited from outside. In special cases time and labour may
.be saved by recruiting expert assistance for a short period ; but we are of
.opinion that the staff of the Institute should be selected and trained in
_Such a way that they are eapable of tackling such problems as arise, and
‘the nccessity for engaging experts should become increasingly rare.

61. Limitations to the scope of the Instituie’s activities. —One diffi-
-eulty with which the Institute is faced is that of determining how far it
‘is justified in subjecting results obtained in the laboratory to further tests
"and experiments on a quasi-commercial scale. In a great many cases such
-testing would involve the erection of elaborate machinery which it is beyond
-the resources of the Inmstitute to provide, and where such testing has not
becn undertaken we think that the Institute should exercise considerable
-caution in making estimates of commercial costs. To confine the Institute’s
:aetivities to those matters which come properly within its cognisance ay a
body of research workers is not to limit unduly the sphere of those
.activities but to ensure that their value is not obscured by the introdnction
of such things as commerecial factors (e.g., overhead charges) which vary
.from place to place. The Institute cannot be expécted to give an accurate
_estimate of commercial eosts, though in many cases what is believed to be &
.iypical example may prove of use. The responsibility of the Institute
.should not extend beyond the computation of the actual costs of production
“or treatment as manifested in their own experiments. Any calculationy
" of the costs of working on a commereial scale can only be provisional and
" we think that the Institute should only publish these with great caution.
“We realise that the potential costs of & commercial undertaking must always
be horne in mind in considering the possible utility of any work of research,

but we do not think that it is the function of the Institute to make detailed
caleulations of those eosts. ‘

* 62. Contributions by Industrial concerns.—There is no doubt that,
if a correct estimate of production on a commercial scale can be made,
industrial concerns will benefit. We have considered whether, where the
resources of the Institute are inadequate to enable manufacturing processex
to be undertaken on.a large scale, or where the invesiigation of some new
and pressing problem demands a greater capital outlay than the Institute
can afford, the co-operation of industrial concerns which are directly
interested in those investigations and would benefit from their successful
-issue, might not be invited®. Thus, they might effectively help by eontri-
‘buting to the cost of the investigations or by supplying, at their own

*Cf. para. 54 on_the subject of the co-operation of match manufacturers.
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expense, experts to initiate inquiries and provide the technieal skill required
in their preliminary stages. The difficulty of proceeding in this way is
that Government can scarcely pay a part of the costs of an investigation
whose results are to be kept private, whilst few firms would be prepared
to contribute to the expense of experiments whose results were to be broad-
east to their competitors. The difficulty, indeed, appears to be almost
insuperable, but the suggestion might well be borne.in mind for, as a result
of such co-operation, the maximum use would be made of any results
obtained., ’cople are apt to minimise the importance of information given
gratis ; but they will do their utmost to extract its full value from the
result of any investigations to whose cost they have themselves. contributed.

63. Visits to the: Research Institute by Forest officers:—We have
given our opinion® that the maintenance by the Institute of close touch
with forest officers is no less: important than contact with the business
world. We believe that the most effective method of establishing this touch
is for forest officers themscelves to visit Dehra Dun and see the activities that
are in progress there. The staff of the Institute would benefit from- such
visity, for their attention would be attracted to difficulties or possibilities
perhaps unrealised before, which had presented: tliemselves to officers
in the course of their-daily life in the forest. But the advantage to pro-
vinecial officers themselves would be-yet greater. They would realise the
broad. scepe of the work of the Institute : They would realise that the
I’rovinees eould not fail to derive benefit from it ; and they would realise
that members of the staff of the Imstitute were in a position to give not
anly information but also helpful advice on most subjects connected with
forestry. We have suggested, in connection  with the co-operation of the
Central Silviculturist with the Provinecest, that even those Provineial forest
officers who are not definitely engaged on rescarch work should be encouraged .
to visit Dehra Dun as much as possible ; we know that they will be welcomed
there ; and we trust that Provincial Forest. Departments will realise the -
advantages of encouraging them to go..

64. The Buildings.—The buildings of the new Institute are very
large, and the staff will not occupy them fully for many years to come. If
it is decided that the Indian Forest Service College should leave its present
situation at Chand Bagh; it could be suitably located insthe Institute, where
museums and other objeets of interest would be available for instructional
purposes,

65. Patents:—\We are of opinion that whenever a process is invented
or perfected at the Institute the desirability of protecting it.by a patent
should be considered. This patent should be the property of the Govera-
nicnt of India and if it has to be taken out in the name of ‘the original
inventor, regulations should be made requiring him to transfer-it to Govern-
ment. It would be for the department to eousiderin which -cases a-royalty
should be charged for the use of this patent and it would also be within
their power to-make-an ex gratia payment to the original inventor:

66. Study leave.~—It has been represented to us that the facilities -
given to officers at the Institute for studying abroad are inadequate. We
consider it desirable that every encouragement should be given to research
workers to familiarise themselves, by personal inspection, with the work,
similar to their own, which is heing done abroad. We are not prepared

L201EHL *Para. 16. tPara. 37.
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to make a definite recommendation for the introduction of the ‘‘ Sabbati-
cal Year ’’ system which is very generally employed at rescarch insti-
tutions in other countries and allows research workers to travel abroad
for purposes of study once in every seven years. Study abroad is not
equally necessary for all research workers at the Institute. But the
value of a research officer is undoubtedly increased if he can see in
actual practice methods or systems of which he has only heard, if at all,
through books, Under the present rules for study leave, it is only
" in exceptional cases that an officer of the Forest Department does not
have to pay his own travelling expenses and the fees for any course of
study -which he takes. Special arrangements have been made by which
selected forest officers can tour on the Continent to ** keep their pro-
fessional knowledge up-to-date”’, and are allowed their travelling ex-
penses from and back to London ; they are also given a daily allow-
ance : But these arrangements are only applicable to officers on leave
in England, and will need readjustment in the future if they are to
be of use to men whose leave is not normally taken in England. The
terms on which deputation is allowed are more favourable, but no
officer can go on deputation without the sanction of the Secretary of
State, and it would be unreasonable to refer to so high an authority
applications which should not, we think, be considered in any way ab-
normal or exceptional. We have not thought it our duty to suggest
the actual means whereby greater facilities for study leave or deputa-
tion may be given ; but we wish to record our opinion that the need of
outside study for research workers is a special one, and that opportuni-
_ ties should be given to them of increasing their value without involying

them personally in pecuniary loss.
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CHAPTER IX.

EXTERNAL RELATIONS OF THE INSTITUTE.
1.—Co-ordination of Research Work.

67. Difficulty of sharing programmes of work —Co-ordination of
research work throughout the world is an impracticable ideal ; but it is
desirable that scientists and research workers should be acquainted as inti-
mately as possible with investigations proceeding in other parts of the world
which are similar to those on which they are themselves engaged. If
they are not intimately acquainted with the development of sueh ex-
ternal investigations, they are liable to waste their. energies in attempt-
ing to discover a solution to problemis which have been already solved
.or in working on hypotheses which have already proved erroneous.
All research work involves the application of general principles to par-
ticular material : knowledge of those general principles is a necessity
for every research worker ; but the distinguishing feature of the work
at the Institute at Dchra Dun is that the material treated
is, in the majority of cases, of a peculiar nature. We refer
particularly to the work of the Economic Department where
the material treated is peculiar to the forests of India. The Indian
forests contain timber and other products which are unknown in foreign
countries ; their properties must be discovered, their composition must
be analysed and their economic value must be .determined. The task
of the Institute is, therefore, a special one and we do not consider it
prossible for its programme of work to be very closely co-ordinated with
that of other similar institutions abroad. In the Entomological and
Botanical Dranches sueh co-ordination is easier and the Systematic
Entomologist at Dehra Dun has taken as his share of an international
project the identification of certain groups of beetles and the deserip-
tion of the larval stages of forcst insects. We understand that it is in-
tended to locate the new Institute of Medical Research at Dehra Dun ;
and we hope that the Minor Forest Produets Section of the Forest
Research Institute will be able to co-operate with the DMedical Research
Institute in determining the value, both medicinal and economie, of
those drugs and herbs which grow in such profusion in the Indian
forests and whose properties are as yet largely unknown. We do not
suppose that any programme of work could profitably be shared by the
Minor Forest Products Section of the Forest Research Institute and that
Section of the Medical Research Institute which deals with the medieinal
herbs and drugs, but we do believe that many questions which either
Seetion would be inadequate to dispose of by itself will be quickly
answered when expert knowledge from two aspects is brought to bear
upon them.

68. Methods of promoting co-ordination.—We have stated® that the
forest products whose qualitics are investigated at Dehra Dun are, in
the‘.majorxgy of cases, of a nature peculiar to India. But though tle
subject of investigation is different it is not an implication of our state-
ment that the methods of investization should also be different. They
are, and must continue to be, in many cases identical with those adopted

*Para. G7.
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at similar institutions abroad. It is our task to consider means where-
by the resecarch worker at Dehra Dun may be in the closest touch with
similar workers abrcad. There are several methods of achieving the
desired end. The first and most beneficial method is to send woikers
at the Institute abroad for training either on deputation or by mutual
interchange with the staff of other similar Institutes or laboratories.
These suggestions are dealt with in paras. 66 and 34 of our report. An-
other method is to send representatives to attend the major forestry
conferences which take place at frequent intervals. Only officers who
may be able to make some definite contribution to the discussions which
take place should be sent to these Conferences. We understand that
representatives have been sent from the Institute in the past and we
recommend the continuation of the practice. Yet another method is
to ensure that all publications of the Institute are distributed as widely
as possible and conversely, that all publications of interest to workers
in the Institute should be not only available to them, but brought to
their individual notice. The establishment at the Institute of a collo-
guium (which we have discussed in para. 56) would undoubtedly be of
advantage in this respect. *‘‘ The value of additions to knowledge
secured by research is conditioned by the extemt to which informa:ion
regarding them is disseminated among the workers concerned. If sieps
are taken to seeure adequate publicity for scientific results both the
time of the scientists and, in the ease of rescarch financed by the Gov-
ernment, public funds will be saved ’’.* Publicity, then, should be given
to the results of investigations held at the Institute as well in the in-
terests of sciemce as in the intercstas of trade. We have found research
workerg at Dehra Dun well aware of the nature of investigations pro-
ceeding in Canada, in the United States of America and at Princes
Risborough in England ; and we have no doubt that the interchange of
publications will continue to have benefieial results.

IL.—Publicity and Utilisation.

69. Assoeiation with Railways.—>Means to promote more int'mate and
permanent contact between the Institute and the consumer have been d's-
cussed in connpection with the duties of the Forest Economist and ihe
distribution of publications in paras. 19 and 74. But we wish lo draw
particular attention to the desirability of the closest touch Leing maintained
with the railway administrations. The Railways are by far the larrest
consumers of wood in India and it is possible that investigations now in pro-
gress at the Institute may result in 8 greatly increased comsumption of
indigenous timbeér by the Railways. It is essential that the Institute
should know in detail the requirements of the Railways ; and it is equa'ly
essential that the Railways should, on their side, be fully aware of the
advantages whieh may accrue from their employment of the resources of
the Institute. At present the Timber Advisory Officer to the Railway
Board acts as a liaison officer between the Railways and the Forest De-
partments. We see no reason to suppose that the work of the Forest Eco-
nomist in his ecapaeity as Utilisation Officer will duplicate that of
the Timber Advisory Officer to the Railway Board. On the contrary, the
co-operation of these two officers should promote at once the interests of

*Para. 328, Report of the Research Co-ordination Sub-Commitice (H. M.
Treasury), 1928, :
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the Institute and the Railways. Investigation at the Institute into the
suitability of various woods for usc in coach Luilding cannot be of anything
but benciit to the Railways as well as the Forest Deparimeants, and
if the Institute can devise methods of extending the life of sleepers or
reducing the cost of treatment, a double adventage will be again
achieved. Dut the Institute must know in detail what is required of
it ; and the Railways must realise the limitations of worlk done at a
rescarch laboratory on a small scale.

70. Timber Adviser to the High Commissioner.—The Forest Econo-
mist will, it is Loped, keep the Institute in touch with requirements in India
and help to introduce new woods on the Indian market. But England
and America too are markets for Indian woods with great potentialities
and it is essential that more effort should be made to keep the Institute
informed not only about the developments in those markets but also
about the requirements of the principal consumers of Indian wood in
those countries. The task of maintaining this contact is at present en-
trusted to the Timber Adviser to the Iligh Commissioner in London,
who works in eonjunction with the Trade Commissioner of the Govern-
ment of India. We consider that this officer should be a man in close
touch with recent developments and the progress of research in India
itself. The post should, we consider, be held by someone who has
recent]ly been associated with the Institute, either the retiring Inspeetor
General of Forests or the President of the Institute or some other man
eavally acquainted with its work and conversant with modern forest
practices and possibilities. The post should not, we consider, be tenable
for more than a maximum period of five years. The result of such an
appointmeni wonld be the ereation of a wider sphere of influence for the
Institute and the continued utilisation of the services of men with an

up-to-date knowledge of Indian forests and the possibilities of exploit-
ing them.

IIT.—Publications.

71. Means to ensure accuracy of publications.—The present metnod of
checking those literary contributicns by members of the Institute which
are intended fer publication by the Government of India in the form
of memoirs, records and bulletins is ag follows :~—

Dranch Officers submit all such contributions to the President, who
examines the papers and suggests any alterations which mav appear
" desirable to him. Ie also deeides what illustrations are necessarv and
arranges for the printing of illustrations and letter press. Contribu-
tions intended for publication by the Government of India must also
be examined by two independent experts in accordance with the orders

of Gow_'er.ument issued on the recommendation of the Public Service
Comnmission.

.. We do not think that the present arrangements need anv substan-
tial modification. We understand ‘¢ two independent experts ”’ to mean
two authorities who have not been directly responsible for or connected
with the inquiries on which a report is being made. If, *“ independent
experts ”’ meant ‘‘ independent of the Institute ”, the delays in secur-
ing the publication of any report or balletin wo )

uld be so great as to
render the report or bulletin itself already antiquated whgxl; it first
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appeared in print. In India the only experts in certain brancles of
the work of timber utilisation are themselves on the staff of the Insti-
‘tute ; and if the examination by other experts in England and America
of contributions by members of the Institute were made a necessary pre-
liminary to publication, there would, we think, be no advantage such
as would afford adequate eompensation for the delay involved. In a
subject like forestry there are no governing fundamental prineiples by
which the results of particular investigations can be tested. Effective
checking is therefore impossible. In estimating the scientific value of the
1nstitute’s publications the criterion which will probably appeal most
strongly to those who find the money will be the practical results obtained
from the data provided in those publications. We suggest, however, that
& general view of the value or accuracy of proposed publications might
be provided by a discussion of them at the mectings of the staff which
we recommend in para. 56 of our Report. A colluquium of the
‘nature suggested may bring to light deficiencies which might pass un-
noticed by a revising authority acting independently, and would provoke
free discussion and eriticism.

72. Responsibility for publications.—We have pointed out that any
effective checking by outside authorities is impossible. The only effec-
tive check which could be applied to the majority of the technical pub-
lications of the Institute would be to carry out the experiments again
in toto. Such a course is impossible, and it is clcar that ultimately res-
ponsibility for the accuracy of any publication must lie on the author
. and on the author alone. Permission to publish should be given by the
President on the recommendation of ‘a Branch Officer ; and though
these officers are expected to satisfy themselves that contributions have
been carefully and conscientiously eompiled, they ean in no way be
broughdt to account for any inaccuracy which may subsequently be dis-
covered.

73. Publication in Trade and Scientific Journals.—We are of opinion
that the Institute should not rest ¢ontent with the publication of its
official bulletins as a wholly adequate method of bringing results of in-
vestigations to the notice either of scientific workers or the general
publie or the intermediary timber merchants. The Research Co-ordina-
tion Sub-Committee have emphasised in their report the necessity of
publishing results in such a form as will ensure their maximum publicity
and utility. They say—'*¢ If the best results are to be obtained from
the Government contribution to the common stock, care must be taken
to ensure not only that results are published but that they are published
in such 2 manner as to be most readily available to scientific workers.
One of the greatest difficulties with which workers are faced at the
present time is the immense growth in recent decades of the number of
scientific journals with which they have to deal. The question is one
that will require to be tackled at an early date by the workers themselves
in the various branches of science. In some directions efforts have been
made to compile periodical bibliographies of current publications, but
much remains to be done. This is probably not a matter in which Gov-
ernment effort is either possible or desirable. It is, however, incumbent
on the Government to avoid adding to the mass of publication that
must be searched by scientific workers if there already exist adequate
=eans for the purpose in the scientific world. The great bulk of scientia
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ic papers has in the past been published in the Proceedings and Transac-
ions of the various learned Socicties and in the Technical Jquynals
ind the whole of it has been undertaken at the charge of individual
vorkers banded together for the purpose. This process will no'doubt
sontinue, and no Government Department could hope to obtain for
naterial published directly by itsclf the authority and freedom gbtame‘d
‘or papers accepted by the leading Societies for publication in their
Iransactions. ' By this means results receive the most effective publicity
by being brought directly to the notice of the workers concerned.”’*

An interesting parallel is also afforded by a note on the work of
the Forest Products Laboratory at Madison in the U. S. A. This note
says ‘‘ Formerly the investigations of the laboratory were all published
in Government bulletins, This practice has given way to publications
in trade and scientific journals until the more complete or exhaustive
monographs are issued by the departments.’’t

We therefore recommend that officers of the Institute should be
encouraged inm every possible way to publish scientific or semi-scientific
papers in trade and other journals. It wounld serve a most useful pur-
pose, if, for instance, notes were written periodically on subjeets of
interest to Railways and published in Railway Magazines such as the
Quarterly Technical Bulletin which has a wide circulation amongst
railway officials. Proposals to publish in outside periodicals and
journals should be submitted in the first instance to the President of
the Institute for approval.

74. Distribution of publications.—Copies of all reports and bulletins
of the Institute should, we consider, be distributed free to all Chambers
of Commerce, approved Associations and Directors of Industries through-
out India. There are few people engaged in business on any econsider-
able scale who do not belong to the particular Chamber or Association
eoncerned with their interest and the free distribution of publications
through those bodies should bring -more effectively to the notice of
those people the work of the Institute. Every opportunity shouldl be
taken by the Central Publication Branch of the Government of
India to advertise the Institute’s publications as widely as
possible.  The suggestion has also been made to wus that it
would be to the advantage of commereial interests;, if, in
the list of previous issues contained in official publications, a separate
classification were made which would keep distinet those publications
which are primarily of interest from the theoretical point of view from
those which have a more practical bearing. We are of opinion that the
adoption of this suggestion would prove of practical utility. Many of
the publications of the Institute embody the results of research work
and experiments of direct interest to the Railways and we suggest that

these should be circulated free of cost to those branches of the Rail-
ways immediately concerned. ’

*Para. 328, Report of the Research Co-ordination Sub-Committee (H. M.
Treasury), 1928,

190711’. 37, Industrial Research in the U. S. A, by A. P. M. Fleming, MI1EE,
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CIIAPTER X.
ConcLusioN,

75. Table of Contents.—We have considered the advisability of embody.
ing our conclusions in a summary. Our proposals, however, range from
definite recommendations to tentative suggestions ; they are already en.-
tered under appropriate headings ; and in the cireumstances we com-

sider that the table of contents will serve the purposes of reference
adequately.

76. Acknowledgments..—We wish to take this opportunity of placing
on record our sense of appreciation for the very valuable assistance
which the Secretary, Mr. E. B. Wakefield, 1.C.S,, has given us. le was
asked to take up this duty at a day’s notice and indeed arrived at Dchra
Dun a couple of days after two members of the Committee had assembled.

Vere it not for his conspicuous ability and strenuous labours, we could
not have completed our investigation and report in the short space of
less than one month and a half,

The staff have also had a hcavy task to perform and we would like
to express our obligation to them.

(8d.) C.V.MEHNTA,

Chairman.
(Sd.) F. A. LINDEMANN,
Member..
(Sd.) F. II. WROUGIITON,
Member.

(8d.) E. B. WAKEFIELD,
Secretary.

New Delhi, the 30th March 1929.
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APPENDIX
Classified list of Officers at the Forest Research Instilule
Dute of
sppantment
No. Designation, Name. Date of Birth, )
preseat  past.
1 2 3 - 4 ]
L—DIREC
1 | Inspoctor General of Forests | *Mr. A. Rodger, 0.B.E. 11th Aug. 1878 | lst April 1026 .
and President of F. R. I. and
College.
2 | Viee-President and Prafessor of | *Mr. C. G. Trovor « | 28th Dec. 1882 | 4th Oct. 1926 .
Forestry.
IL—RESEARCH
A—8uvicorrunat
3 | Bilviculturist . . *Mr. H. G. Champion, M.A. | 17th Aug. 1891 | 20d Jan. 1926 .
4 | Assistant Silviculturist Vacant . . v
5 | Assistant, Upper Grade . . Pmdsi;. Bhawani Dat Pant, { 8th Feb. 1886 . | 18th Oct. 1026
. B. .
6 | Assistant, Upper Grade . La‘}:‘z.uhwu Dus Mahendra, | 15th June 1885 | 1s Fob, 1928
B.—Ecowouio
7| Forest Ecoomist . . *Mr. H. Trotter . | 16th Aug. 1890 | lst May 1928 .
8 | Assistant Forest E ist #Mr. B. H. Osmaston 30th Mar. 1895, | 14th May 1028
Minor Forgsr Propucrs
SEcTION.
8 | Officerin charge . . *Mr. F. D. Ardagh, M A, . | 7th Deo. 1893 27th April 1926
1¢ | Assistant, Uppe Grade S. Ramaswami, M.A.. . . 22nd March 1929
Woop TEOHNOLOGICAL SBCTION.
11| Wood Technologist o . | Mr. K. A. Chowdbury, B.A., | 1st Feb. 1902 16t June 1927
i B.Sec.
Parer PuLr SgcrioN.
12 | Officerin charge . . . | Mr. W. Raitt, F.C8, M.L | 23rd March 1866 | st Dee. 1020
Chem. E,
13 | Assistant . . . . | Mr. M. P. Bhargavs, M.Sc. | 19th Dee. 1891 | 1st Aug 1923
14 | Assistant, Upper Grade Mr., Chatter Singh, B.Se. 8th Sep. 1808 3rd Aug. 1926
SeASONING SECTION,
15 | Officerin charge . . . | Dr. 8. N. Kapur, PhD., 20th Aug. 1895 | 23rd June 1928
A.M.LChem.E.

1 Overveas pay drawn in sterling in Eagland by members of the Imperial

® Indicates members of the Imperial Forest Bervice of

Forest Keevice
1 Persoual
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and College corrected up to 1st April 1929,

Emolumenta.
No, Head- Sub. o R
uartars, u ver- lemarks,
1 stantive | seas | Allowance.] Total,
pay. pay.
[ 7 8 9 10 11

TION. Ra Ra Rs. Rsa.

1| Dehra Dun . 3,250 . - 3,250

2 Do. . 2,150 4 350 2,500 ) Copscreator of Forusts, United Proviuces.
STAFF.
Branca,

8 | Dchra Dun . 1,000 t S P. 150 1,150 { Deputy Conservator of Forests, United
Provinces,

5} D.hra Dan . 450 e 3. P. 15 525 | Extra Assistant Conservator, United Pro»
vinces

6 Do . 425 . P75 500 | Extra Assistant Conservator, Punjab,

BRrANCH.
7 | Dehra Dun . 1,050 1 S.P. 250 1,400 { Deputy Conservator of Forests, Buarma,
$Rs, 100 also charge hdlds of the Wood Proeerva,
Charze tion Section in addition, from 22nd April
towance. 1827, until further orders

8 Do. . 900 t s P 150 1,050 | Deputy Conscrvator of Forests, United
Provinces,

9| Delrs Dua . 850 t S.P. 150 1,100 | Deputy Conscrvator of Forosts, Madras.

10 Do. . 250 . 3P T 325

11 | Debra Dun . 350 . . 350 | Under tra'ning. To be engaged on a §
Years contract on a pay of Ra. 350 —30—
550 after sutisfuctory “conclusion of his
studice in Ameriva.

12 Do ] 1,850 .. . 1,850 | Term extended up to 3lst October 1929 ;
on leave.

13 Do, . 625 . S P. 150 775 | Offg. Officer in charge,

14 Do . 70 . . 270 | Appeintment to be continued for a further
period of ore year, from 3rd August 1928
ont Ra. 270 per mensem.

15 Do, . 525 . 8. P. 150 675

India recruited in England,
who are mot of Asiativ domivile has net boen shewn in eolumn §,

PaYe
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Classified list of Officers at the Forest Research Instilule

L
Date of
No. Designation. - - Name Date of Birth. .pw':“mm.
present past.
1 2 3 4 ]
f TL—RESEARCH
Pu:n Purr SEoTIoN—cOn(d. B.—Ecomouro
16 | Assistant, Upper Grade . . | Vacant « 4 . .
Tmquzr TESTIRG SECTION,
47 | Officerin chargs . . « { Mr. L. N. 8eaman, M.A, 20th Aag. 1852, [ 11th Sep. 1920
B.Se., MEL ’ e P
*8 Assistant . . . M%%.EK‘. Banerjes, B.8o., | 30th Jan. 1898 | 10th Dee. 1026
19 | Amistant, Upper Grade . Mr.Syed  Mohammad | 31t March 1807 | st April 1924
Hasoain,
Woop PRESERVATION SECTION.
20 | Officerin charge . . . | Vacant . . . .
21 | Assistant . . . .| Mr. Kamesam, B. E., | 12th April 1808 | 5th Sep. 1923
7 (Mech.), M.E. (Tlom.),
22 | Assistant, Upper Grade . . | Vacant . . . . .
Woop WORKSROPS SECTION.
23 | Officerin charge . . | Mr.W.Nagle . . . ]12thJune1885 | 11th Feb. 1024
24 | Cabinet Maker . . . | Mr. W.Gray . . . . 24th Scp. 1028
25 | Mechanical Engineer . . | Mr. Ram Dae Tandan . | 23rd July 1887 | lst Aug. 1023
26 | Asistant Electrical Engineer . | Vacasit . .. . .
) C—~Boramcat
97 | Systematic Botanist . . | #Mr. R N. Parker, F.C.H. | 4th Dec, 1884 | 5th Sop. 1924
28 | Qecalogist . . . . { Vacant . . . . .
20 | Myeologiss . . . .| Dr. K.D.Bagchee, MSe., | 19th Jan. 1898 | 1st Mar. 1927
(Cal), D.So. (Lond.),
. D.LC.
30 | Assistant, Upper Grade .| Mr. Basant 1al G Dec. 1889 | 1ot Mar. 1920
peer Mse, FLs. - O
31 | Assistant, Upper Grade . . | Mx Abdul Hafis Khan . July 1884 , | 1st Mar. 1920
; D.—ENTNMoLOGICAL
32 | Forest Entomologist . .| *Dr.C.F.C. Beeson, M.A, | 10th Feb. 1889 | 7th Aug. 1913

D.8e., F.E8.

® Inticates members of the Tmperial Forest
t Overseas pay drawn in sterling in England by members of the Imperial Foress
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and College eorrected up to 1st April 1929—contd.

-Emolumenta,
Head- Sub. | Over- )
No. quarters, stantive| secas |Allowance.| Total. Remarks,
pay. pay.
[} 1 8 9 10 n
STAFF—oontd, Rs. Ra, Ra Ra,
BraNcH—concld,
16 © e . .e .. .e .
17 | Dehra Dun . 1,950 . 100 2,050 | Re-engaged for B years from November
Charge al- 1925, Holds charge of W, T. Section
lowance from 1lth August 1927 in addition,
18 Do, . 576 . . 876 | Engaged temporarily for 5 years,
19 Da, . 850 .o 8. P. 75 425
20 . . . ) .. o
21 [ Dehra Dun. | 85{ .. |8 P 50 725
22 . . . .
23 | Dehra Dun . 950 . . 950 Termleanded up to 10th February 1937,
on leave.
24 . . . . §00 | 500—50—~700. Engaged for b5 -years.
?ﬂg. as Officer in charge, W, W. Sec-
100,
28 | Dehra Dun . 650 . . 650 | Re-engaged for b years from lst August
1928, ~ Pay Rs. 650—25—~1750.
26 . . . .. .
BaANCH.
27 | Dehra Dun . | 2,150 t |s.p 150 2,300 | Consorvator of Forests (Substantive).
28 . . . . .
20 | Dehra Dun . 700 v, . 700 | For 3 years. (Pay Ra. 600—60—700),
30 Do, . 430 . 8.P. 75 505
31 Do. . 430 . 8. P. 505
BRANCH.
32 | Dchrs Dun . Lo ¢ S.P. 150 1,300 | Deputy Conservator of Forests, Punjab.

Servioe of India recruited in England. .
Service who are not of Asiatic domicile has not been shewn in colemn 8,
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Classified list of Officers at the Forest Research Instiluls

Dato of
No. Designation. Name, Date of birth, lpw;mmt
proscat post,
1 2 3 4 s
Woop WORKSHOPS SROTION-— TL—RESEARCH
condd. D.—Exrosowaicat
33 | Divisional Forest Entomologist | Vacant . . . .
34 Ditto, Vacant . . . . .
35 } Systematic Entomologist . { *Mr. J. C. M. Gardner, A.R. | 15th March 180¢| 1st Aug. 1923
CS., D.LC, F.E&
Assistant, Upper Grade . Mrl.’ }; g Chatterjoe, B.Sc., | Dee. 1800 . } lst March 1920
37 | Assistant, Upper Grade . . | Mr. R. N. Mathur, M.Sc. . | 19th July 1903 | 30th Sep. 1927
E.—Cummicat
38 | Bio. Chemist . . . Dr. 8ri Krishna, PhD,, July 1898 . ] 23rd June 1928
D.8e. (London), F.LC
89 | Organic Chemist . . Vacant . . . . .
40 | Assistant, Upper Grade . . | Vacant . . . . e
41 } Agsistant, Upper Grade . B Ml'i ;l_:'..s.P. Ghose, B.Sc., Oct. 1889 . | It April 1928
42 | Assistant, Upper Grade . . | Vacaas . . . . .
11.—EDUCATIONAL
43 | Leoturer . . . . | *Mr. C. E. Simmons, B.A. . | 20th Jan. 1889 | 9th Jan. 1922
44 | Do. . . . . | *Mr.C. T. Trigg. MAA. . | 15th March 1894 | 15th March 1920
’ 45 | Instructer . . PR l(:. R. B. Cornwell . 20th Feh. 1890 | 17th Sep. 1024
46 ) Do, . . . . | *Mr. KL P. W. Duavis, B.A., | 7th Deo. 1803 28th June 1926
B.Se.
47 | Assistant Instructor . . l!rk SS‘:h Nawaz Khan, 16th Aug. 1896 | 3rd Nov. 1928

t Overscas pay drewn ip sterliag in Engia:d by

®Indicaten members of the Imperial Forest Rervice of
bers of the lmy

l Foress
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and College corrected up to 1st April 1929—concld.

Emoluments.
Head- Sub- Over- Remarka,
No. quarters,  |stantive | seas [Allowance.| Total.
pay. pay.
[} 1 8 ] 10 n
STAFF—concld,
Beawca—coneld, |
33 . C e C e o .
N . D .
36 | Debra Dun . 800 + |8.P 150 1,050 | Deputy Conservator of Forcsts, Bengal,
36 Do. . 430 . S.P. 75 505
37 Do. . 250 . B.P. 78 325 | On probation for one years,
BraNom. .
38 behm Dun . 1,000 .. e 1,000 | Tomporary for 3 years pay Ra, 1,000—50—
1,100 (on probation for one ycar).
30 . . .. . . ‘
40 . e .. .
41 | Dehra Dun . 350 .. S.P. 5 425
42 . . . . .
STAFF.
43 | Dohra Dun . 1,050 b S. P. 150 1,200 ].:)eputy Conservator of Forcsts, Assam,
44 Do, . 800 1 S.P. 150 [° 1,060 Do. do. Bengal,
16 Do, . 900 . S.P. 150 1,050 Do do, Madras,
6| Do .| sof t [sPis0 1,000 Do do. Bombay.
47 Do; N 45 ] . .. S. P. 716 550 | Extra Amistant, Conservator of Foresta,
United Provinces,

India recruited in England,
Bervice who arq not of Asiatic domicile bas not becn shewn in column 8,
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APPENDIX 1L

Mhese diagrams are designed to illustrate the changes which it is
proposed to make in the organisation of the staff of the Institute,

(£) The present organisation i3 ~—

Inapector General of Foresy .
President of the Foreet Rescaroh Institute,
Vive-President.
Forest Economist,  Bilviculturist, Chelnut. Entomalogist, joumlt '
Assistant Forest E: ist,
Minor Forest Wood Pa;!er Seasoning. TimL Wood Wood
Products, Technology. Pulp. Testing. Preservations Workshop,

(it) The propvsed organisation 38 : —

Inspectar General of Forests,
President of the Foreet Research Institute

Personal Assistant, Dlmm;}!-lt

Bilviculturist. B ist. Entomologist Cheeni

A N N A

Mm& Forest Wood Paper Pulp, Beasoning. Timbet Wood
Produota: Technologish, Teating. Presecvation,
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(iit) The proposed iransitional schems is :—

Inspector General of Forests,
Prosident of the Forest Research Institute

Perzonal Assistant,
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APPENDIX III.

TENTATIVE SCHEME FOR THE RE-ORGANTSATION OF TEE CADRE OF THE FORRST
REeseakcH  INSTITUTE.

1. The scheme aims at giving dn officer the opportunity of passing
up through 3 grades during 30 years’ service.

2. Promotion from.one .grade to another will be by selection only
and not by seniority. . This will mean that the good men will advancs
while the ordinary routine. worker will automatically remain at the top
of his grade until he is selected for promotion.

3. The scheme-is,-in-principle; the same as the present arrangement’
in force for the Indian Forest Servme, the Provincial Forest and the
Ranger. Seryices, .£.g., a good Provincial: Forest Service officer can be
nromoted to the Indian Forest Service, while a really brilliant Ranger
can be promoted to .the Provincial Forest Service and through it to ‘the
Indian Forest Ser‘ ice

4. In the same way,. under the' proposed scheme, a Grade IIT man
(who will presumably start with good qualifications) will be able to pass
through Grade II and after 20 years’ service be eligible for selection to
Grade L.

5. The pay of grades I, IT and III will correspond approximately
to the pay of the existing Imperial, Provincial and Ranger Services.

6. The details of any such scheme will have to be worked out care-
fully after due considerations have been made regarding the existing
staff, but so far as can be ascertained there will be no great difficulty
in fitting the existing posts into some such scheme,

Grade. Posts, Scale of pay. Remarks.
Ra.

Grade I «» | Equivalent to Imperial Service. (Sechon offi-

cers and Assistants) .. . 375—50+1,600
QGrade II .. | Equivalent to Provincial Servwe (Upper

Grade Asgistants, etc.) 25025600
Grade IIT .. Equivalent to Ranger Servica (Lower Grade .

Assistants, Head Computors, etc.) . 150—10—250
Grade IV .. | Equivalent to Head IAboneory Awstsntl

Compnutors, etc. . 100—5—150
Grade V.. | Equivalent to Laboratory Anslst.nta. Aumt- .

ant Computors, ete. .. 60—4—100
Grade VI .. | Equivalent to Machine operators, Momture )

Determinators, eto. .o .o . 45—3-—75
Grade VII .. .. 30—2—50
Grade VIII .. . 20130

L201EHL—100—21-8-20—GIPS
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OPIUM ENQUIRY COMMITTEE’S REPORT
WITH APPENDICES.

No. 7140 E.

FroM \T!IE PRESIDENT AaNp - MEMBERS, OPIUM ENQUIRY
COMMITTEE,

To THe SECRETARY 10 THE GOVERNMENT or BENGAL,
AGRICULTURE AND INDUSTRIES DEPARTMENT.

Calcutta, the 15th|17th December 1927.

SIr,

In reference to the Resolution of Government, No. 135 T.A.L.,
~dated the 12th Mayp 1927, we have the honour to submit herewith our
Report regarding the questxon of the excesswe consumption of raw opium
in the Calcutta area and in the, iadisttial areas of Serampore and
Barrackpore.

We have the honour to be,
Sir,

Your most obedient servants,

J. N. rOY,
HARIDHAN DUTT,
HERBERT ANDERSON,
S. K. RAHA,

Members of the Committee,
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introduction,

I. The consumption of raw opium in the Calcutta area (in which
are included the suburbs and the towns of Howrah and Bally) and
in the industrial centres of Serampore and Barrackpore, which has
been in marked excess of the standard indicated by the League of
Nations, has for sometime engaged the earnest attention of the
Government of Bengal in the Ministry of Excise. Government
realised that it was necessary to ascertain correctly the reasons for
such excessive consumption with a view to its ultimate reduction and
felt that an exhaustive enquiry should be made into the local condi-
tions before any action was taken, Accordingly, by Resolution
No. 135 T.A.L., dated the 12th May 1927, Government appointed a
Committee to carry this out and to suggest possible remedial measures.
At the same time they issued a communiqué inviting members of the
public interested in the subject to place themselves in communication
with the Commissioner of Excise. :

II. The Committee consisted of (1) Mr. J. N. Roy, o.B.E.,
Officiating Commissioner, Presidency Division, (2) Rai Bahadur
S. K. Raha, Officiating Commissioner of Excise and Salt, Bengal,
(3) Rev. Herbert Anderson, and (4) Dr. Raj Haridhan Dutt Bahadur
nominated by the Calcutta Temperance Federation.

III. They were asked to ascertain—

(1) What proportion approximately of the opium sold was cor-
sumed Ey people solely for medicinal purpose and what
proportion was consumed otherwise, i.e., as an intoxicat-
mg drug. .

(2) To what extent the consumption in the areas concerned was
really an evil, i.e., a menace to the health, morality and
social well-being of the community.

-
(3) To what extent opium was administered by parents to young
children and how far this affected the health of the child
population.

(4) What remedies were possible in order to reduce the exces-
sive consumption of opium, and whether any method of
registration of opium consumers wag advisable or practicable.

IV. The Committee prepared and circulated a questionnaire for
the general public, and another for the medical profession. The
questionnaires were sent to 16 public associations, 22 editors of
newspapers and magazines, 10 members of the Legislative Council,
15 members of the Calcutta Temperance Federation, 3 missionary
gentlemen and 839 medical practitioners. .

V. The response was fairly satisfactory. Five associations and
2 editors of newspapers sent in their replies while 182 medical practi-
tioners were good enough to respond to the invitation. Several public
gentlemen interested in the question were also kind enough to help the
Committee by an expression of their views.



. VL Ux}der- instructions from the Committee, the Excise Com-
.missioner directed— .

(z) the maintenance of records of consumers for a fortnight from
the 1st June 1927, and again for a week from the 1st July, by
the licensed opium-dealers of Calcutta and for the entire
month of June by the licensed dealers in Barrackpore and

., Serampore; .

(#%) the collection of statistics regarding the amount of raw opium
"+ used by ‘manufacturing chemists, licensed kabirajes and
hakims;
(#) an enquiry into the opium habit among the Chinese, Sikh
and the Burmese population in Calcutta;
(iv) the preparation of the life histories of some excessive opium
eaters, and

(v) the collection of information as to how far the use of opium
was prevalent amongst asceties and amopgst prostitutes.

The information gathered under each head has been discussed as
necessary in the appropriate sections.

VII. The Committee were favoured with the evidence of thirty-
three gentlemen. They visited 21 licensed premises in different
localities in the areas under enquiry, to ascertain the actual condntions
under which sales were made and to acquaint themselves directly with
the experience and views of as many consumers as possible. They
also visited a fairly large number of smoking dens in the area called
China town, Kidderpore and in the northern quarters of the city of
Calcutta with a view to see for themselves the actual conditions under.
which opium was smoked in smoking dens.

VIII. The thanks of the Committee are due to all those public
gentlemen, associations, medical gentlemen, managers of mills, Police
officers as well as to the officers of the Excise Department, and special-
Iy to Babu A. K. Basu, Officiating Deputy Commissioner of Excise,
who have helped them in their enquiry.

" .Section 1.—Survey of the areas under review from the social and
economic standpoints.

4 .

1. The areas under enquiry consist of three distinct but adjoining
tructs, namely, Calcutta, Barrackpore and Serampore. For excise
purposes, Calcutta has, Svithin its limits, the Corporation of Calcutta
as at present constituted and the municipalities of Howrah and Bally.
Barrackpore includes 14 municipalities and 2 cantonments, namely,
Barrackpore and Dum Dum, while Serampore consists of 7 munici-
palities. Statements I to IX show the areas, the population, the
number of opium shops, the incidence of consumption per 10,000 of
the population and other relevant information.

II. The areas mentioned above may be termed the main industrial
centres in the Presidency, containing numerous factories, engineering
works, iron foundries, iron and steel works, jute, cotton, oil, flour,
rice and other mills, railway workshops and docks. Besides a large
industrial population conmsisting of skilled and unskilled labourers,
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the city of Calcutta contains a mixed population of almost all national.
ities in India. Thus out of the total population (1;295,774) in
Calcutta Excise district, approximately 700,000 are Bengalis, while
sbout 550,000 are immigrants from Bihar, Orissa, the United
Provinces, the Punjab, Rajputana and other parts of northern and
western India. Silimarly, in Barrackpore and Serampore, there are
the local Bengali residents, as well as a large industrial population
composed of people who have come from the provinces and territories
mentioned above, and are working in the various jute and other mills,
situated along the banks of the Hooghly. |

4

III. It appears from the last Census Report that in Calcutta and
its suburbs there were in 1921 one thousand and seven industrial
concerns, employing 154,890 persons. The statistics gathered by the
Committee for the Barrackpore and Serampore areas show that, in
the former, there are at present 118 industrial concerns registered
under the Factories Act in which 179,359 operatives are employed,
while in the latter there are 29 such concerns in which 61,191 work.

IV. Socially as well as economically these three together form the
most important area in Bengal. Life 1s strenuous and the climate is
moist and damp. Within the last 30 years sanitation has been very
considerably improved with the result that many diseases common
before have been brought under control. The spread of education
has been more rapid and wide than in any other part of the Presidency.
Facilities for medical assistance have improved. As a collective
resull of these circumstances, public opinion, so far as the use of
intoxicating "drugs is concerned, has progressed, and has silently
worked against the spread of the use of opium. It has also effected
a gradual diminution in consumption, specially among the middle
class Bengali commgunity.

Section Il.—Extent of consumption and of the classes among whom
it prevails. Results of statistical enquiries made by the Committee.

I. The figures for the sale of opium during the last 15 years are
shown in Appendix VI. It will be observed from these that the
issues in Calcutta have come down from 21,175 seers (43,408 lbs.) to
11,097 seers (22,748 1lbs.), while the consumption in Barrackpore and
Serampore has decreased from 1,679 seers (3,441 lbs.) to 1,688 seers
(3,255 1bs.) and from 1,231 seers (2,523 lbs.) to 1,169 seers (2,396 1bs.)
per annum, respectively.

T1. The reasons for the appreciable reduction in Calcutta are
many and a few may be mentioned. In the first place, there was more
systematic administrative control over the issues to the shops. This
began to be exercised about the year 1912-13 and disallowed any
excess over the average of the previous year umless very satisfactory
reasons could be given. In the second, there was a change in the
system of licensing introduced in the gear 1917. This, together with
the gradual increase of price, effected a considerable check on the
issues and consumption by removing the necessity on the part of the
licensed dealers, under the previous system of auctioning of licenses
for the sale of the drug, to sell the drug as cheaply as possible. And
lastly there has been a wholesome change in the point of view of
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the midgle class Behjali popilation in Calcutta as regards 3he supposed
usefulngsg-.of zaw opiuin as a cure or preventive o%acertainr ailments
like, diarrhea, asthma; etc., or as a protective measure in old age,
The use of opivm, except by aged people, is now looked upon with
disfavour, ‘though_not_to the same extent as the use of alcohol or of
drugs like ganja and charas..

. III. 1Im -spite, Liowever, of the appreciable decrease, we are con-
vinced that fhe consumption in the city is still excessive, due chiefly
‘to the-taking ,of ‘heavy doses of opium by a considerable pumber of
addicts *and *we recommend in a subsequent section the measures we
consider suitable to reduce it to reasonable proportions. The figures
for Barrackpore and Serampore do not show a similar decrease. The
principal reason for this is the large increase of the industrial popula-
tion in these areas, many of whom are recruited from provinces and
territories where people are habituated to the use of opium, .

IV. Our enquiries have elicited the fact that the use of raw opium
in all these areas is not confined to any” particular creed or class
amongst the Indian population. Its consumption is to be ' found
amongst the rich as well as the poor in the Bengali society, amongst
the Sikh working people, the industrial workers recruited from Bihar,
Oriesa, the United Provinces and certain parts of the Central Provinces,
as well as amongst the Chinese population.

V. The statistics we have gathered which, we admit, are. only
an approximation to the actual facts, give us an indication of the
extent of the use of the drug. The licensed dealers in-Calcutta sell.
daily an average number of approximately 29,333 ;]mckets varying im
weight from 14 grains to 1 tola (180) grains, while in Barrackpore .
the number of such .packets sold is 3,542, and in Serampore 3,202.
Making some allowance for the increase in population since 1921, the
last census year, it would seem that not moye than 1 person in every
50 in Calcutta, 1 in every 100 in Barrackpore, and 1 in every 57 in
Serampore use raw opium for some reason or other.

V1. Analysing the figures further, it is found that—

(a) the consumption amongst the males is very largely in eXcess
of females, possibly a factor which is to be found 'in regard
to the use of intoxicating liquors or drugs all over the

) world;
(b) there are very few casual consumers and the large majority
N are habitual. Casual consumption is mostly confined to
medical purposes; -,

.

(c) the habit is far from common among the masses of the people
and is relatively small. Even in the mill areas of Barrack-
poré and_ Serampore, the number of daily purchasers is
comparatively few; and- _

(d) that out of approximately 20 seers of opium daily eold in
Calcutta, the quantity sold in doses of 12 grains and less
forms only about 3th of the total sale, though it is dis-
tributed among a much larger number of consumers than
those who consume the remaining #ths of the total sale. .

The statistical results in Barrackpore and Serampore point to the
same conclusions as in Calcutta.
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8ection Il —Administration of opium ‘to children . and -how far it
‘affects the health of the child populations

. Speaking broadly the habit of doping children in the areas concerned
is comparatively rare. - We came across reliable instances of the practicé
in a few cases in Calcutta, Howrah, Serampore and Barrackpore; but
it was, we found, confined mostly amongst certain classes-of labourers
in mills and factories who came from Orissa and the Central Provinces.
It seems that they dope the children with opium -while they go out for
work, but it is not an indigenous habit among the Bengali population,
either Hindu or Muhammadan. Some Muhammadan gentlemen
informed us that the habit could still be found amongst certain upcountry
Muhammadan families resident in Calcutta, though the custom was dying
out. It was ‘alleged that this practice prevailed in Oudh and a few
other parts of Northern India, and had its origin in the belief that
opium protected little children against ordinary ailments incidental to
child life. The belief is perhaps erroneous, but, at the same time, it
-appears from the evidence adduced that no serious results are notice-
able on fhe health of the child population of these areas. We, however,
consider that the habit is a pernicious one and should be suppressed.

Section 1V.—(1) Reasons for which raw opium is alleged to be used.
(2) The extent to which the present habit is a menace to the health,
moxality and social well-being of the communities concerned.

(1) Our enquiries have elicited the fact that, though the majority of
the-consumers of oplum are above the age of 40 years, there is a con-
siderable portion below that age. By far ihe larger number among
them allege that they take the drug for some disease or physical ailment,
or for the prevention of such ailments as are attendant on old age.

-Tt is not possible to differentiate between the use of the drug purely
for yedical and purely for intoxicating purposes.

It-is a factadmitted on all hands that opium is a powerful but an
insidious drug with valuable properties for allaying pain or discomfort in
the human system. There is also a popular belief, based on practical
experience, that it is a remedy and a cure for certain ailments. This
belief may or may not be based on facts, but it is beyond doubt that
it is generally acted upon especially by the poor who cannot afford to
call in doctors for regular treatment, and who have a rooted dislike to
going to a hospital or a dispensary unless they are seriously ill. .

The evidence before us shows that the addicts generally start taking
the drug on account of some physical ailmenf or pain, or occasionally to
get over the habit of excessive use of alcohol, and become habituated to
.its use and do not give it up even after the ailment has disappeared or
the craving for alcohol has passed away. If they try, the ailment is said
generally. to reappear, and the habit 1s continued with increasing
doses to obtain the necessary relief or to procure a feeling of well-
being. It isonly in a smaller number of cases that the drug is resorted
to ab snitio for tife sole purpose of intoxication or pleasure. Mr. P.
Philip, Secretary, National Christian Council of India, Burma and
Ceylon, has informed us- that the enquiry conducted by the Naticnal
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Cbristian Couvcj] on the use of opium in Indis showed thal people
oftén took opiym on.th& suggestion of a friend or a neighbour_to
alleviaté pain caused’ by “-illness. By removing, pain it removés
symptoms, but 8oes not touch the ailment or disease ‘at ifs Teot. To
keep the pain caused by the disease suppressed,, they’havxe te continte
to-take it in larget and larger doses till they become slaves to it. We
are fit éntire accord with this view. The doses such addicts take-cannot
‘be2aid-to be meditianal, and must be regarded* us intoricating. In
,addition, traditional tendencies amongst some classes of the immigrant
population (¢.g., Uriyas, Sikhs, Chinese ‘apd others), E;lief
from the monotony of industrial working conditions, -absence
of home life or community restraints, easy availability of the dryg,
and association with addicts, according to our opinion, ‘caritribute
further to this result. . e~

(2) Coming to the question how far the use of opium as at-ytesend
practised is an evil and a menace to the health of the populgtion at
large or the communities concerned, we genetally agree in Jle, view
expressed by Sir D. P. Sarvadhicari, who stated that norparticular,
community had such a large number of addicts aa to suggest that there-
was any communal menace to the health, morality or social. well-}weing 6f
the population at large. Both Sir D. P. Sarvadhicari and Rai Bahadur
Chuni Lal Bose, who have extensive experience of the Indian middle and.
higher class society, informed us that the number of’ addicts anmngst
the Bengali bhadralok class in these areas has considerably diminished
during the last 20 on 25 years, and that theréfore it is much less of &
menace now than it was formerly.

Section V.—Summary of medical opinion.

. I. There is a general consensus of opinion amongst medical gentiu
_men that raw opium has no curative value, but that it 1s a good palliative
medicine to relieve painful symptoms in many diseases. Major Chopra,
1.M.5., on special work in the Tropical School of Medicine, Dr. Muir of
the same Institution, Rai Bahadur Chuni Lal . Bose, fate Chewical
Examiner to the Government of Bengal, "Lieutenant-Colonel Simpson,
1.M.S., in charge of the Presidency Jail, Calcutta, Dr. K. Ahmed, Kavi-
raj Gananath Sen, were all at one in holding this view. Others, how-
ever, but very limited in number, gave it as their opinion that a small
quantity of opium used regularly in old age is not harmful to health
and, in some cases, might be beneficial. It must, however, be used, they
said, in small doses with a supply of good food and sufficient milk. Our
esteemed colleague, Dr. Dutt, agrees with the majority, and the rest of
us, who are laymen, feel that in view of the eminent position which these
gentlemen hold in the medical world, their opinion should _-lgavp the
preference. - oo o
IIx. The medical gentlemen afe unanimous in holding that exces-.
sive doses of raw opium are positively harmful. They bring about -
unpleasant symptoms, “e.g., carelessness in appearance, lowering - of
working capacitv, loss of appetite, constipatidp, drowsiness, emaciation
and an enfeebled moral sense and. other fé.rmcmus -conseqtiences.
Medical opinion is strong in the view that it should® mot be taken by
any one without the advice of ‘a qualified piysician ., Allopathic,
Homeopathic, Kabiraji or Unani. . .
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8ection VI.—~8moking of opium.

L One catise for the excessive consumption of opium in the areas
under epquiry is no doubt the habit of opium smoking practised by
the Chinese sommunity, and a small number of men coming from
various grades of society amongst the Indian population. A certain
proportion of the total quantity of Ncit opjum sold in Calcutta "goes
to_meet the requirements of these addicts. Our ifhiformation gs.that
there are at least 175 dens where opium is smoked; and we visited
several of them, both in the Chinese quarter of the clty as well as
Jn other areas, Amongst the Chinese population resident in Calcutta,

" we ascertained that opium smoking, though it is a general habit, has
considerably diminished on account of education and other corrective
influences, sand at present it is only a minority amongst the male
population which resort to this practice. Fortunately the female
populatjon are completely immune from it. i

~ JI, .AAmongst othér classes smoking is practised to a limited extent.
«The. habit i looked down upon as very disreputable amongst all classes
of-Indiafl society and is not resorted to except in the strictest secrecy.
We .are-infdrmed that Government have already decided to take legal
measures, to check thé practice further, and we accordingly refrain
from making any observations on the subject, except that in dealing
withthe question the requirements of present addicts specially amongst
the Chinese eommunity should be' borne in mind. While we would
unequivocally”condemn any legalising of the manufacture and sale of
preparations. of opium for smoking, we would not object as a tem-
' porary ‘measure to special steps being taken for the supply of such
_preparations as are necessary to meet the requirements of the per-
manent addicts amongst the Chinese population wnder adequate super-
Yision of Government. Having said this, we recommend that as soon
.as practicable, all optum smoking dens in Calcutta and in the neigh-
bouring industrial = areas should be legally suppressed and opium
smoking be made ,penal.

Section VII.;Smuggling of opium,

This has been shown to be serious by the evidence placed before
us. Thewmount of illicit opium captured and the considerable profits
- obtained suggest a large smuggling trade between several places in
the Rajputana States, and parts of Northern India and countries
beyond British India. We understand that the Government of India
are already taking steps to deal with the evil at its source, and we
" aré convinced that this is the only way in which this illicit traffic
can be successfully combated. As soon as the area of cultivation in
British ‘India and the, Indian States has been restricted to the need
.that may be regarded as legitimate, most of the smuggling difficulties

“will disappear.
Section .V111.—Remedial measures.
In" the previeus sections, we have described the evils that have

ta be coped with. 1In the present section we propose to indicate the
remedial measures. In-doing so, it has to be kept in mind that the
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subject should be differently->dealt “with as regards present addicts
and addicts of the drug in future. We have made it clear in the
preceding paragraphs that the gvil of excessive copsumption.is due
to' (z) the consumption of heavy doses of opinm'by a large number of
addicts and (it) the heavy demand for opium required for smoking
specially in the Chinese quarters of the city. -

_In considering the measures necessary to effect a gradual reducfion
of consumption amongst the addicts of heavy doses, it has to be remem-
bered that a sudden .reduction may lead to undesirable consequences
in various directions, e.g., increase in illicit traffic, a resort to more
dangerous and pernicious drugs, as well as possible use on an extended
scale of morphine or other extractives in various forms. At the same’
time, we are convinced that the use of opjum can be gradually reduced
withlout any danger to life and in manycases with very beneficial
results. . C

Keeping these facts in view, we would recommend the following
steps for action:— . -

(1) The limit of sale and private possession of opium should be
reduced from 1 tola in Calcutta and 2 tolas in Serampore and Barrack-
pore to 12 grains, except as regards addicts who obtain a permit on
application to the department but without any medical examingtion.
or certificate, for purchase and possession of quantities not exceed-
ing § tola (90 grains). The limit of 12 grains has been suggested
because it will best facilitate departmental action, and, at the same.
time, be sufficient to meet the needs of those consumers who desire
to purchase 2 or 3 days’ supply at one time. We recognise, however,
that medical opinion considers a daily dose of more than 6 or 6 graips
as obviously harmful.

(2) The limit of retail sale and private possession should be reduced
from 3 tolas (540 grains) to ] tola (180 grains) throughout the Presi-
dency, with a view to a further reduction to 4 tola (90 grains) after
a certain period. This is essential as otherwise the evil result of
consumers going abroad for their supplies would ensue. We are con-
vinced that the reduction to 180 grains would not cause any incon-
venience to moderate consumers in the rural areas in the Presidency.

(3) The issue of permits to present addicts of quantities in excess
of 12 grains per diem should be undertaken and completed by the
department within a period of 6 months after the issue of Government -
orders. e

{(4) After fhe issue of permits to the present addicts of heavy dowes
of cpium has been completed, no one should be, allowed to haves a -
permit giving possession of any quantity of opium in excess of 12.

< grains in the area under enquiry without the certificate of a,qualified

or recognised medical practitioner.

(5) “After the heavy consumers have obtained permits, the price of-
opium should be gradually enhanced.

(6) The retail price in the rest of the Presidency should be made
and kept uniform with the price in the area under enquiry. If there
are no difficulties from an administrative point of view,- we wgula also
recommend that a heavier price should be fixed for quantities in excess
of 12 grains, after the issue of permits has been completed. ‘
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(7) Government should take ‘lease of premises where the drug is
sold, and employ licensees paid by fixed salaries, instead of licensees
who are remunerated on a commission basis on the quantity of sales,
reducing the number of shops wherever feasible. e have examined
some licensees who are conducting these shops at present and recognise
that they endeavour to run their business properly, but the increase
of profit with an increase in sales is a factor which, in our opinion,
should be eliminated in the case of the sale of this drug.

(8) After the above recommendations have been successfully put
into effect, we consider it desirable that steps should be taken for the
issue of permits to the consumers of 12 grains and under, with a view
to prevent them from gradually increasing their doses and to deter
new recruits to the habit, except under medical advice. We admit
that a system of issue of permits to small consumers of 12 grains and
under, in future, may interfere with the liberty of individuals, but
not mcre so than in the restriction put on other dangerous drugs,
and, from what we have learnt in the course of our enquiries, it
appears desirable that in time, consumers of small doses as well should
be given permits, and that no opium should be sold to a new consumer
in a poisonous dose,

(9) Treatment centres may be encouraged where addicts may have
proper advice and free medical aid. -

(10) Non-official organisations for social service should be encour-
eged to undertake propaganda work to point out the evils of the
habit of opium taking. The public should take part in a campaign
of education and persuasion if Government’s administrative restric-
tions are to succeed.

(11} The authorities of the mills and other industrial concerns
should be requested to initiate measures for the better care of the
children of the labourers while they are at work, In this connection
the créche system will perhaps be found to be most convenient.

(12) As the reduction of consumption is secured, there should be
» steady decreasg in the number of shops for the retail sale of opium
especiallv in urban and industrial areas. In industrial areas shops
should be placed at least 3 a mile away from all mill and factory
gates, and there should be a gradual reduction in the total amount
of the drug to be sold throughout the Presidency.

Sd. J. N. ROY.

Sd. HARIDHAN DUTT.

Sd. HERBERT ANDERSON.
Sd. 8. K. RAHA.
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B
Statement showing the incidence of consumption according to
population.
Consumption
Pper annum
. . per fn"’"‘
Population y [Consumption
Name of spectal a8 per N.‘,‘,.‘P;’:{n""-. Consumption |~ per 10,000 "” socordance
area. oensus 1926-27. 1926-27. g pet eapita. dard
of 1921, (pez annum). indicated by
the
. of Btate.
. Seers. Beers. Gruings, QOralns.
. Caleutta Exclse dis- |- 1,206,774 | - a1 11007 e 1238 e ]
A trict,. (one lhesy
abolish
from
1927),
Barrackpore Indus- 818,681 20 1-588 w8 78 ..
" trial ares.
Serampore Industrial 185,168 12 1-169 868 1246
area.
-




Statement showing the jurisdiction, size and population of the areas under enquiry,

Population.

Nnmeo!n;e‘:yunder N: mol w icipalities included Area in Belongt
euquiry. each area. square onging.
miles, Total. Male. Female, Hindu. Musalman. to other
, religions.

(1) Calcutta Corporation .. ..
Calcutta Excise district .. g; g:uwrah .. .. . 56 -91 1,295,774 867,98¢ 427,790 018,426 316,859 60,4890
y .. ..

( 1) Kanchrapara .. .. N .
2) Halisahar . .

(8) Naihati .

4) Bhatpara . .

&) Garulia e .

{6) North Barrackpore .

7) Barrackpore .. .
fs) Tittagar] ..
(9) Khardah .

11) Kamarhatf .

12) Baranagar ..

13) North Dum Dum

14) Bouth Dum Dum ..

156) Barrackpore Cantonment
(16) Dum Dum Cantonment ..

r | 1) Bhadreswar .. . )
{2) Champdany .. .
(38) Baidyabati .. .
Serampore area .ol (4) Berampore .. .
{6) Rishra-Konnagar ..
(8) Kotrung .o .o
L (7) Uttarpara .. .

Barrackpore area .y 52-09 318,581 211,058 107,528 231,210 80,882 6,480

e e e e e
.
v

L
> 15-70 136,163 85,578 49,680 110,208 23,080 890

L1
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“Statement showing the population of Calcutta and suburbs including
the town of Howrah distributed according to nationalities.

Census of 1921,

Nationality. - Total. Male, Female.
Chinese .. . . . 3,619 3,033 586
Ooriya .. e L .. . 61,670 58,345 3,226
Punjabi .. . . . 3,091 2,648 . 543
Bengalee .e . . .. 707,204 426,406 280,708 -
Assamess . .. .. .. 240 185 58
Tamil .. . ‘e . 2,011 1,190 821
Telegu .. .. .. . 4,735 2,137 2,508
Japanese e T T T 363 310 53
l?;}eople from Behar and United Provincea .. 492,208 359,626 132,682
uropeans .. .. .. 31,262
Others .. . . .. 21,159 } 31,388 21,038
. Total .- |-1,327,647 885,129 442,418

(The above statistics relate to the population of the present Corpora-
tion of Calcutta and the Municipality of Howrah, as well as the
Municipalities of Tollygunge and South Suburbs in the 24-Parganas
dBisltlrict, but do not relate to the population in the Municipality of

ally.)

v

Additional information about industrial concerns and population of
the areas under enquiry.

1I.—Calcutta area (information based on the Census Report of 192]1)—

Total number of skilled and unskilled labourers .. .. 198,807
Day labourers and coolies .. .. .. .. 97,883
Beggars and vagrants .e .. .o . 10,982
Places of origin of the labourers—
Bengal e . .e .. L e 62,812
North Behar e .. .o .- .o 19,169
South Behar . .. . . .- .o .. 35,748
Chota Nagpur .. .. . .. .. 3,402
Orissa .. .. .. .. .. 30,632
United Provincea . . .. . .. 40,758
Madras .. .. .. .. .. 1,910
Other parts .. .. . . .. 4,045
Outside India ve . ... .. .. 474
Number of industrial concerns e . e .o 1,007
Number of operatives employed in the sbove concerns .. 154,890

. 291,483

Number of railway season ticket-holders in 1820~ ..



I1.—Barrackpore area—
Number of factories registered under the Factoriee Act
Number of operatives employed therein

I11.—Serampore area—
Number of factories registered under the Factories Act
Number of operatives employed therein
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V (a)

118
179,359

29
61,191

Statistics showing Opium Sale per Ward in the city of Calcutta.

Approxi- | Sales in
Popula- . mate each Total
Name of the Ward. Ward tion of Names of shops in number shop and | annuat
. number, the each Ward. of daily total sales in
Ward. customers { sales in each
in each | the Ward | Ward.
shop. monthly.
Srs. Chs. | Sre. Chs,
Shampukur I 10, Galiff’s Street 275 14 12
v 57,0081 | 851 Grey Street 1o00 | 387 [} ere s
Kamartully Ll 83,984 26;153?1 Upper Chltpur 1,000 38 15 467 4
Bartola oo IIx 61,183 Mnmckmh Road 500 20 0 240 0
Sukea Btreet oIV 55,872 0 shop.
Jorabagan L1 ¥ 52,578 37% Lpper Chitpur 800 3513 429 12
Jorasanko VI 57,276 81, Mnnlektoln Street 900 37 10 451 8
B it 25'; I‘?nﬁrlson Roﬁgnd 2.0(7)0 105 8 'll
arabazar V. l 5. Harrison 974 55 0
32.959 Khangrs Patty 850 5415 | 12834 ¢
Col v 51 %ﬁ' ast Tane ot o | BN
olutola S|V 1 n ne .. 4 12 1 o
38,610{ | 213, Bowbazar Street 1,200 6o g [} 87012
86, L' Circular 525 21 6
Muchipara .| IX 69,670 Roa 670 8
159/A, Bowbazar Street 800 34 8
Bowbazar X 27,110 No shop.
Paddapukur Road . XI 82,638 No shop.
Fenick Basor §f}l D108 | 6, Cornoration Street 800 27 15
‘enick Bazar , Corporation Streef
26,1111 | 40, Wellesley Street . . 360 16 0 |} 527 4
Taltola v 31,664 No shop.
Kalinga XV 11,747 No shop.
Park Street XVl -3.77 No shop.
Bamun Bastl XVII 3,147 No shop.
Tangra XVIilr ,2i No shop.
Entally IX 47,842 | 80, Convent Road .. 550 26 1 Si2 12
Beniapukur XX 85,543 85, Kmyu Road .. 525 13 8 162 0
Ballygunge XXI 50,854 No
1, Chandra I\ath Chat- 650 82 9o
Bhowanipur XX 57,378 terjee Street. 782 8
92, Kalighat Road .. 800 32 2
Alipore .. | XX 22,184 | 20;10, palnagar 200 90 108 0
Ekbalpur .. | XXIV 31,420 Ko shop.
Watgunge and | XXV 34,479 261, Wstgunge Street 300 13 0 } 617 4
Hastings. » 145, Circular Garden 1,000 38 7
Reach Road,
267, Pat.arpnrRoad 100 3 0
Garden Reach .. | XXV1 45,567 %{udlalll . :% 8(8) n‘: 324 12
Tollygunge .. | XXV 50.854 - 3/1, Garishat Road . 150 5 0 60 0
Beliaghata . | XXvVII | 67,872 s’x B;lmshm Main 525 11 16 143 4
Manicktola .. | XXIX No shop.
Belgachia < | XXX . No shop.
Satpukur .. | X3XI e 2(‘-&1. Barrackpore 150 66 12
Coasipur .. | xxx0u 56,474 | 22, Cossipur Road .. 150 66 12

1 Seer=16 Chittacks.
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Statement showing Opium Sale per Ward in Howrah and Bally
: : towns.
srpe | Saeslty | o
" mate eac
oxtatmh: Ward P:I%lrlnh Names of shope number | ‘and total | annual
Warg, |number.| of :he in the Ward. :‘:'db:r'"l{m ““"'v'.“rd"h’ ':'::h"' Remarks,
in each monthly. Ward,
shop.
8rs. Ch. T. Srs.
r 118,007 140, Qld Ghusari Road 85 413 0 58 There s no
- ;4 17, New Ghusari Road | 850 91 1} 100 '\'w’:".;.d o
- HI| 11,748 i . e .
v 831 38%0'(5mnd Trunk 450 12 1 1} 148
Iv| .. |22 CullenPlace _..| 300
v | 24,980 | 6/4, Grand Trunk Road| 450 {: l: 8 };’;:
Howrah 3 VI | 24,104 | 1, Narsing Dutt Road 250 8 1 1Y 907
VII | 23,985 | 92, Grand Trunk Rosd | 1,180 30 0 0] 360
VIII | 31,434 | 56, Rajnarayan Chow- 300 13 ¢ O} 1569
dhury Ghat Road.
] Pl IRV [T R
ELE. | 4256 thiktnd ol Bl try
iR P ’
, , Hooghly 5 109
m| 557 veee .
Bally --4[ m| 208 "
e IV | 6253
vl
Issue figures of -opium.
Industrial area.
Average
- District retail Average Average
Year. oi price per retail rotail
- Calcutta. | seerin Seram-. | price per | Barrack- | price per
Calcutta. pore. seer in pore. seer in
Seram. Barrack-
pore. pore.
Seers. Rs. as. Seers. * Ra. Seers. Re. aa,
1912-13 .. 21,175 47 Sto] 1,231 56 1,679 63 8
53 0
1913-14 ° . 21,268 556 Otol 1,188 67 1,662 74 0
X 62 0
1914-15 . 20,380 72 0 1,166 71 1,465 80 O
1915-16 . 15,762 80 0 1,086 82 1,647 92 0
1918-17 .e 12,517 92 0 942 91. 1,483 29 O
1917-18 .e 12,641 94 0 942 105 1,338 104 0
1918-19 .o 12,330 104 © 982 104 1,359 104 0
1919-20 .. 12,604 104 0 1,020 104 1,495 104 O
1920-21 . 12,996 104 O 1,081 120 1,627 120 ©
1921-22 . 12,885 117 0 1,127 123 1,627 120 0
1922.23 . 13,036 124 O 1,123 130 1,691 130 ©
1923-24 . 12,274 130 0 1,173 130 1,676 130 ©
1924-25 . 11,915 130 0 1.206 130 1,657 130 ©
1925-28 .e 11,645 {30 (1] 1,181 130 1,681 130 0
..160 © 150 150 0
(1-9-1925) (1-9-1925) (1-6-1925)
1920-27 . 11,097 150 0 1,1¢9 150 1,688 150 0
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Statement giving information about packets sold in the area as
obtained from the records kept by the vendors.

Calcutta area, Barrackpore area. Serampore area.
Denomination of packets
and retail price. Dally Dally Weight Dally Welght
average | Weight represented, | average | represented. | average | represented.
number. number. number.
(a) 1§ gralns nt 1 plce 6,506 | 54 -Dtolas( -7 seers)) 496 4] tolas 492 4-1 tolas,
3 " t 2 ,887 1 1085 ,, (18 ) 707 119 747 126 ,,
(c 4 o nt 1 anna 6738 12246 ,, (28 , ) 771 |27 810 | 27 "
() 12 , 8t 2 annas 2694 | 1796 ,, (22 , )| 501 |839 389 |25-9 .
@ tola at 8t ,, 828 14538 . (57 ) 575 | 718 . 402 | 578
((l » at74 ., 2,147 § 6368 ,, (6-7 ,, ) 311 777 199 49-8
) » 8tlh ,, 782 | 391 » (49 ) 135 | 676 77 {385
5:) » 8t Re. 1-14 861 | 861 w (45 ) 42 | 42 ,, 25 | 25 "
i) 2 tolas at Res, 3-12 . [ 4 8 ” 1 2 "
Total 29,838 28 -8 seers 3,642 | 43 seers 3,202 3 seers,
1 tola = 180 grains,
1 seer = 8228 lbs.
1 seer-= 80 tolas, or 14 400 grains,
1rupee = 16 ani
lanna = 4 ploe

Vil

Statement showing the particulars of the purchasers of opium in ths
Calcutta area as obtained from the records kept by the vendors.

. . Caloutta
Classification. area. Remarks.
A.—Daily average number of consumers 23,258
(a) Male . 19,698
(%) Female . ve .. 3,660
B.—Daily average number of consumers pur-
chasingl2 grains and in excess . 8,618 | Information under the
head “B" is only as
T.—Residence— regards consumers pur-
(a) Caloutta .. 7,756 chasing packets con-
(b) Outside Caloutta . 762 taining 12 grains or any
quantity in excess.
II.—Approximate age—
(a) Below 40 o . . 2,398
(b) 40 and upwards . . 6,120
III.—Reasons adduced for consumption— g
(n) Disease . 8,148
{b) Intoxication or pleasure . .o 294
() Antidote to liquor habit .. . 43
(7) Administration to children e 33
IV.—Nationalities—
(a) Bengalees .o e . 5,443
(b Ooriyas 1,407
{~) Other nahonalmes. mcludmg Chmese.
Sikhs, Hindusthanis and others .. 1,663
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Statement showing the particulars of the purchasers of opium in the

Barrackpore and Serampore industrial areas as obtained from the
records kept by the vendors.

Classification. Barrackpore. | Serampore. Remarka,
Dally average number of con- -
samers .. .. 2,676 2,328
I.—Rrsidence—
(n) Living within Municipa- .
lities ‘e .. 2,613 1,998
(b) Living in villages . 163 330
Il.—Approximate age—
a) Below 40 .. . 928 717
) 40 and upwards . 1,748 1,611
IT1.—Reasons adduced for con- . | In the records of the
sumption— Barrackpore ares,
(a) Disease . . 1,284 -9 2,218 reason for con-
(5 Intoxxeatlon or pleusure 74 -6 43 sumption was ob-.
(¢) Antidote to liguor habit 1-9 34 tained in regard to
(d) Administration to children 167 a3 only pnrchases of
12 graina and in
IV.—Nastionalitiee— . exoeas.
: (a) Bengalees .. . 1,493 1,671
(») Oorias . 377 254
(c) Hindusthanis ‘o 622 293
{(d) Bilaspooria .. 17 39
(¢) Madrasis .. .. 128 656
(f) Other nationalities . 39 36

‘List of gentlemen who gave oral evidence before the Committee.
| I—Public Gentlemen.

1. Sir Deba Prasad Sarbadhikari, kt., C.1.E.

2. TUnsad-Dawla, Esq., Deputy Mayor of the Calcufta Corporation.

3. Rai Fanindra Lal De Bahadur, representing the Indian
Association. . ,

4. Mr. H. M. Bose, Bar.-at-law, representing the Indian
Association. :

5. Mr. K. C. Roy Chaudhury, Member, Legislative Council.

II—)edical Gentlemen.

6. Rai Bahadur Chunilal Basun, %.B., 1.8.0., C.I.E., P.C.S.
7. Major R. N. C_hqpl:a_,_ 1.m.s., School of Tropical Medicine.
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8. Dr. E. Muir, School of Tropical Medicine.

9. Rai Bahadur Satish Chandra De, M.B., Superintendent of the
Sree Vishudananda Saraswati Marwari Hospltal

10. Captain Dabiruddin Ahmed, Teacher, Campbell Medical
School.

11. Dr. P. K. Banerjee, r.M.8., Vice-Chairman of the Howrah
Municipality.

12. Dr. Santiram Chatterjee, L.M.s., representing the Indian
Association.

M.“13. Dr. Anukul Chandra Basu, Medical Officer of the Nadia Jute
ills.

14. Dr. Jitendra Nath Banel,]ee Medical Officer of the Kanki-
narra Jute Mills.

15. Dr.S. P. Ganguly, Medical Officer of the Vlctorla Jute Works,
Telinipara.

16. Dr. Nalini Kanta Chatterjee, Medical Officer of the
Wellington Jute Mills.

17. Dr. K. Ahmed, L.M.5.
18. Mahamahopadhyaya Kabiraj Gananath Sen, M.A., L.M.5S.
19." .Hakim Abul Nateq.

N

ITI—Medical Officers attached to Jails.

20. Lieut.-Colonel N. S, Simpson, 1.M.s., Superintendent of the
Presidency Jail, Alipore.

21. » Dr. Dhirendra Nath Sen, r.M.s., Medical Officer in charge of
the Alipore Central Jail Hospital.

IV—Excise Officers,

" 22, Babu Gunendra Nath Roy Chowdhury, Superintendent of
Excise and Salt, Calcutta.

23. Maulvi Afazuddin, Superintendent of Excise and Salt,
Calcutta.

24. Babu Bimal Krishna Basu, Inspector of Excise a..nd Salt,
Calcutta.

V—Police Officers.

25. Babu Purna Chandra Mukherjee, LInspector of Police,
Calcutta. '

26. Babu Shaheb Bux Sing, Inspector of Police, Calcutta.

27. Babu Sachindra Nath Mukherjee, Inspector of Police,
Serampore.

28. Babu Ram Sarup Pathak, Sub-Inspector of Police,
Barrackpore.
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‘VI-—Licensed Opium Vendors.

29. Rai Saheb J. N. Mitter, Licensee of No. 145, Clrcular Garden
Reach Road Opium Shop.

30. Babu Dhirendra Nath Roy, M.sc., Llcensee of No. 213,
. Bowbazar Street Opium Shop, Calcutta.

31. .'Babu Niranjan Maitra, B.sc., Licensee of the Ilishra.Opium
Shop, Hooghly

"VII——Respectable persens who are in the habit of taking raw opium.

32. Rai Saheb T. D. Kuinnr, Merchant, Calcutta.

33. Babu Bijoy Krishna Mukherjee, u.a.,, Hardware Merchant,
Calcutta. :
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RESOLUTION

ON THE

Report of the Committee on Co-operation in
Burma

For the Year 1928.29.

Extract from the Proceedings of the Government of Burma (Ministry; of Forests)
No. 1820, dated the 23rd July 1929.

READ—

The Report of the Committee on Co-operation in Burma for. the
ycar 1928-29,

ResoLuTioN.—The Government of Burma have had under
consideration for some time past the Report of the Committee on
Co-operation in Burma. The Report, for which Government are greatly
indebted to the Committee, is the result of as thorough an examination of
the position of the co-operative movement in Burma as was possible in the
time available and the Committee’s conclusions are set forth ably
and clearly,

The present condition of the movement is indicated by the fact that
out of 3,800 primary agricultural societies no less than 1,400 are in
liquidation. The pringipal causes of this state of affairs are summarised
iri‘pmfagraph 10 of the Report. First and foremost must be mentioned
the failure of the Union System. The conception of a supervising and
guaranteeing Union was a bold one, and had the Unions achieved the
work for which they were designed the co-operative movement in
Burma would have been in a very healthy condition and greatly superior
-to a movement supervised by a large staff of Government Officials. But
clearly the Unions have failed and it is evident that the experiment was
premature. They suffered from an inherent weakness, as was pointed
out by an earlier Registrar, in a characteristic of the Burmans, namely a
certain delicacy in dealing with the faults and misdemeanours of their
neighbours. ‘The members,’ it was said, ‘are as a general rule
perfectly well aware of what is wrong and sincerely “anxious that it
should be put right. But they shrink from the unpleasantness that’
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must necessarily accompany the ousting of an unsatxsfactory Umon
or society official or the- ejection or suing in,d civil court of »
recalcitrant member, and prefer to put up with thaladministration or
malpractices.in the hope that one of the Government staff may one day
come and put things right.! t .
Another of the main causes of the present position i§ found by the
Committee in the failure to train an efficient staff to support the Registrar,
It is to be remembered in this connection that the lack of hxghcr education
in Burma among the class from which the subordinate Government
staff and the audit staff had to be drawn militated against the recruit-
ment of a body of men sufficiently well-equipped to carry out the
directions of the superior supervising staff in an intelligent manner, and
also that war qonditions necessitated the cutting down of the superior
staff at a time when the rate of expansion was at its highest and
resulted in a situation in which the Registrar’s direct control had largely
to.be abandoned. Yet another main cause of failure lies i in the fact thag
unsatisfactory Societies were not dealt with promptly Government
agree with the Committee that action should have been taken earlier to
disregister Societies that did not repay their debts and to secure the
speedy liquidation of the Societies actually disregistered. The reasons
why bad Societies were not disregistered more promptly lay first in the
policy of the Department followed down to a very recent period that the
safest way of recovering a loan from a weak society was to * nurse " it, and
secondly in the paucity of the official staff. In those Districts of Upper
Burma which suffered from a sequence 6f bad seasons between 1918and
1924 the officers of the Department had much sympathy with the position
of hgriest Societies and persisted for years in hoping for a good season
which would enable the Societies to get their heads above water again.
Meanwhile the assets of the members of such Societies steadily and
inevitably disappeared and in very many cases nothing was left when
liquidation was finally resorted to. Delays in carrying out liquidation
similarly resulted in the melting away of assets and also encouraged
neighbouring Societies, who saw that liquidation involved no ill effects,
to follow the downward path. The problem of securing speedy liquida-
tion of disregistered Saociefies was under constant examination by the
Department and many experiments were tried before it became clear
that the only reasonably saﬁsfactory machinery for liquidation is the
official staff. Inthe opinion of Government the wholesale demorali-
zation of Societies' which made itself so apparent from 1924 onwards was
largely due to this fallure, for whatever reasons, to deal adequately with
Societies which had been in an unsatisfactory condition for a prolonged
_period. The Committee consider that failure of the co-operative
credit system may be attributed in part to the series of bad harvests in
Upper Burma between 1918 and 1924 and in this opinion Government
concur. Itis to be noted that "about 90 per cent. of the losses of the
Burma Provincial Co-operative, Bank, Limited, will be in respect of
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.Societies in Upper "B.urma and that the estimated loss from Societies in
the Sagaing District, concerning which the Committee note that * it is
difficult to see from what source any recovery of loan was possible after
1920-21,"” exceeds 310 lakhs or almost one-fourth of the Bank’s estimated
total loss.

2. In the course of their report the Committee express some doubt
whether Co-operative Societies dependent as they are on a spirit of
gelf-help and njutual interest are really suitable to the people of Burma
but their final conclusion is that the Government are justified in persever-
ing in the attempt to create a sound well-controlled system of rural credit.
The objects to be aimed at are summarised in the first three Recommenda-
tions in the Summary of Recommendations at the-end of the Report.
The first object should be to build up an organized system of co-opera-
tive banking (including co-operative land mortgage) in order that it may
become eventually the main source of rural fmance. At the same time
there is required a co-operative organization for securing better methods
in all the business transactions (apart from credit) of the rural classes
including more economical provision of the requisites of their agricul-
ture and the more profitable disposal of the profits of their labour. In
this branch of work close touch must of course be maintained with
the Agricultural and Veterinary Departments. And finally it should
be a definite part of the Department’s objective to bring about a better
standard of living in rural areas by attacking the apathy and ignorance
of the rural population, by educating them up to acceptance of the
measures advocated by the Departments of Education and Public
Health, and generally by organizing public opinion against habits and
customs tending to hinder economic progress and to lower the standard
of health., The Government are in general agreement with the views
of the Committee as stated in these Recommendations.

3. It would not be convenient in this place to discuss all the
criticisms made and the changes proposed in the 309 recommendations
summarised.at the end of the report. The general effect, however, of the
recommendations is that a system closely modelled on that which is being
carried on with so much enthusiasm in the Punjab is re¢commended for

- adoption in Burma. That syéiéﬁiiivo ves close control by the Govern-
ment officers of the Department, and the controversial question of the

proper limits of Government intervention in the business of co-operative
societies arises.

4. When the first legislation to establish co-operative societies in India
.was introduced in- India in 1903 it was explained that extensive powers
were being given to the Registrar in order to secure that the privileges
given by the new legislation should not be taken advantage of by bogus
societies. The Registrar for the fust few years at least would be
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constantly visiting societies : but asa friendly adviser rather than as an
inspecting officer. * As experience is accumulatéd and the societics
gain strength and are able to stand alone, and as théir numbers multiply,
the ‘dry-nurse’ element will disappear from his duties, which will
become more purely official.” In reviewing progress however ten years
after the passing of the first Act the Government of India declared their
opinion that it is necessary that Government, through their own and the
societies’ staff, should -continue the co-operative education of the
societies long after they are registered, and pointed out that supervision
«by Government officers has an important effect .in attracting public
confidence. Baut at the same time the Government of India declared
that a co-operative’ movement must in its essence be a popular ones that
nothing should be done to weaken the feeling among co-operators that
it is based upon self-reliance and independence, and that Government
therefore must not allow co-operation to become an official concern
managed by State establishments. The recommendations of the Com-
mittee on Co-operation in India, 1915, were in accordance with the
opinions which the” Government of India expressed in 1914 1n so far
as the recommendations in the Report of the Committee on co-operation

. in Burma are in accord with these authorities Governmnent 'accept them
generally. The recommendations for extending the intervention of
Government officers in the financial business of co-operative societies
ind banks however needs further consideration. In recommendations
55, 56, 61, 62, it is proposed that the applications of primary societies
for loans should be forwarded to Central Banks through Junior Assistant
Registrars (now called Co-operative Myooks), presumably for their’
advice and recommendation ; and in paragraph 25 itis recommended
that the Government staff ** should attempt to advise the financing body "’
as to whether the ‘ maximum normal credit limit"” of societies is
reasonable or not.

5. When the first* co-operative credit societies were formed under
the Co-operative Societies Act, 1904, in Burma, as in other provinces,
the Provmcxal Government offered loans equal to the amount of the
" share capital and deposits which the society was compelled to collect.
Local deposits were not at first forthcoming and the amount subscribed
by the members as shares plus an equal amount as a Government loan
was not sufficient for the society’s needs. The early Registrars, there-
fore, sought for deposits from outside the locality, They were obtained
at fisst from Government officials and private persons—for the most part,
" Europeans—resident in Burma. A firm of solicitors through whom many
such deposits were obtgined, then became a regular agengy for placing
such deposits with co-dperative societies on the remnlmendatnon of the

+ Registrar, Finally in 1910 the Upper Burma Central, Bank was estab-
. lished- .with one of the firin of solicitors as its first manager. For some
lime the bank continued to ‘issue loans on.the requisition of the
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Registrar, but in 1915 a change was introduced by Mr. English who had
been a member of Maclagan Committee on Co-operation, 1915. The new
system described in one of Mr. English's circulars provided for the
partial withdrawal of the Registrar from intervention in the financing
of societies and for the Central Bank to take the responsibility in issuing
loans on the advice of the unions which were declared responsible for
assessing the credit of affiliated societies, for sanctioning borrowings by
societies, enforcing proper repayment both to the Central Bank and
other deposttors and for making forecasts of repayments and requirementg
to guide the Central Bank and the Registrar. *‘The Reyistrar,” the
circular says, “ will fix the maximum borrowing capacity of each society
once a year for the 12 months ahead. The Central Bank will, within the
limits so fixed, allot cash credits to unions once a year for 12 months
ahead.” The circular says that the Central ‘Bank will, in consultation
with the Registrar, allot a cash credit to the union after considering the
funds at its disposal. The societies were required to estimate before
each harvest the repayments they could make to the Central Bank and
these estimates were required to be approved by the union., After
making the repayments so promised the sociely was permitted to indent
upon and deal direct with the Central Bank merely sending its indents
through the union committee to assure the Central Bank that signatures,
ete. were in order, The Central Bank was enjoined to take no notice of
indents on the cash credit in the case of societies which had not repaid
the amount fixed by the union. The Central Bank might also, for short-
age of funds or other good reason, refuse to comply with an indent ; but
if it so refused, it was to inform thc union of its reason. It continued to
be the aim of the Department that the Registrar and the officers of the
Department should gradually withdraw from all intervention between
the primary societies and the Central Bank in business relating to financ-
ing. The unions were regarded as local agents for the Central Bank
which would supply local information abaut the borrowing societies and
would back such information with a guarantee. Ata later time, when
some District Central Banks had been formed, in order to prevent the
Centra] Banks relying upon the maximum borrowing limits fixed by the
Department and neglecting other means of assessing credit, the fixing of
borrowing limits was discontinued for societies dealing with Central
Banks in Lower Burma. The Provincial Bank, however, had been
originally createdby the Department, its officers w ere recruited and
other appointments sanctioned -by the Department : and itis evident
that the Bank continued in spite of the attempts to establish an improved

" system in which.the Bank should not rely upon the Registrar, to depend
upon the Dep'u'tment both for assessing the credits of the primary
societies and for recovermg the loans.

6. The Provmcna} Bank, which was founded in 1911, has been
working at a loss for several years owing to the failure of many primary
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societies to pay even the interest on their loans. The Bank ha;s now
exhausted its cash resources, strong though it was in that respect, and
there is no prospect of restoring its solvency save by a direct Govern-
ment grant. Government in consideration of the relations of the Bank
. to the Departmrent, which have been described above, felt obliged tc
come to the assistance of the Bank temporarily by gnaranteeing an
bverdraft with the Imperial Bank, and have now decided to accept
responsibility for making good the deficit of the Bank's assets required
to repay the depositors, ' The cost to' Provincial revenues is_estimated
at about 30 lakhs. Government consider that the interests of the
co-operative movement will be best served by not putting the Bank inta
liquidation but by allowing it to wind up gradually its affairs as an
“apex” Bank for Burma. , The alternative course mentioned by the
Committee of putting the Bank info liquidation with a guarantee by
Government for the repayment of deposits would involve approximately
_the same cost to Provincial revenues. : :

It is'clearly necessary that Government should take precautions
about the effectiveness of which there can be no doubt against any
recurrence of such entanglement on their part in the financial liabilities

- of co-operative institutions. They desire to lay it down clearly thereforg
.that the primary functions of the Co-operative Department are education
(Recommendation 4), supervision (Recommendation 16) and control of
audit to the extent stated in Recommendation 26, ‘They entirely agree
. with the principle stated by the Committee in paragraph 64 that the
financing agencies must be entirely responsible for loans, deposits anc
internal working. A more controversial point is raised when the
Committee proceed to recommend that the Co-operative staff should
attempt to advise the financing body- whether the maximum norma
.«redit limit of a society is reasonable or not in view of rural condition:
and that applications for loans other than crop loans should be submittec
. _througb the Junior Assistant Registrar. The suggestion of course is
“that thopgli fh_é responsibility for granting a loan must rest entirely with
the financing agency, the advice of the Co-operative staff should be al
the dispbsal of the financing agency. As at present advised howeve!'
thaugh they have not yet arrived at a final conclusion, the Government
“‘are disposed to feel that even the giving of official advice as to the
granting of loang would weaken the Bank's sense of responsibility and
might end n placing the Department ia much the same relation to the
financing agency aéyﬁhat in which it- was involved in the case of the
Provincial Bénl{and .provisionally they are ot opinion that Recom
‘mendations 58 and 56 should not be accepted.

8. Anot'h;r. important matter which requires special ponsideration is

the objects and, periods for which loans should: be. granted . by the
- primary agricultural credit societies. The’ Committee in Chapter II of
‘the Report appear to take the view that co-bperative credit was started



(r)

in this Province without special enquiry directed to discover whether
there was any particular fieed for better credit facilities, that when the
work was begun it was found that there was reason to doubt whether
in fact there was any need to provide the cultivators in Upper Burma
with advances for cultivation, and that accordingly prior debts were
transferred to the societies. The Committee say that the result in thig
Province has been that an excessive proportion of the working capital
has been locked up in loans for the repayment of prior debt. Thaty
after the matter of control by the Department, appears to be one of the
most fundamental faults which the Committee have found in the agri-
cultural co-operative credit system in Burma. The Committee "are not
unanimous as to the way in which this fault should be corrected. The
. minority are of opinion that in future only * crop loans ” should be
given to the members of agricultural credit societies, By * crop loans ”
(or A loans) is meant loans repayable in full out of the proceeds of the
harvest in a normal year : and such loans are to be given only for the
current expenses of cultivation. In their minute of dissent the minority
express the views that the frequency of years of disaster in certain
Upper Burma Districts is so great that, unless the societies in these
districts can in favourable years provide a sufficient margin for years
of disaster—in the form of investments in Government securities or
deposits in Post Office Savings Banks—then co-operative credit, even
when restricted to crop loans only, " is not a practicable proposition
and had better be dropped.” They recognise that loans for the
replacement of cattle cannot ordinarily be repaid in full at the next
harvest. To meet this difficulty their proposal is that the members
should make monthly savings deposits and that the depositors should
be allowed to withdraw their savings, and if necessary to overdraw
their accounts, in the event of death of their cattle. Thé Chairman on
the ‘other hand is of opinion that a co-operative credit system such as
would result from the minority’s proposals, covering only a part of a
cultivator’s needs and leaving the rest to be met by the local money
lender, will ndver prove successful. . The attempt to separate clearly
productive from unproductive expenditure, he says, has proved impos-
sible. He quotes the example of the agricultural co-operative tredit
societies in the Punjab. Only about 28 per cent. of their loans are
strictly for cultivation expenses, while 20 per cent. are for. cattle and
24 per cent. for old debts. Crop loans, as the majorily {including the
Chairman) hold, should be regarded as the principal business of the
societies, but ** B” and “C" loans also, which ar€ repayable in 2, 3 or
4 years, should be provided for. Even loans .for the redemption of
mortgage or other debt and for the purchase of Jand, since “itis
-hardly practical politics to postpone such loans until” 13nd mortgage
banks have been organized throughout the land need not be
altogether prohibited. While the whole Committe¢ agree in giving
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societies to pay even the interest on their loans. The Bank has now
exhausted its cash resources, strong though it was in that respect, and
there is no prospect of restoring its solvency save by a direct Govern-
ment grant. Government in consideration of the relations of the Bank
_ to the Departnrent, which have been described above, felt obliged to
come to the assistance of the Bank temporarily by gnaranteeing an
bverdraft with the Imperial Bank, and have now decided to accept
responsibility for making good the deficit of the Bank’s assets required
Yo repay the depositors, * The cost to' Provincial revenues is_estimated
at about 30 lakhs. Government consider that the interests of the
co-operative movement will be best served by not putting the Bank into
liquidation but by allowing it to wind up gradually its affairs as an
*apex” Bank for Burma. . The alternative course mentioned by the
Committee of putting the Bank info liquidation with a guarantee by
Government for the repayment of deposits would involve approximatelyi
_the same cost to Provincial revenues. > .

It is'clearly necessary that Government should take precautions
about the effectiveness of which there can be no doubt against any
recurrence of such entanglement on their part in the financial liabilities

- of co-operative institutions. They desire to lay it down clearly thereforg
.that the primary functions of the Co-operative Department are education
" (Recommendation 4), supervision (Recommendation 16) and control of
audit to the extent stated in Recommendation 26. They entirely agree
. with the principle stated by the Committee in paragraph 64 that the
financing agencies must be entirely responsible for loans, deposits and
internal working. A more controversial point is raised when the
Committee proceed to -recommend that the Co-operative staff should
attempt to advise the financing body- whether the maximum normal
- credit limit of a society is reasonable ot not in view of rural conditions
and that applications for loans 6the; than crop loans should be submitted
_through the Junior Assistant Registrar. The suggestion of course is
'-ih_a.t though the responsibility for granting a loan must rest entirely with
" the financing agency, the advice of the Co-operative staff should be at
the dispbsall of the financing agency. As at present advised however,
though they have not yet arrived at a final conclusion, the Government
" ‘are disposed to feel that even the giving of official advice as to the
granting of loang would weaken the Bank's sense of responsibility and
might end jn placing the Department ia much the same relation to the
_financing agency as sthat in which it- was involved in the case of the
Provincial Bainlg:.and .provisionally they are ot opinion that Recom-
‘mendations 55 and 56 should not be accepted.

8. Anofb;r. important matter which requires specia_l 'co‘nsideration i

the objects and, periods for which loans should- be. granted .by the
’primary agricultural credit societies. The Committee in Chapter 11 of
‘the Report appear to take the view that co-dbperative credit was started
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in this Province without special enquiry directed to discover whether
there was any particular rieed for better credit facilities, that when the
work was begun it was found that there was reason to doubt whethey
in fact there was any need to provide the cultivators in Upper Burma
with advances for cultivation, and that accordingly prior debts were
transferred to the societies. The Committee say that the result in this
Province has been that an excessive proportion of the working capital :
has been locked up in loans for the repayment of prior debt. That}
after the matter of control by the Department, appears to be one of the
most fundamental faults which the Committee have found in the agri-
cultural co-operative credit system in Burma. The Committee ‘are not
unanimous as to the way in which this fault should be corrected. The
. minority are of opinion that in future only ‘' crop loans” should be
given to the members of agricultural credit societies, By ‘' crop loans”
{or A loans) is meant loans repayable in full out of the proceeds of the
harvest in a normal year : and such loans are to be given only for the
current expenses of cultivation. In their minute of dissent the minority
express the views that the frequency of years of disaster in certain
Upper Burma Districts is so great that, unless the societies in these
districts can in favourable years provide a sufficient margin for years
of disaster—in the form of investments in Government securities or’
deposits in Post Office Savings Banks—then co-operative credit, even
when restricted to crop loans only, “is not a practicable proposition
and had better be dropped.” They recognise that loans for the:
replacement of cattle cannot ordinarily be repaid in full at the next,
harvest. To meet this difficulty their proposal is that the members
should make monthly savings deposits and that the depositors should
be allowed to withdraw their savings, and if necessary to overdraw
their accounts, in the event of death of their cattle. Thé Chairman on
the ‘other hand is of opinion that a co-operative credit system such as
would result from the minority’s proposals, covering only a part of a
cultivator’s needs and leaving the rest to be met by the local money
lender, will ndver prove successful. . The attempt to separate clearly
productive from unproductive expenditure, he says, has proved impos-
sible. He quotes the example of the agricultural co-operative tredit
societies in the Punjab. Only about 28 per cent. of their loans are
strictly for cultivation expenses, while 20 per cent. are for, cattle and
24 per cent. for old debts. Crop loans, as the majorify {in¢luding the
Chairman) hold, should be regarded as the principal business of the
societies, but “* B” and " C” loans also, which aré repayable in 2, 3 or
4 years, should be provided for. Even loans .for the redemption of ’
mortgage or other debt and for the purchase of Jand, since “itis
.hardly practical politics to postpone such loans until” 14nd mortgage
banks have been ‘drganized throughout the land need not be
altogether prohibited, - While the whole Committe¢ agree in giving
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a most serious warning of the dangers arising from long-term loans
and agrees in advising certain general safeguards, the majority,
including the Chairman, are not in favour of the minority's pro-
posal regarding ‘investment of money by primary societies. in Govern-
ment Securities or deposits in Post Office Savings Banks for the
purpose of providing against years of agricultural disaster, and
- the Chairman thinks that both the .minority’s scheme of monthly
savings deposits for the replacement of cattle and co-operative
insurance are impracticable. Government accept the recommendations
of the majority of the Committee that crop loans should be regarded as
the principal business of the primary agricultural co-operative credit
societies® and that while B and C loans also should continue to be
provided for great care should be exercised in the grant of these loans.

9. The 309 opinions and recommendations summarised at the end
of the Report have been examined in detail by a committee of officers
presided over by the Hon'ble Minister for Forests. The recommend-
ations with some exceptions of comparatively small lmportancc have been
generally accepted. The Department will be directed to give effect to
the recommendations of Mr. Calveri's Committee as modificd by the
Hon’ble Minister’'s Committee of officers and subject to the orders in
this resolution on the subject of intervention in the financial business of
societies and banks, which would involve Government in liability.
Earlier liquidation of defaulting societies (which is recommended in
paragraph 110 of the Report) and the-acceptance of the principle
(Recommendation No. 305) that a society should ordinarily be wound up
on application of a creditor undcr section 43 of the Act as soon as it

, appears that the society is neglecting to pay sums duc will tend to give
both the central hanks and the societies a sense of responsibility and

| to give the financing agencies more effective control, which it may be
hoped will serve the purpase better in the long run than advice from
Government officers on the granting of loans. The suggestion in
'paragraph 111 of the Report that legislation should be introduced to
create an “agricultural charge *on the model of the English Agri-
eultural Credits Act, 1898, in favour of banks is in Government’s opinion
of great importance for the improvement of the security for loans of the
primary co-operative societies, and it will be carefully examined.

Ry order.
A. R. MORRIS,

Secretary to the Government of Burma,
Forest Department.



REPORT

OF THER

Committee on Co-operation in Burma

1928-29.

CHAPTER 1.

PRELIMINARY.

1. The enquiry dealt with in this report owes its inception to the
Government Resolu- foll‘oYving resolution of the. Government of Burma
tion. (Ministry of Forests), Agricultural Department.

“ In recent years the number of co-operative societies and the
number of members have ceased to expand and there has even been some
decline. The primary agricultural credit societies in several districts of
the Province, especially in districts where the Provincial Co-operative
Bank lends directly to the primary credit societies, have fallen into
arrears of interest due to the central banks and have almost ceased to
make payments of principal: In consequence of these defaults, the
Government has been obliged to come to the assistance of the Provincial
Co-operative Bank and to increase temporarily the number of officers in
the Co-operative Societies Department in order to deal with the large
amount of work involved in winding up and disregistering the primary
agricultural credit societies which have ceased to be credit-worthy and
in order to tighten the control of Government officers over the remaining
societies. Meanwhile there has been no compensating progress in other
branches of co-operative business. With a view to discovering the best
means to remedy the defects of the agricultural credit societies and to
restore confidence in co-operative organization, the Government of
Burma (Ministry of Forests) has decided to appoint a Committee to
hold an enquiry and to make recommendations. Government has
secured as Chairman of this Committee the services of Mr. H. Calvert,
C.LE,, L.CS,, for many years Registrar of Co-operative Societies in the
Punjab and more recently a member of thé¢ Royal Commission on
Agriculture, and, as one of the members the services of Mr, E. P. Stocker,
Agent of the Imperial Bank of India, Madras Circle, and lately a
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member of the Committees on Co-operation in the Central Provinces
and Madras. The other members of the Committee will bLe
Mr. H. O. Reynolds, 1.C.S., Commissioner of Settlements and Land
Records, U E Pe, Chaxrman of the Burma Urban Co-operative
Federation, and U Hla Bu, Chairman of the Yaméthin District
Agricultural and Co-operative Association. U Ba Tin (2), Extra
Assistant Commissioner (Co-operative Branch), will act as Secretary to
the Committee.
The terms of reference are :—
(1) to review the present condition of co-operative institutions in
Burma with reference to the recommendations of the
Maclagan Committee on Co-operation in India, 1915, and
of the Royal Commission on Agriculture in India ; and
(2) to make recommendations for the improvement and extension
of co-operation in Burma.”
The Committec assembled in Rangoon about the middle of
- November and held its first meeting on the 20th November 1928.

2. The Committee decided to dispense with a questionnaire which

might prove misleading and instead prepared a list

of points on which evidence was desired. Copies

of this list were distributed and in all some 50

' replies were received. The Committee spent 41 days on tour visiting
13 districts. A number of central banks, unions and primary societies
were inspected and a large number of co-operators and non-official
helpers were met and interrogated in detail. The affairs of the Burma
Provincial Co-operative Bank were closely studied and certain inform-
ation of an urgent and important nature was communicated by the
Chairman to His Excellency the Governor in December. Later in
Rangoon formal evidence was taken from ex-Registrars, the auditors of
the Provincial Bank, and some others. Information was collected from
every source from which light could be thrown on the matters under
investigation ; of special interest was a visit to Dawson’s Bank at
Pyapon where Mr. Lawrence Dawson explained the working of its land
mortgage business.

At its first sitting the Committee decided not to print the evidence
tendered, and, in consequence of this decision, only informal notes of
the evidence were recorded.

. We desire to thank both those who submitted written evidence
and those who gave oral evidence before us for the trouble they took to
assist us with information, criticism and suggestions. ’

Work of the
- Committee.



CHAPTER 11

A BRrier HisToRy.

3. In discussing the progress and results of the Co-operative Move-
ment in any province in India, the circumstances
of its inception mi¥st be steadily borne in mind.
“The Roval Commission on Agriculture, after summarizing the history
previous to the Act of 1904, proceed to state as follows :—

“ Three points about the new policy deserve notice. It was deliber-
ately decided to restrict the operation of the Act to credit only, and this
restriction is now recognized by all informed critics to have been a wise
one.

The Act had perforce to be framed before any experience had been
gained of the working of co-operative societies in India and so could only
prescribe the general outlines and leave the details to be filled in
gradually, on lines which experience of failure or success might indicate
as best suited to each part of the country. It was left to a few officials
to study the experience of other countries, and to essay the task of intro-
ducing into India an institution of a novel type. As the experiment was
confined to credit, chiefly for agricultural purposes, knowledge of the
essential principles of successful rural banking had to be acquired and
adapted to local conditions,

There was not then available the voluminous literature on all aspects
of co-operation which has since been published. Progress could only
be by the process of trial and error, and, in the early stages, the leaders
of the blind were themselves often amongst the afflicted.

The second point to be noticed in regard to the new policy is that
it was not the outcome of any popular demand. As was the case in
Japan, the new legislation was essentially the act of a Government
anxious to ameliorate the conditions of the people. Public opinion
sufficiently instructed to criticize or to guide had to be created. The
public spirited helpers, of whom there are now such large numbers, had to
be found and encouraged to come forward and assume responsibilities.
In its initial stages, the movement was essentially an endeavour by the
State to teach the people the advantages of organized thrift, self-help
and mutual help.

The third point to be noted is that it was inevitable in the circum-
stances we have described, that a Government Department charged with
the promotion of the new policy should be established, and that, as pro.
gress was achieved, this department should grow in numbers and
importance,

“Three important points.
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From the commencement, the aim of the official staff was to instruct
the community as a whole in the benefits of co-operation, and to attract
select and train individual members of it for the work of managing the
new societies in accordance with co-operative principles . . . .

We have given the above extract at length as it seems to us impor-
tant to remember that it was the deliberate policy of Government that
attempt should be made to strengthen the economic position of the
people through the agency of co-operative institutions. This decision
was based largely upon painful experience of the weakness of the
economic position of the rura] population as disclosed in successive
periods of acute distress, sometimes amounting to famine. It is doubtful,
however, if the condition of the people in Burma, or any agricultural
calamity in this province or any defect in its credit system contributed to
influence the Government of India in its decision. The Lieutenant-
Governor of the time acted on the advice of the Honourable Mr. (later
-Sir Harvey) Adamson, who had been on the select committee which had
dealt with the Bill, and who evinced a keen desire that Burma should
enjoy whatever benefits were to be gained from the introduction of co-
operative credit. There does not appear to have been any special
inquiry in this province direcied to discover whether there was any
particular need for better credit facilities ; the need seems to have beer
assumed.

4. The prime obiject of the Act was to facilitate the establishment o
Rural debt. organizations whereby cultivators could obtair
on reasonable terms advances necessary fo
carrying on their business ; but, as is clear from the earlier reéports
when the Registrar began his investigations into village conditions
there arose considerable doubt as to whether, in fact, thers
was any need to provide the cultivator of Upper Burma where the
movement was started with such advances. Twenty-five years ago.
rural debt was not a problem demanding solution at the hands of the
administration. In 1904-5, throughout the province, there was only 287
chetties assessed to income-tax and the total number of professional
money-lenders must have been small. In 1896-7, when the minimum
income liable to tax was as low as Rs. 500 per annum, only 563 money:-
lenders were assessed. The Census Report of 1901 showed only 8,929
persons supported by * banks, credit and insurance” representing pro-
bably less than 2,000 money-lenders. The village bania of India, with
accounts running for generations, does not exist in Burma, where the
source of credit is usually a neighbour—often himself a cultivator.

5. The figures for mortgages for the last twenty years have been
carefully scrutinized in the hope that they might
throw light on the state of secured debt in the
province ; they show a great increase in numbers and in gross value.

Mortgages.
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In the quinquennium 1908-12, there were on the average about 20,000
mortgages, of which registration was compulsory, of a total value
of Rs. 140 lakhs per year; while in the quinquennium 1923-27, the
yearly average of mortgages was about 60,000 with a total value of
Rs 777 lakhs. The increase in number in the opinion of the Inspector-
General of Registration is probably due in large measure to the growing
familiarity of people with the registration procedure and its advantages,
but in the present decade there is some indication that the increase of
registered mortgages reflécts an increase of secured debt. The average
value of the mortgage deed follows the average price of paddy so closely
as to preclude any other important factor,

Even if we give full weight to the figures of re-mortgaging the same
land for a larger sum, the amount of credit advanced on this type of
security annually is considerable.

6. The Government of Burma, having resolved to introduce co-opera-
tive credit into the provinee, appointed a Registrar
to whom fell the duty of selecting forthe experiment
such places as appeared most likely to promise success. In spite of
mistakes, easily understandable, considerable progress was achieved
until, when the Maclagan Committee was appointed in 1914, there
were 1,092 primary agricultural societies. This Committee included
amongst its members the Registrar of this province, and accorded
general approval to the practices followed here. Some of these have,
with more use, proved unsuitable, and there is ground for the suggestion
that the approval accorded has served to hinder the adoption of
the Maclagan Committee's recommendations where these differed
from existing practice, to stratify the procedure of 1914 and to
prevent reconsideration and amendment in the -light of experience
since gained, The Ten Main Principles, for instance, have been
retained as the basis of teaching while the excellent virile summary
of co-operative credit principles contained in paragraph 3 of the Macla-
gan Summary Report, has been ignored. The fact that the word
‘honesty’ appears four times and, thei#ft” six times in the summary and
that neither appear in the list of ‘ Ten Main Principles ' is significant.
Similarly, the principle of ' gratuitous service’ to which the Maclagan
‘Committee attach great importance is absent from the ten points, while
the general extravagance on expenses is a striking defect throughout the
province. Whatever merit may attach to the ‘' Ten Main Points,’ there
can be no doubt that a large proportion of the failures in the credit
movement are due to the omission to observe faithfully the injunctions
contained in the Maclagan summary. Probably as a result of the fact
already mentioned that the cultivators did not seem to need loans for
cultivation expenses, priority amongst the objects of a society in the
Ten Main Principles is given to the extinction of debt. Though the

Early mistakes.
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ultimate result® of a society may be the extinction of long standing debt
'ts immediate object is the substitution of controlled for uncontrolled
<redit and productive for unproductive debt. A sound credit system
may lead to an increase of debt. This priority given to the reduction
> debt is again reflected in the advice given in the leaflet on the
-ormation of societies that efforts should be made to transfer prior debts
bearing onerous rates of interest to the society at a less rate. Usually,
as the Maclagan Committee advise, this is deferred to a later stage in
the history of a society, but the result in this province has been that an
excessive proportion of the working capital has been locked up in such
loans, and, in too many cases, the sums so advanced have been beyond
the capacity of the borrowers to repay within the periods allowed.

7. Another important defect which we have found running right
_ Rictitious accounts. through the record of societies from the com-
mencement is fictitious repayments; it is
ordinarily recognized that anything approaching paper adjustment
in a co-operative credit society should be severely condemned, but
here the practice was enjoined by the Department. Payment of first
shares was to be made out of 1gans, the half-yearly interest was similarly
to be pdid out of the balance of credit available, and any portion of a
crop loan not paid on the due date was to be transferred toa ‘' B’ ledger
as a fresh loan, so that the whole of the ‘A’ loan could be shown as
repaid. From these practices, enjoined by printed leaflets, to the whole-
sale book adjustments of outstandings as repayments and fresh loans at
the end of the year isbuta stige. The practice is so general that it is
difficult to resist the conclusion that chairman, union committee mem-
bers, secretaries, supervisors, auditors and even the Government staff,
engaged upon super-audit have regularly connived at it. 'We have found ‘
considerable ground for the charge that upon its perfection in the art of
book adjustment depended the classification of a society as ‘A’ or
Good.
The practice did not stop with the primary society but extended
wherever there was scope for it. As will be mentioned in greater detail
_in its proper place, the interest due to the Provincial Bank from societies
was compounded to principal and a profit shown that had never been
cualized ; audit fees were similarly adjusted without payment in cash and
the union guarantee when “ enforced” was met by paper entries of no
practical or moral value. How far the reserve funds in primary credit
societies are composed of book adjustment is probably not now ascer-
tainable ; and similar difficulty faces any attempt to discover to what
extent the heavy expenses ot management in these primaries have been
met from realized profits, or how far the increasing average loan per

® The chairman holds that the extinction of debt is no more the cbject of a credit
‘society than it is of a commercial bank.
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member reflects the greater use of the credit facilities afforded or
merely the accumulation of unpaid interest. We are forced to the
conclusion that the annual statemeunts have not given an accurate account
of the societies’ transactions, and that the true figures for loans and
recoveries have never been placed before Government and probably not
even before the Registrar. As will be seen later, courageous criticism of
the system and its working has been made by the Registrars, but we do
not doubt that, had the true history of the year’s transactions been
disclosed in the returns, action would not have stopped at criticism.

In making the above observations, our aim is to make clear our
opinion that the conditions we were summoned to examine have been
the result in part of basic defects which have existed in the system from
its earliest days.

8. Prior to the publication of the Report of the Maclagan Committee

. ... in 1915, the two most important events affecting
Origin of the Provincial . . ..

i Bank. co-operative credit were the organization of the

b Upper Burma Central Urban Co-operative Bank

Limited in 1910 and the introduction of the new Act of 1912. The

former was founded to collect funds to finance urban and rural societies ;

it was transformed into a central bank as soon as the new Act legalized

such institutions.

Other central banks were foundud slo“ly, but, with one or two
exceptions showed little signs of vigour, with the result that the expansion
of rural credit societies came to depend upon expansion of working
capital in the Upper Burma Central Bank, until its operations came to
embrace a wide area comprising many districts. In 1920, it was renamed

- the Burma Provincial Co-operative Bank Limited and became and has
conttnued to be the main financing institution for rural credit societies.
The dependence of so many societies, scattered over many districts, on
a financing agency too distant for close contact or intimate acquaintance,
stimulated the grouping of these societies into unions, which were
organized to assess their credit and guarantee their borrowings. As
will be shown later, the development in importance of the Provincial
Bank, separated by distance from its clients, and the undue reliance upon
unions designed to bridge that distance have contributed in large
measure to bring about the present collapse.

9. In the first ten _years (1905-14) 1,248 societies had been
registered ; in the next six years (1915-20) 2,952
were registered. This rapid expansion brought its
own dangers, and later reports admit that it was a source of weakness.
The Registrar could no longer give personal attention to primaries and
relied more and more upon the unions ; on paper progress seemed good,
but while the Provincial Bank was waxing enthusiastic year by year
over its repayments received and in 1920 described them as * most

Expansion and decline.



satisfactory ” being a record since the formation of the Bank, the auditors
were already sounding warnings, calling attention to the overdue interest,
the lethargy in liquidation, and the failure on the part of societies to
reduce their borrowings in accordance with the orders of the Registrar.

In this year, Mr. Cooper, Officiating Registrar, disclosed in his annual
report many defects in the movement but did not feel himself in a strong
enough position to frame and recommend a definite remedial policy.
The influence of crop outturns will be discussed later, for the present it
is sufficient to say that the next year was a disastrous one owing to the
failure of the monsoon, and a severe blow was inflicted on a weak
movement from which it seems never to have recovered. The societies
declined steadily until in 1924 Mr. Cooper again courageously called
attention to the dangers threatening the system, the stagnation and
demoralization in some districts, the recklessness with which loans had
been advanced and the undue leniency shown in recovery, the unsatis-
factory state of liquidation work and the difficulties in which the
Provincial Bank found itself in consequence of these defects. Other
vigorously worded reports followed, but the mischief was already done,
the movement was definitely on the decline. It'is to be regretted that
stronger action was not at once taken. Annual reports are intended to
be descriptive only and are not a proper means for obtaining orders of
Government. It is more than probable that owing to the volume of ficti-
tious repayments shown in the statements, the real seriousness of the
condition of the societies was not fully disclosed even to the writers.
It is difficult to resist the conclusion that if a definite policy of correc-
tion supported by true figures of cash transactions had been submitted to
Government, much of the present trouble would have been avoided.
We readily acknowledge that the action taken against societies in default
in the years 1924-25 and 1925-26 was much in excess of anything
previously attempted, but it was still insufficient to meet the urgent need
of a critical situation.

10. The main causes contributing to the present crisis will appear in due
course ; here it may be said that amongst them are
‘ the expansior; beyond the capacity of the Registrar
to control, the failure to train an efficient staff to support the Registrar,
the adoption of the alternative policy of resigning control to unions, the
failure of the unions to discharge the heavy responsibilities placed upon
them, the organizing of societies ahead of local financing agencies
acquainted with local conditions, the difficulty in finding for the new
unions chairmen competent to perform their duties, and the neglect to
train them with sufficient thoroughness. There was an idea, strongly
advocated by a senior member of the staff, that all would come right
with patience and forbearance ; and this view weighed unduly with the
Registrar. Tt seems to have been overlooked that in all business, anfl
co-operation is essentially a business, there are people with whom it is

‘Some causes of decline.
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better to refuse to carry on transactions, people whose accounts had
better be summarily closed, and people whose defect of character unfit
them for the enjoyment of advantages open only to those who pra\.tlse
honesty, punctuality, diligence and thrift.

11. In view of the opinion repeatedly advanced before us that the
failure of the credit system was due to the series of
bad harvests, we have examined the detailed figures
with some care. The general result of this examination is given in
Appendix 1. Curves of the outturns were plotted as described in the
appendix and are very instructive. They show clearly the general
incidence of vears of disaster such as 1907-08, 1911-12, 1920-21 and
1923-24, and also the fact that there was an undoubted sequence of bad
years from 1918 to 1923-24 which occurred with minor variations in all
the districts examined. In Sagaing, the sequence has lasted for nine
years with only two exceptions. In Sagaing and Meiktila, at least, the
assertion that bad seasons have been responsible for the failures to repay
loans has evidence to support it. Indeed, in Sagaing it is difficult to see
from what source any recovery of loan was possible after 1920-21. But
in Mandalay, Kyaukse, and the irrigated areas of Shwebo and Minbu,
the excuse of crop failure for the omission to repay loans carries less
weight. There is; however, no doubt, that there was considerable
agricultural depression in the series of years with 1919-20 as centre.

The Influence of Crops.

12. Faced as we have been with a widespread collapse of the
co-operative credit movement, we have been
forced to consider whether the attempt to foster
these institutions under the auspices of Government
should be abandoned or whether a further attempt should be made on
lines better calculated to achieve success. There is undoubtedly
ground for serious doubt as to whether these little village financing
institutions, dependent on the spirit of self-help and mutual interest,
are really suitable to the people of Burma. If we had been satisfied
that no blame for the present state of things could be ascribed to the
staff, the system, the policy, the crops or to any other extraneous factors,
we might have recommended that Government should withdraw from
this field of effort ; but, as the present report will make clear, this is far
{rom being our opinion.

Moreover, there are factors at work now, which were hardly
noticeable when the first Registrar was appointed but which secem to
us to require careful watching in view of their potential economic and
* political significance. That agricultural land is passing into the hands
of non-agriculturists is well known. This problem has already received
considerable attention from the Local Government. In some provinces
suchi a process would be viewed withalarm, but the subject concerns us
here only in so far as it seems to call for such remedy as co-operative
action may render possible. Another factor, now rapidly assuming

The Need for
Co-operation.
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importance, is the growth of moneylenders both in number and wealth.
In the last three census reports, the population supported by banks,
credit and insurance, has been returned as follows :—In 1901, 8,929 ; in
1911, 17,345 ;in 1921, 22,210. Of the persons engaged in these pursuits in
1911, 63'7 per cent. appear to have been Burmans (returned as Buddhist)
and 27°9 per cent. as Indians ; in 1921, the figures are given somewhat
differently, but roughly it may be said that 60°'3 per cent. were Burmans,
and 372 per cent. Indians. Thus although the number of Burman
moneylenders has increased considerably, this increase is far exceeded
by that of Indians.

The income-tax returns carry the' increase further. In 1927-28,
1,587 Chettyars were assessed on an estimated total income of over
three crores ; 1,315 other moneylenders were assessed on an estimated
total income of 65 lakhs, and there were in addition a number of
pawnbrokers, of whom 140 had taxable incomes. ,

In 1895-96 when the income taxed was as low as Rs. 500 it was
found that of the moneylenders assessed, 60 per cent. earned less than
2,000 rupees and 40 per cent. more than this. The number of money-
lenders earning less than Rs. 500 per annum can only be deduced from
the census figures. It is probable that at the present time, there are
nearly 2,000 Burman moneylenders with incomes below the taxable
limit, in additfon to the 1,315 taxed. )

The true extent of the borrowings cannot be ascertained with any
degree of accuracy but on a rough computation the capital employed by
Chettyars and other moneylenders throughout the province would appear
to be about 40 crores. Of the Chettyar concerns, 1,200, including 160
branches, have their places of business outside Rangoon, while of the
Rangoon Chettyars 76 lend to agriculturists in the adjoining districts of
Hanthawaddy, Pegu, etc. It is estimated that these Chettyars alone
have.roughly about 25 crores on loan to agriculturists chiefly in Lower
Burma. In Upper Burma, there are 184 Chettyar concerns, with 41
branches, employing about three crores of rupees. .

Further information as to rural indebtedness is contained in the
various Settlement Reports, from which some extracts are given in
Appendix II. Briefly it may be said that a large proportion of the
households are in debt, and that although the average per household may
be only two to four hundred rupees, the gross total must be very large.
Debt is increasing in many, though not in all, areas and shows the usual
tendency to vary with the credit of the cultivator including the price of
his land. It frequently begins with borrowing in a bad year, and as the
high rate of interest hinders repayment, the loan increases until the
creditor demands and secures mortgage security which only too often
ends in the loss of the land. Apart from this debt which runs on
from year to year, there is a general ‘'demand for loans for cultivation
expenses which are usually repaid in full at harvest.
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We are of opimon that the evidence as to the increase of money-
lenders, of money lent and of the increasing burden of debt is sufficient
to justify Government in ,deciding to proceed with the attempt to
construct in Burma a sound well-controlled system of rural credit. The
object of such an attempt should.be to extend gradually through the
length and breadth oflthe province the benefits of organized co-operative
banking (including here co-operative land mortgage) until this becomes in
time the main source of finance for all rural industries

Side by side with this, and in the less indebted tracts perhaps
preceding it, there is required a well-founded co-operative organization,
on lines to a large extent prescribed by the agricultural and veterinary
departments, for securing better methods in all the business transactions
{(apart from credit) of the rural classes, including both more economical
provision of the requisites of their agriculture and more prohtable disposal

- of the products of their labour. In addition to these useful lines of
constructive activity, there is nowadays being undertaken on co-operative
lines, a number of attempts to bring abouta better standard of living
by educating and organizing local public opinion in favour of measures
advocated by the Departments of Education and Public Health
calculated to improve village life and even by organizing local public
opinion to eradicate habits and customs tending to hinder economic
progress and to lower the standard of health.



CHAPTER II1.

PRIMARY SociETIES.

13. Primary Rural Credit Sociclies—In order to secure a common
e, ground tor the discussion of the primary rural credit

Conditions necessary g : .
to make a credit socicty SOCiCti€s, we  think th;}t the summary of the
<co-operative. Maclagan Committee might well be repeated here,
more especially as this has been ignored in this

province :—

“The society to be fully co-operative must fulfil many conditions,
The theory underlying co-operation is that weak individuals are enabled
to improve their individual productive capacity and consequently their
material and moral position, by combining among themselves and
bringing into this combination a moral effort and a progressively develop-
ing realization of moral obligation. The movement is essentially a moral
one and it is individualistic rather than socialistic. It provides as a
substitute for material assets honesty and a sense of moral obligation,
and keeps in view the moral rather than the material sanction. Hence
the first condition obviously is that every member should have a know-
ledge of the principles of co-operation, if this co-operation is to be real
and not a sham. In the formation of a society the first essential is the
<careful selection as members of honest men, or at any rate of men who
bave given satisfactory guarantees of their intention to lead an honest
life in future. As regards the dealings of the society, it should lend to
its members only, and the loans must in no circumstances be for
speculative purposes, which, so far from encouraging thrift and honesty,
have exactly the opposite effect. Loans should be given only for produc-
tive purposes or for necessaries which, as essentials of daily life, can
fairly be classed as productive. The borrowers should be required to
satisfy their fellows that they are in a position to repay the loans from
the incomes that they will derive from their increased productive capa-
<ity, or that by the exercise of thrift they can effect a margin of income
over expenditure which will suffice to meet the instalments of their loans
as they fall due. When a loan has been given, it is essential that the
Committee of the Society and the other members should exercise a
vigilant watch that the money is expended on the purpose for which
the loan was granted. If it is improperly applied, it should be at once
recalled. It is further advisable to add to the general supervision of
the society a spécial supervision of individual members, by taking personal
sureties in the case of each loan. In the event of any default by

® Mr. Reynolds and Mr. Stocker do not agree with all the views expressed in this
chapter. The points on which they differ will be found in their minute of dissent.
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the borrower an instant demand should be made on these sureties.
In the more general matters of the society’s business there should,
of course, be a Committee of Management with the President and
a Secretary, all of whom, except those who perform purely clerical
duties and have no voice in the management, should be members
of the society and give their servicesto it gratuitously. At the same
time the ultimate authority should never be delegated to the office-
bearers, but should be' retained in the hands of the members, who must
continue to take a practical interest in the business of the society. With
this object the constitution should be purely republican ; each member
should have one vote and no more in the General Meeting and all
business should be transacted with the maximum of publicity within the
society. For example, there should be kept in some place open to the
inspection of every member a list showing the loans issued to every
" member, the names of his sureties and the amount of the loan still unpaid,
and each member should be required to know generally how this account
stands : General Meetings should be frequently held at which the
accounts and affairs of the society are fully discussed and explained.
The express object of the society should be the development of thrift
among its members, with the hope too that this idea of thrift will spread
in the neighbourhood. To effect this object loans must be given only
when they are really necessary and desirable. Further the development
of thrift and of a propriety interest in the society should be aided by
efforts to build up as soon as possible a strong reserve fund from
profits. The society must also be encouraged to obtain as much as
possible of its capital from the savings which its teaching and example
have brought about among its members and their neighbours. With all
these must go the elementady business principles of honesty, punctuality,
proper accounts, diligence and payment when due. To ensure all this
there must be adequate control from within, increasing vigilance and
supervision by the office-bearers and a continuous effort by members in
learning the principles of co-operation, in meeting frequently, in watching
others in working hard and observing thrift, and in punctual repayment
of their own loans as they fall due.”
14. The first condition, it will be noted, in the above summary is that
* every member should have a knowledge of the
principles of co-operation, if this co-operation is to
be real and not a sham.” The annual reports
repeatedly lay stress upon the importance of adequate teaching before
a society is registered, and in'the early days great pains were taken
to give instruction. = Later, according to the reports, it was found- that
with the increase in the number of societies the amount of attention
which could be given to individuals primary societies of necessity became
less, and more and more reliance came to be placed upon the union for
spreading knowledge of co-operative principles.

The teaching of
principles.
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The Registrar regarded unions as relieving him of much of the time
formerly spent on teaching ; they became responsible for inguiries into
new applications and for recommending registration, and developed into
the main propagandist agencies of the movement. It is abundantly
«clear that the work of unions in these respects was, to say the least,
defective, and we think that it was unfortunate that when the decision
was taken to rely mainly on the nnions for the further spread of the move-
ment, the Registrar did not realize the necessity of concentrating upon
the training of a staff to see that the newly formed societies were fully
instructed and that unions were competent to carry on the instruction.

The teaching was mainly confined to the “ Ten Main Principles,”
and so seems never to have progressed beyond what may be described
as the kindergarden stage. We fcund everywhere a sad lack of know-
ledge of all that is meant by co-operative banking ; the teaching seems
to have stopped short at the memorizing of the Ten Principles, and the
whole structure of rural credit was not understood and not explained.
“The meaning of credit, the extreme danger of credit in the hands of
anyone untrained to its use, and the need for the strict control of its use,
.do not appear to have been adequately taught. The meaning of the
Act, Rules or By-laws were insufficiently known even to the staff.
Not once did we meet anyone who knew all the rights a member
‘possessed within the society, or what powers he could wield against a
bad chairman or a bad committee, Practically every union chairman
questioned did not know that the liability of his union to the district
.association was unlimited, and no one at all seemed to appreciate the
difference between the normal credit requirements for the every day
business of members and the maximum borrowing limit. We find
the following remarks of the Madras Committee in paragraph 51 of their
report are equally applicable to Burma :—

“We have been very much impressed by the lack of knowledge
.of even the common places of co-operation shown, not only by members
of primary societies, but also by office-bearers, and even by the staff
.employed by the various non-official agencies. We believe that many
of the unsatisfactory features in the present condition of the movement
are directly attributable to this.ignorance. Even the official staff is, we
consider, in many respects, insufficiently trained for the proper discharge
of itsiduties. Too much importance cannot be attached to the necessity
for adequate education in co-operative principles of all concerned in the
movement.” v .

The Royal Commission on Agriculture stress the same point when
after detailing the main defects brought to light in the course of their
survey of India as a whole, they say :—

“From the evidence placed before us, we are of opinion that
one of the main causes of the failures we have mentioned in the
preceding paragraph is the lack of the requisite education and of
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adequate supervision and guidance. Members of co-operative bodies
have not been sufficiently trained to assume the responsibilities thrown
upon them.”

From a perusal of the annual reports, from our examination of the
staff and from our inspection of societies we are convinced that the
standard of teaching has been below that required to ensure a sound
movement. The “Ten Main Principles ” seem to bhave acquired a
sanctity which prohibited alteration, with the result that teaching seems
to have become crystallized in the very elementary stage reached before
the Maclagan Report and there has been no adequate advance. Even

- such teaching as there was seems to have been withheld from the
ordinary _men'lbers of primary societies. The * Ten Main Points ** were
enunciated before 1914, that is, before the great examination of co-oper-
ative institutions in Europe which resulted from Roosefeldt’s Country
Life Commission and the tour of the American Committee through the
countries of Europe. Prior to 1914, there was little literature of value
in English on Co-operation, Sir Frederick Nicholson’s Reports and
Mr. Wolff's books being the exceptions. The American Commission
gave a great impetus to study, the principlés underlying the co-operative
movement were intently scrutinized and analysed from various view
points in numerous publications, and the “ Ten Main Points "’ could
hardly have survived unaltered if the teaching had been revised in the
light of these more mature views.

The measures we recommend to secure a thorough training for the
-officers of the Department will be discussed in their properplace. Here
it is necessary to express our opinion that the staff, once adequately
trained, should do their utmost to teach all the members, and not merely
the chairmen and secretaries, patiently and persistently, to understand
the economic principles underlying their every day activities. Where
the people prove deaf to teaching, incapable of absorbing it, or unable
to profit by it, there the attempt to spread co-operative societies should
for the time be abandoned.

If it be true, as has been alleged, that the Burman cultivator will
learn but will not apply, there should be no hesitation in liquidating any
societies tainted with dishonesty. It must always be borne in mind
that the Government of Burma, as a matter of deliberate policy, under-
took the task of introducing the co-operative movement into the province
with a view to securing for its people amelioration in their economic
conditions ; co-operative principles and the economic principles linked
with them can be taught : they cannot be forced on anyone. It should
be accepted as axiomatic that where these principles are not accepted
or being accepted are not translated into action, the people cannot be
given the great benefits which a sound co-operative movement can
confer. It is not everyone who is willing to submit himself to the strict
discipline which should characterise a co-operative credit society, and
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only the experience of a thoroughly trained staff preaching a thoroughly
sound system will show whether it is possible or not to create in Burma
a great organization for rural credit on co-operative principles.
15, The original credit societies were based upon the Raiffcisen
Types of rural primary model, but more recently this has been discarded
credit society. in favour of the Luzzatti model.

The chief differences seem to be that —

(i) in the Raiffeisen type the share is ten rupees paid up on
admission, while in the Luzzatti, shares are of one hundred .
rupees payable in annual instalments of ten rupees and
returnable after every, tenth year, whereafter a further series
of instalments begin ;

(i) in the Raiffeisen type, the profits go to an indivisible reserve
and are not distributed even on dissolution, while in the
Luzzatti, after the profits of the first ten years have been
placed to reserve (divisible on dissolution) in succeeding
years three-fourths of the annual profits are distributed as
dividends on fully paid-pp shares.

We attach no great importance to the slavish adherence to any
particular type borrowed from Europe, and see no objection to varying
the model to suit local conditions. The type is of less importance than
the manner in which it is worked. The system of co-operative credit is
designed to meet the needs of small people for small loans for their
small transactions. In several districts in Upper Burma, the average
loan per member in a year is about 30 to 50 rupees and if this is any
indication of the requirements of members then the demand of ten
rupees on admission seems toorhigh. If the qualification for member-
ship is placed too high, there results as we have seen a series of book-
adjustments from the very birth of the society. The initial share instal-
ment should be fixed low enough to ensure that cash payment can be
rigidly insisted on from ‘the class of cultivator whom it is desired to
attract into membership. It need not be the samé for every member,
but each should be induced to subscribe according to his ability. The
instalments should be continued over a series of years to encourage the
practice of thrift. 'Whether a general refund after ten years is advisable
must depend upon the standard of co-operative education attained ; but
we think that it is wiser to postpone such refund until the society has
accumulated sufficient. of its own capital by way of surplus profit or
otherwise to protect the unlimited liability of members against any
loss due to bad debts, etc. The share capital in a society of
unlimited liability is not to be confused with the joint stock idea ; it
represents, not the stake of the member in the society, but such
portion of his unlimited liability paid up as should give cover for any
deficit in assets.
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16. The indivisible reserve is in the long run preferable to one
divisible under the Luzzatti rules, but if the people
insist upon the Luzzatti model care should be taken
to avoid the resultant weaknesses. Where three-fourths of the profits are
distributed annually, there is a danger that profit-seeking may prove
stronger than caution. A surplus deposited in the central bank brings
. 4n less interest than if lentto a member, and there is a danger that
loans for unsuitable periods or unsuitable purposes may be sanctioned in
order to gain the interest. 'Where no dividend is permitted this danger
does not exist and members can the more easily be persuaded to deposit
in central banks the surplus over the real normal requirements of their
business,

A further danger where profits are divisible is that paper credit may
be taken for profits not actually realized in cash, but which can be -
'secured by the type of book-atljustment we have found so general. The
danger of dividends being distributed from capital instead of from realized
profits is absent where profits are indivisible. We support the recommend-
ation of the Madras Committee that the payment of dividends be
discouraged (page 45; but if it be found that this is not practicable then
we have a further recommendation to make. The English Friendly
Societies were not permitted to accept deposits or loans until the
Societies’ Borrowing Powers Act was passed in 1898 to meet the case of
co-operative credit societies in Ireland. By this Act, thofe societies
only are permitted to take deposits or loans which by rule provide that
no part of the funds shall be divided by way of profit, bonus, dividend or
otherwise among the members. In Burma, there is nothing in the Act,
Rules or By-laws prohibiting a society from distributing dividends while
still dependent on its financing agency for funds for its ordinary business,
or even while failing to repay its instalments when due. We accordingly
recommend that the rule regarding dividends under section 50 (2) (g) be
amended so as to prohibit any society of unlimited liability from dis-
tributing a dividend so long as it holds deposits from non-members or
borrows from its financing agency.

17. The by-laws in force are too elaborate and long, and effort should
be made to exclude from them all that is not really
necessary to the binding agreement between
members. It is important that every member should be able to under-
stand the by-laws, which define his relations to his fellow members,
and to make this easier, the by-laws require to be couched in as simple
language as possible.

18. We have already dealt with the education of members prior to

. . registration ; something must now be said about

Impection. super- g0 opection, supervision and control after
vision and control after '

registration. registration. In the past the department attempted

to withdraw from this task and to leave it to

the unizons. That policy has definitely failed with results which should

Reserve and profits.

By-laws elaborate.



be sufficiently apparent from this report. The same result was noticed
in Madras, of which the Committee on Co-operation wrote {page 69):—

* A withdrawal from supervision on the part of Government took
place in 1925-26, before adequate provision had been made for non-
official agencies to take over the work. This has, we consider, been
responsible for much of the confusion which exists at present in the
movement.” )

The Maclagan Committee stated their opinion that " the exercise of
due care before formation and the ensuring of full and proper supervi-
sion after formation we consider indeed the most important part of the
Registrar’s duty.” And on another page after describing’ the dangers
and pitfalls awaiting societies the Committee stated : ** The remedy lies
in the supervision and control of the primary societies by a registering
_ staff adequate and efficient, especially in its higher branches. We do
not mean by this that the Registrar should assume the detailed direction
of societies. These must be left, as hitherto, to manage their own
affairs, but the Registrar must be in a position to know how they ture
managing these affairs, and to take action in case of need. In addition
to being able to acquaint himself with the working of societies under his
charge, the Registrar must be able to give and supervise that teaching
of co-operative principles without which proper co-operation cannot be
expected to grow.” The Royal Commission on Agriculture endorsed
the repogt of the Maclagan Committee, and recommended *‘a’
continuation of official guidance and, to some extent, of officiaj
control . . . . because we are persnaded that such guidance and control
at this stage are essential to the healthy growtk of the movement.
. . + » We therefore sttongly recommend that every effort should be
made to build up a (highly educated and well trained) staff of officials in
all provinces. Its chief duty is to educate members up to the point at
which they will be competent themselves to undertake its duties and so
dispense with its services ; to strengthen the hands of the honorary
workers by furnishing them with skilled advice and guidance in the
more difficult problems ; to supervise the work of unions and federations
engaged in the management and control of the movement..."”. The
main line of distinction drawn by the Royal Corhmission was between
education and management. The former is a proper object for Govern-
ment expenditure, the latter including audit may properly be left to the
societies to pay for even although an element of official advice could not
be dispensed with.

We agree generally with the views expressed by these three bodies
and recommend that the prime duty of the staff, adequately educated
and trained, should be to continue the teaching and instruction of
members until they are able to dispense with it. So long as the
recommendation of the Conference of Registrars at Bombay is adhered
10, and no society can be classed as “ A ” or good until it can dispense
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with any help or assistance from outside other than the annual audit,
there is little fear of excessive control or of weakening responsibility.

The object of the staff is to turn out societies of the “ A" class, and
with an expanding movemeut the temptation is all in favour of with-
drawal of supervision too soon rather than too late. What appears to
have led to some confusion in Burma is the failure to distinguish clearly
between the withdrawal of official supervision from all societies,
including those newly organized, and withdrawal from societies gradually
as they become competent to manage without outside aid. To the
latter policy we accord our support. It involves regular inspection of
primary societies (in their own villages) by a staff which should seek out
errors and sources of weakness and teach the members not only how to
avoid or correct them but why they are errors and why they are sources
of weakness. This staff, of the Junior Assistant Registrar grade, will
have no executive powers under the Act, Rules or By-laws except to call
for the books and accounts of societies and so will have to rely upon
their powers of teaching, explanation and persuasion to produce results.
Matters beyond their power to mend will be referred to the Charge
Officers.

19. The India Act of 1912 required the Registrar to audit or cause to
be audited by some person authorized by him the
accounts of every registered society once at least
in every year. The Burma Act of 19 27 places the responsibility for
the annual audit on the socxety but limits it to persons authorized by the
Registrar. The requirements are the same in both cases. For some
years, up till about 1915-16, the audit of societies was carried out by a
government paid staff under the orders of the Registrar, but in 1916-17
ten auditors were employed from funds contributed by societies, and in
the folJowing years the work gradually passed to auditors paid by
societies. With the control of audit we are not at present concerned
but confine ourselves to the work of audit itself.

The Maclagan Committee made it clear that the audit of a primary

credit society differed widely from that of a joint-stock company.
“1t is intended in the first instance to assure Government, through
whose agency the societies were formed, that they are developing on
sound lines, and only secondarily for the satisfaction of central banks
or outside investors, who have entrusted money to the movement, and of
the society members themselves. . . . Itis clear that it was never
intended that the audit should be merely an arithmetical one.
The auditing staff from whatever source they may be paid, are, in our
opinion, responsible to the Registrar and must mainly be controlled by
him.” With this we agree. We deal with the official contrcl when
considering the future of the Provincial Council.

The Act requires that the audit shall include an examination of
overdue debts and a valuation of assets and liabilities of the society.
Regarding the latter part of this sentence we note that the Maclagan
Committee understood by it a sufficient check, in accordance with such

Audit,
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rules as the Registrar may lay down, o{ the list of material assets of the
members. The audit, they continue, * should extend somewhat beyond
the bare réquirements of the Act and should embrace an inquiry into all
the circumstances which determine the general position of the society.
It would, for instance, be the duty of the auditor to notice any instances.
in which’ the Act, Rules or By-laws have been infringed ; to verify the
cash balance dand certify the correctness of the accounts ; to ascertain
that loans are made fairly, for proper periods and objects, and on
adequate security ; to examine repayments in order to check book-
adjustments or improper extensions; and generally to sce that the
society is working on sound lines and that the committee, the officers,
and the ordinary members, understand their duties and responsibilities.”

With all this we are in cordial agreement and are of the opinion that
if the audit had been carried out faithfully on these lines the state of
co-operation in Burma would hardly have declined to its present
unsatisfactory level. Thé annual reports express satisfaction with the
standard of audit, but we cannot agree that the work has been efficiently
poerformed. Notably the auditors have failed to ascertain that loans.
were made fairly, for proper periods and objects and on adequate
security, and they have failed to examine repayments in order to check
book adjustments. Their check of the material assets of members even
when undertaken has been perfunctory. and, as is now being disclosed
in liquidation, almost useless. In view of the clear statement by the
Maclagan Committee, we have little to add. The present audit form
is unsuitable in many details and should be recast in the light of our
¢riticisms. It does what the Maclagan Committee expressly directed
fhat it should not do, namely, involves the collection of elaborate
statistics. It is quite unnecessary to copy out all details of loans,
étc. We agree with the Maclagan Committee that the audit report should
be seen by the financing agency ; ordinarily two copies should be made,
one to remain with the society where it may be seen by the'supervising
staff, and the other to be sent through the Government staff to the
. financing bank for informiation and record. It is not necessary to send
a copy to the Registrar, and the present check on the arithmetical details
carried out by the Government auditor should be dispensed with as
serving no uséful purpose. Whenever the Government staff have any
oc¢casion to see these reports, they will have full opportunity either in
the central bank or in the village.

There is one point to which we desire to call attention ; the Maclagan
Committee rightly stressed the fact that in co-operative banking *‘the.
creditor’s real security consists not in the material assets of the
members but in the ability and desire of the members to put the borrowed
money to productive use and to repay the loan out of the profits made
thereby.” We think that. the auditor should collect all information
available during his visit; bearing upon this aspect of a- society’s trans-
actions, and should make specific mention of all cases where a loan has



been misapplied or where the borrower has disposed of the pronts
ithout first repaying the society. ’

The Maclagan Committee recommended a super-auditor for every
two hundred societies, and in Burma a staff of Junior Assistant Regis-
trars. is maintained for the purpose. So far as we have been able to
ascertain the work of super-audit has been of little benefit. It has
<certainly not checked book adjustments, It is not necessary thata
super-audit should include the whole accounts of a society. Ordinarily,
‘when a society offers nothing suspicious a check audit should suffice, and
super-audits should be on a scale prescribed to ensure that the auditors
are doing their work in a reliable manner, and include special detailed
inquiries when societies are in difficulties. This will relieve the staff for
inquiries and inspections and for instruction.

We note that the auditor is apt to confine himself to filling in the
form prescribed and this. too often, in a very perfunctory manner ; he
should invariably at the conclusion of every audit get the chairman to
summon a general meeting of members and should explain to them the
accounts, the defects he has discovered, the methods of correcting them,
and the points on which he thinks that more publicity is desirable, such
as the monopoly of loan funds by a few members. At this general
meeting, so far as may be practicable, the defects brought out at audit
should be corrected in the auditor's presence, so that every society
should be appreciably benefited by the auditor’s visit. When it is re-
membered that it is to the lasting interest of members that their accounts
should be reliable and accurate, that their credit should stand high, and
that their society should be free from defects, there should be little
difficulty in making this general meeting one of the most important and
most instructive of the year.

At one time there was a suggestion that it would be necessary to
accept a lower standard of audit in order to make this annual examina-
tion of accounts less expensive, and to this end an experiment was made
in the licensing of approved auditors who could be employed by societies.
We do not agree with this policy ; audit should be so conducted as to
be educative to the members, and the auditors should be regarded as an
integral part of the machinery for instructing co-operators to take the
management of their affairs into their own hands. If the full benefits of
audit are to be secured, it will be necessary that the auditors work under
the control of the Registrar and they should be trained under his supers
wision ; good work will best be obtained for the present from a cadre of
men assured of an income and of increment so long as their work attains
the standard required.

20. It is one of the essentials of a sound credit society that the members
should be able to understand the accounts, and in
order that this may be a practicable ideal amongst
a population not possessed of a high standard o_f literacy, it is absolutely

Accounts.



(22)

necessary that the accounts should be of the simplest possible character
consistent with clearness. This is not the case in Burma. There is so
much unnecessary elaboration that it is difficult to discover what any
member has borrowed, what he has repaid and what he still owes. All
that is required is a simple ledger with enough columns to suit the ordin-
ary transactions of the society. A sample is given at the end of this
chapter. It is unnecessary to make any entries as to interest until pay-
ment is made, when the interest due to date can be calculated. One
page will last several years and by allotting to each member several
consecutive pages, his account can be examined through a series of years
with the minimum of difficulty. It is not necessary to maintain three
ledgers for the three classes of loans

The cash-book in the form attached is suitable ; it has columns corres-
ponding to the columns of the ledger so that it is easy to check and
compare. The cash-book should be totalled every month and below the
monthly total there should be entered the running total for the year. If
the cash-book is properly and regularly totalled, the true state of the
society can be determined in a few minutes.

The objects of loans are not clearly stated in the societie.s' books.
The loans are supposed to be classified into ‘A', B’ and ‘' C’ according
to the object and period. ‘A’ loans are supposed to be for food, seed,
cultivation expenses or cattle fodder. These are separate objects, but no
attempt is made to indicate for which of these the loan is taken. The
result is that it cannot have been possible for the committee or staff to
approve of the object or for the supervising staff to check either the
need or the application of the loan to the object spec[led As priority

~was given to these loans, in practice it seems to have become usual for
all loans to be classed as ‘A’ in the first instance. When repayment in
full at harvest was not made the loan was transferred to another ledger.

We attach great importance to the object of the loan being properly
specified in the application ; this object should be checked by the
committee from their personal knowledge of the member’s requirements,
and the applxcatlon of the money, when advanced, to the object specified
should be carefully watched. 1f this is done regularly, it is easy for
inspecting officers to apply a similar check.

As a consequence, apparently, of the classification of loans into three
categories, no proper bonds or promissory notes are taken. We attach
considerable importance to this formality. Forms in bound volumes
should be supplied ; these should include spaces for containing the
application for the loan with the object specified and the names of the
sureties, the order of the committee sanctioning the loan and the pro-
missory note. The details are easily compressed into two sides of a
single sheet, and the volume readily affords information of a society's
loan transactions for a long period.

As both the ledger and the promissory note sheet contain details as
to object and period, it will be easy to separate out the loans falling due
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at next harvest, or crop loans, and to watch over their prompt repayment.
The average society in Burma has only about 22 members, so that there
should be no difficulty in keeping these accounts within very simple
compass, and if all complications be carefully avoided we trust that there
will be less difficulty in the future than has been found in the pastin
securing local secretaries to keep them properly.

21. One of the most serious features in the accounts is the prevalence
of fictitious figures, paper adjustments of repayments
and fresh loans. This is so common that it is
almost impossible to determine what real work the societies have been
doing. It could not have persisted or even have reached the dimensions
we found unless it had been connived at by everyone concerned. The
whole weight of the department must be brought to bear to fight against
this practice, and no effort must be spared to stop it. Until societies
keep honest accounts it will be impossible to accept any figures as a test
of their work. Had true accounts been kept on a cash basis, it is more
than probable that the revelations contained in the annual statistics would
have forced the hands of the most reluctant official in favour of vigorous
action. Reversion to strict cash accounting will reveal many serious
features which are at present apparent only to those who make carcful
examination of the books, but it is better to show a true bad record which
can be remedied than to hide everything away behind carefully faked
accounts. In view of the longer term for most co-operative loans as
compared with commercial transactions, anything suggestive of adjust-
ments must be rigidly avoided. If, for instance, a crop loan is postponed
in order to allow time for the cultivator to get a better price for his
produce, it is better to show the crop loan as extended than to- include
it in a fresh loan along with the new loan required to’carry on the
cultivator's household until selling time.

. Fictitious Accounts.

22. In dealing with the large subject of loans, wc propose to confine
ourselves to such mattersas seem from our inspect-
ions of societies and our study of the movement
to require amendment. Sound advice on the whole subject is contained in
the Maclagan Report, so that we are here concerned, with one important
exception, more with practical working than with theory.
In Burma, loans to cultivators are divided into three classes—
(4) Loans for seed, food, cultivation expenses or cattle fodder.
Such loans are supposed to be repaid in full at harvest,
(B) Loans for purchase of carts, or cattle or for the liquidation
of small debts, and for house building. Such loans are
supposed to be repaid in, at most, three equal annual instal-
ments ;
(C) Loans for purposes which will continue to be productive for
several years, such as the liquidation of considerable debts
to non-members ; for the acquisition of land by purchase,

Loans.



.redemption or mortgage ; and for the making of expensive
canals or bunds Such loans must be repaid'in, at most,
,four equal annual instalments.

The first or ‘A’ class are given preference, &nd |t has become
ustomary to omlt any further details as to the objects beyond the vague
desxgnatxon of ‘crop loans.” As has already been remarked, the fact
that these receive preference has led to their being in .demand for quite
other purposes, the borrower trusting to their being fenewed and
transferred to ‘ B’ when he defaults. We are of opinion that these
crop loans should be regarded as the principal business of primary
societies ; the object should be stated clearly so that the committee may
form an opinion (and the staff also) as to the need of the individual
borrower of money for the purpose specified. ~All loans under this head
should be given only when required, and to the extent required. If, for
instance, a member isin need of funds for ploughing, for sced, for
transplanting and for harvesting his paddy, the sums actuall\ required

“should be advanced serially at the proper time.

In a village society there should be no difficulty in discovering

whether a member is really in need of a loan for a particular objett,

what sum he requires and when he requires it ; and the inspecting staff
should soon be able to check the work of the committee in these
respects

All loans ‘requlred for the expenses of cultivation except for cattle,
etc., should be repaid out of the gross produce at harvest. Loans for the
purchase of food for the household or for labourers should simifarly be
pald at harvest, Stnctness here is essential and no extension should be
permitted except for. definite sound reasons, such as the failure of the
harvest or some similar calamity. Separate account should be kept of
any extensions and recoveries should be carefully watched. On no
account should such overdues be merged with other loans.

‘These crop loans should be supported by separate promissory notes
to facilitate discounting with a commercial bank. Transactions relating
to these loans should be separated in the lines ofithe cash-book and ledyer
from other loans given on. the same day to facilitate supervision of the
work of FECOVery.. A separate ledger is not necessary. At the time of
preparation of annual statements, figures for the issue, repayment, exten-
sion and balance overdue of all crop loans should be separately collected
and commented on in the annual report
. The distinction between ‘ B’ and ‘' C ' loans is not of sufficient impor-

 tance to justify separate treatment. They are outside what are usually
.regarded as bankmg loans in the strictly commercial sense, but inas-
much as they are necessary for the business of the cultivator and only
- to this extent, they must be provided for in any system of rural credit
ihat is mtended to oover ' the business of the countryside. Great care is
necessary in giving “these loans ; where the necessrty is clear, as in the
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-case of urgent need to replace deceased plough cattle, there should be
no delay ; but where jt is obviously possible to delay the loan, as in the
case of repayment of old debt, redemption of land, or purchase of land
the society should wait until its own capital is increasing to the amount
required to provide cover for such transactions. It is not possible to lay
down any hard and fast rule, as societies vary in quality, but after the
recent experience in this province we think it would be dangerous to
permit avoidable loans in the first few years of a society's life.

23. Itis a matter of controversy whether societies dependent on
personal sureties should grant loans at all for
four years for the redemption of mortgage or other
debt, for the purchase of land and so on, or.whether this class of business
should be left to land mortgage banks. We are all agreed that where
such banks exist or are organized in the future, it were better for
societies to confine themselves to small loans for current needs of agri-
culture. Land mortgage banks, however, have not yet secured a
foothold in Burma, and it is hardly practical politics to postpone such
loans until they have been organized throughout the land. We do,
hdwever, desire to give the most serious warning of the dangers arising
from long-term loans (i.e. loans for more than current needs) and consider
that the staff should give close personal attention to them during inspec-
tions. 'With this and the safeguards recommended below, we think that
such loans need not be altogether prohibited.

Long term Loans.

24. One important point in all loans is the amount which may be lent.
The sum granted should be strictly confined to the
actual requirements. In practice, it should not be
difficult to find out what- these are (vide Appendix III). The value of
an acre of paddy is roughly known to cultivators and they can
usually tell whether i lom required for expenses of cultivation can be
met out of the proceeds of the harvest. But the requirements for a
particular purpose is not by itself a sufficient check. No loan should be
advanced unless there is seento be a clear method of recovery. In
granting loans for purposes other than crop expenses it should be consi- -
dered beforehand whether the borrower can repay from his earnings
the instalments fixed. No loan should be advanced unless it can be re-
paid from earnings within the period prescribed.  Thus a loan for the
purchase of land should never be granted until the borrower can satisfy
the committee or general meeting that he can repay within four vears.
Where a sum is required to transfer+to the society a debt bearing a -
usurious rate of interest, the borrower should be made to show the
sincerity of his desire to get rid of debt by selling any superfluous pro- -
perty, jewels, buffalo, cart, or boat which he can dispense with. . It is
rarely advisable to redeem old debt unless the debtor makes a substantial
contribution. On the whole, it will be seen that we advocate greater
strictness than is prescribed in pamgr:f.ph 37 of t‘_he Mac}agan Repo:t-‘

Amount of Loans, |



( 26 )

In the Delta, where it is customary for considerable areas to be under
the cultivation of single individuals, frequently teflants, we found large
loans being issued, in some instances amounting to thousands of rupees.
Loans of two or three thousand rupees are too high for personal sureties
and, unless there is something in the local conditions to justify excep-
tional treatment, we recommend that these large loans should not be
granted on personal sureties alone.
25. Loans for purposcs other than current expenses are usually limited
Normal Credit Limit. by the amount which can be borrowed from the
financing bank. The general meeting should fix
for each member what it considers sufficient for his normal requirements
based upon his agriculturaf and other transactions. The committee
sbould be authorized to sanction loans up to this limit ; if more be re-
quired the sanction of a general meeting should be necessary. The sum
of these normal requirements less the total of the owned capital of the
society represents the normal requirements of the society from its financ-
ing bank. The value of the material assets of the members should not
serve to enhance this sum, though it may serve to reduceit. Whenever
a society asks for a loan in excess of this normal limit, it should be made
to justify it so that the financing body is in a position to decide whether
to grant or withhold the loan.

The maximum normal credit limit of societies should be again
scrutinized by the staff ; they should not be allowed to enhance it, but
they should dttempt to advise the financing body as to whether it is
reasonable or not in view of local conditions. Hitherto, the staff has
made no serious attempt to scrutinize these maximum normal limits in
the light of the needs of the agriculture of the locality ; it has attended to
the estimated value of the material assets, and so long as the loan asked
for did not exceed half this estimated value, it has exercised no intelligent
check. In some provinces loans for other purposes than crop expenses.
and all loan applications from C and D societies have to be submitted
“through the ofﬁce‘r corresponding to the ]uniqr Assistant‘Registmr. and
we think that in the present special circumstances, it is advisable that

" this practice should be introduced here. The financing bank will thus
_have to guide it (1) the ledger accounts of the society giving its past
history, (2) the audit reports of all past years, (3) the society's own esti-
mate of its normal needs and (4) the opinion of the member of the staff
in, closest touch with the society. The financing bank should thus be
- able to distinguish between the loan required for normal crop require-
‘ments of societies and loans for other purposes such as redemption of old
debt and will thus be in a position to restrict its lendings to the former
purposes. - Neither the law nor the rules nor the by-laws confer on the
staff any power to interfere with the discretion of the financing bank ;
they confer on the staff power to limit the borrowings of a society.
‘This 8istinction has not been made sufficiently clear in the past.
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26. The period of the loan should be strictly confined to the scale pre-
Period. scribed in the by-laws, with the possible exceptions
that loans to enable a cultivator to hold up his

crop, to pay revenue, or to trade should be limited to three months.

Repayment should be permitted at any time, and should be encour-
aged at all times. Every effort should be made to secure repayments
whenever income 'is received. Although there are other crops than
paddy grown, we found hardly any repayment representing income from
sessamum, cotton, etc. The '‘Settlement Reports mention considerable
extraneous income of agriculturists from various sources, but no trace
of this is found inthe cash-books. One reason seems to be the custom
whereby a society displays activity at one or at the most two periods of
the year and then relapses into a state of passivity. The result is repay-

ments confined to one time of the year and fresh loans being issued with
" far more consideration to the time of last repayment than to the agri-
cultural seasons. In a thoroughly live system of rural credit, transactions
between societies and their financing banks are of frequent occurrence,
all cash above a small minimum being remitted by money-order or by
hand, and all sums required for unexpected needs being similarly remitted
from the financing bank. This fluidity is important and can be encour-
aged by the concession in regard to money-order commission, which the
Royal Commission on Agriculture recommended to all Provincial Gov-
ernments, and which we recommend should be extended to Burma.

There are 620 money order offices in the province and, although a
large number of these are in the towns, we think thaf much could be
done to increase the use of the money order by judicious encouragement.
We have been frequently told that the Burman dislikes the money order
as the forms are printed in the English language and the offices are
manned by Indians who, it is said, are not always as helpful as they
might be. The fact that many of the smaller post offices do not under-
take Savings Bank business has also been given as a reason for the non-
repayment of loans in the harvest season : societies do not wish to hold
the money and have nowhere convenient to deposit it with the certainty
that it will be available when needed. This difficulty appears to be
specially felt in the Akyab District where there is no central bank. We
have been unable to form a judgment on these complaints or on the
possibilities of rectifying them, but they have impressed us sufficiently
for us to suggest further enquiry into the matter.

27. The best way to encourage frequent remittances from societies to
their financing banks is to encourage prompt
remittance of fresh loans from the latter to the
former. A village society will be the more easily”
persuaded to send its cash balance to its bank if it feel assured thata
request at the proper time for a fresh loan will be dealt with by return.
Under the system we advocate, the financing bank receives intimation
of the amount required for cultivation loans, which is not likely fo vary

The work of the Financ*'
ing Agency.



‘from year to year except by a variation in the number of members or by
‘the accumulation of owned capital. This sum the manager should be
empowercd to lend without reference to the managing committee on
recexpt of a promissory nole with necessary copies of proceedings, etc.,
from the society. 1f it be desired that these papers should come through
‘the Junior Assistant Registrar, until confidence is restored, this can be
-done with little extra delay. Within the financing bank, there should
be no avoidable delay. Once societies understand that fresh loans with-.
in their normal maximum can be obtained without delay, they will be
less disinclined to part with their cash balance.

Where loans are required for purposes other than cultivation or in
-excess of the normal, the application, except in the case of ‘' A’ class
:societies {and later perhaps of ' B’ ) should for some years to come always
be sent through the Junior Assistant Registrar who will afford the finan-
cing bank such information as he may possess in order to assist the
management to arrive at a sound decision. In the Punjab, efforts are
being. made to locate the office of the Inspector (or Junior Assistant

Registrar) in the same building as the financing ‘bank, so that the files of
‘both are readily available whenever required.

In order further to facilitate business, all inspection notes of socicties
:should be shown to the tinancing bank when required ; usually, however
-a careful classification based upon the recommendation of the Bombay
‘Conference of Registraré, affords a sound enough indication of the credit-
‘worthiness of societies. We recommend this scale for adoption ; it will
‘be difficult to introduce such a strict classification in a province where
control has been so dangerously relaxed, but a few years persistent
effort should suffice to place all societies in their proper classes.

28. The security in primary credit societies is usually personal, every
loan being secured by two sureties. In Madras the
Committee found that nearly half the loans were
secured by mortgage, and latterly there has been a demand in this province
for similar security. The evidence we have received indicates that the
" system ot personal sureties may be continued for loans for cultivation
expenses, and, if the movement is brought under proper control, we do
not anticipate any danger from the retention of thns type of security.

We agree with the Madras Committce that “ every effort should
be made to provide long-term credit through the agency of land
mortgage banks at the earliest possible date, " but until these are
-establisbed on a working basis, a matter of many years, there must Le
'spme agency other than the chetty or local money-lender for the finance
of the cultivator in transactions which are not tor cultivation. Loans
for the purchase of plough oxen, for inslance, cannot usually be repaid
at harvest ; and when a village has been destroyed by fire, financial
assistance is urgently necessary. The general rule is that village credit
‘societies should not touch mortgage security and that whcre a loan is
sucb that personal sureties are not suitable, the society should decline

Security for Loans.
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the business, Where, as in Burma, there is more difficulty than in-
some Indian provinces in securing information as to title in land, it is
all the more advisable that village societies should shun mortgage
security. We therefore recommend that the village society should confine
itself to personal sureties for all loans, and should protect itself by limit-
ing the loans to amounts and for periods for which this security is
suitable. No arithmetical maximum for loans can be fixed with any
degree of general suitability, but all societies will be well advised to impose
some limit such as twice the normal requirements for cultivation ; if, for
instance, a member’s normal requirement for cultivation expenses is
Rs. 100, then for other purposes his maximum should be not more than
Rs. 200. It should be possible to work out a closer scale based upon
the inquiries of Settlement Officers (e.g. eight times the land revenue for
an owner) but in the absence of this the above rough maximum will
suffice as an example of the kind of check we mean.

29. In all banking and more especially in co-operative banking it is the
large loan that is dangerous, and in our tours
we found in Burma what other provinces have
founcd that the chairthan and members of the committee are inclined
to take too large a share in the loanable capital. In the Punjab, the
rules have been amended to meet this by allowing any member to refer
to arbitration the question whether the chairman or members of
committee have too large loans. This rule might be adopted here and
its use encouraged by the staff when inspecting societies. If a determined
effort be made to remove this defect, a very common cause of failure
should yield to treatment.

The staff, during their inspection, should pay particular attention to
the maximum normal credits adopted for the chairman and members of
committee and should not hesitate to secure a reduction whenever they
appear to be dangerously high, It would seem that the quotation that
appeared in the original resolution of the Government of India intro-
ducing the Act cannot too often be repeated :—"" Societies will be small
and simple credit societies for small and simple folks with simple needs
and requiring small sums only.” Where a member, whether office-
bearer or not, demands larger loans than can be permitted, he must be
told that the societies are not formed for such as he. The amounts of
some loans, disclosed during our inspections, have been altogether
bevond the sums for which the societies were intended. In England
the maximum loan on personal surety is fixed by enactment at £50 or-
about Rs. 650.

30. All precautions as to amount and period of loans will avail nothing

- if renewals and extensions are granted too
Renewals and I_‘:xm\smns' freely and without just cause. No renewals
should . be allowed. The borrower and the committee must be
taught that their original decision as to instalments is a definite promise

Loans to Officers.
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and a definite order arrived at by mutual agreement and that
any departure from these terms should only be sanctioned for -
thoroughly sound reasons. Agricultural calamity, of course, will bea
common and good ground in the dry zone, but even here the cycle of
seasons should bring about an effective termination of every loan. But
agricultural calamity may not be a sufficient reason for no repayment at
all when the borrower can earn something by extraneous income. In
the delta, there should be less occasion for extensions and more
ground for strictness. It should be impressed on all members that the
instalment fixed is the minimum and not the maximum, and there should
be no hesitation in demapding a larger sum if the state of the harvest
justifies this.

In this province, for some time, the attempt to collect information as
to overdues was abandoned, with, we think, serious results, Other prov-
inces have managed to arrive at figures, which, although not exact in
themselves, afford a useful basis of comparison from year to year. We
recommend that effort be made to collect such information both
overdue and extensions for the proper column in the annual statements.

Elsewhere we recommend that strict action should be taken against
defaulters, and that resort be freely made to the arbitration procedure
where members fail to repay instalments when demanded. The com-
mittees should be taught to regard all such overdue loans as doubtful
debts. All payments on account of these should be carried to principal
and not to interest, and no credit should be taken for interest due on
these loans until the principal has been repaid.

This procedure, if carefully observed, will tend to show societies as
earning less profits or even as working at a loss ; and this result should
be welcomed as throwing light on defective societies.

It should be the duty of the auditor to check this practice and to
pillory all cases of contravention, and to press for correction of the
accounts before he leaves the village. The inspecting staff should in-
variably include this important point in their visits and should be Yparti-
cularly careful to see that the committees are carrying out this
injunction. It should be clearly pointed out that the societies lose
nothing and stand to gain credit for honest accountancy. The fact_that
a'society holds a decree or an award must not be allowed to serve as a
reason for removing the debt from the category of “bad or doubtful.”

The staff should make a point of inquiring into all cases of non-pay-
ment of instalments, extensions and overdues. As societies-are of small
size, there should be no difficulty in arriving at a definite opinion as to
whether the reasons are good. Bad repayments are more usually due
to bad members than to bad harvests, and the priority of these two
causes can easily be determined by comparing a series of societies in the
same neighbourhood.” It must be remembered that a society is not a
philanthropic institution, and cannot afford to continue to support a
member whose misfortune has brought insolvency. Such cases” must



occur and must be dealt with on a strictly business basis. It is the duty@
of the staff to advise on the action to be taken and to encourage the
committee along the right lines.

31. Though provided for in the by-laws expulsion has been rarely
resorted to in this province with the result that
there have been retained within societies many
whose inclusion has proved a source of weakness.

The selection of members for their honesty and industry is a cardinal
point in all co-operative credit institutions, and as it is not always
possible to predict how anyone will behave when faced with difficulty,
it frequently happens that persons become members who are unfitted by
character to share in the responsibilities and benefits. These must be
steadily expelled as their unfitness becomes evident. Whenever it
becomes necessary to proceed against a member for default, he should
normally be expelled unless he at once makes full repayment and
the by-laws should be amended to this effect. An expelled member
may be re-admitted when the society is satisfied that he will observe
the rules and by-laws strictly in future ; but it is better to expel all who
cannot be trusted to observe faithfully promises to repay or to deal
fairly with their fellows. It will be found a good rule of practice to
regard as due for expulsion anyone who has failed to make any substantial
repayment of principal for two years. Awards should be obtained
against them and -executed. There should be no hesitation over this
weeding out of unsuitable members. If in any area such strictness
kills the society, then it must be accepted that co-operative credit is not
suitable to the locality.

32. As regards the utilization of owned capital, we agree with the
Maclagan Committee who state in paragraph 83
of their report :(—

*‘The object would be to free the primary societies as far as possible
for recourse to their central banks and this can only be done by
enabling them to build up their own capital sufficient for their needs.

This can best be achieved by allowing primary societies to use their
accumulated net profits or surplus assets in loans to members, on which
they get high rates of interest compared with the rates received on
government paper, ”’ and in paragraph 8% :—

“The object of a society should be to accumulate reserve fund (in
the form of surplus assets) until it obtains a capital of its own sufficient
to meet all its needs, and thus becomes independent of outside
assistance. "

We note that the withdrawal of owned capital from the primary
societies in the Central Provinces, a notoriously insecure tract has not
saved them from collapse but in the chairman’s view served to deprive
members of interest in their society. Similarly in Madras the invest-
ment of reserve funds of primaries in central banks has not saved the

Expulsion of Members.

Owned Capital.
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movement there from a decline into the serious position described in
the committee’s report. In the Punjab, where the view of the Macla-
gan committee has been adopted, a large number of societies are now
independent of outside financial aid, and central banks hold over 48 lakhs
* deposits of surplus fund from primaries. There are in the Punjab
tracts definitely classed as insecure, where serious famine has occurred
in recent history, but under the system of controlled credit in practice
‘no insuperable difficulty has been experienced in establishing a sound
credit movement. We therefore adhere to the recommendation of the

Maclagan Committee.

33. One of the most remarkable features of co-operation in Burma is-
‘the large expenditure of societies on manage.
ment and on the various supervising bodies.
The important principle of gratuitous service has been lost sight of in
the field just as it was omitted from the Ten Main Principles. The cost
per member has been about five rupees a year as compared with
thirteen annas in the Punjab. In the last annual report, instances are
given of expenditure rising to as much as 15 to 20 rupees per member ;
such a burden is obviously too high for the small cultivators for whom
the societies are intended. The canses have been {a) the over elubora-
tion of the superstructure—unions, supervising board, district association,
and council, all dependent upon the primary society for funds; (b)
the submerging of the society beneath this burden so that it has almost
been forgotten.*

To a considerable extent, our recommendations, if accepted, will
afford relief, and with a simplification of accounts it should be possible
to secure an increasing number of member secretaries who will work
gratuitously or for a small honorarium. The adoption of the money-
order system with the refund of twelve annas (recommended in paragraph
26) should save the expensive journeys to headquarters, which in some
cases have been almost ridiculous in their extravagance ; this concession,
if granted, will also save the societies much loss in interest. With strict
cbntrol the expenditure should be brought within reasonable limits,
even although it may be that the local conditions will not permit of a
reduction to the figures found in other provinces. The cost of audit
cannot be reduced but need not be heavy.

34. In our chapter of the history of the movement, we have pointed

- out that the movement was in serious need of
Liquidation. . . . . .

. strong action in 1920, and of drastic action in
1924. Unfortunately, nothing adequate to the needs of the case was done,.
an attempt by the Registrar to get the Act amended so as to give him
greater powers was defeated in Select Committee ; and societies continued,

Expenses.

* The Chalrman is of opumon that the over-elaboration of accounts must also be
held in part responsible as this must have deterred members from undertaking the:
duties of secretary.



* adjusting ” their Joans and repayments while the members were increa-
'sing their indebtedness through compounded interest. The result of
the delay is a serious shortfall in societies, and heavy losses to their
financing banks. In the first fourteen years of the movement, it is stated
that 225 societies were wound up for bad working and that no loss
resulted to any depositor. In most Indian provinces liquidations are of
annual occurrence, but it is seldom if ever found necessary to make a
call upon the unlimited liability of members, while on the other hand
there are usunally sums in hand, representing the reserve fund, which are
devoted to public purposes within the areas of the societies. In Burma,
the proof of undue leniency requires no substantiation. There seems to
be a mistaken idea that strictness within the society or by the statf in
supervision, will render the movement unpopular. The exact opposite
should be the case. Strictness affects only the bad members who are
got rid of, and the bad societies which are a source of weakness. It
“strengthens the position of good members and good societies. The
facts that the societies were to a large extent utilizing in their operations
other people's money, and that this involved great attention to strict
business principles seem to have been lost sight of. Had there been a
rule empowering a union to demand liquidation of a society of which it
had reason to be dissatisfied and had this power been freely used, it
may be that the whole union system might have proved successful.
The former Registrars examined agreed with the dictum that it was the
duty of a Registrar to liquidate a society which was unable to pay its
debts. Under the Indian Companies Act, if a creditor to whom a
company owes a sum exceeding Rs. 500, serves a demand which the
company neglects to pay for three weeks, the company shall be deemed
to be unable to pay its debts and may be wound up by the Court. Our
inquiry has shown societies surviving for years after the issue of such
demands. The only weapon a creditor has under the Act against a
society is to ask for an inspection under section 43 of the Burma Act
(repeating section 37 of the Indian Act) and as a result of this inspegtion
the Registrar may order the society to be wound up, Unfortunately,
however, as we relate elsewhere, we have found that no proper action
was taken under the mandatory provisions of these sections. It is
imperative on the Registrar to inspect \\;hen called upon to do so, and it
should be imperative on him to wind up a society which has definitely
shown its inability to pay its debts. Where there is a difference of
opinion between the Registrar and a creditor as to a society's ability to
repay, the opinion of the creditor should prevail so far as the sum due to
him is concerned. It is always open to the Registrar to re-organize a
society which has been partially liquidated, and section 48 of the Burma
Act makes specific provision for this. -

As the whole credit of the movement may suffer from ‘thp,d_efault'of
a few societies, no hesitation need be felt in ordering liquidation. The

3
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reports -frequgntly mention the difficulties involved, but these difficulties
are increased and not decreased by delay. Tentative suggestions
regarding liquidation in the future are put forward in Chapter IX.

The annual reports speak of the failure of non-official liquidators ;
the complaint is g :neral throughout India, and is best met by selecting
retired Government servants, such as police officers, township oflicers,
and others acquainted with court procedure, and paying them on an
ascending scale by results. For instance, while nothing nced be paid
for re-adjusting book entries, the scale might be ten per cent. for the
first third of the outstandings recovered, fifteen per cent. on the second
third, and twenty per cent. of the remainder., Where the work is
-exceptionally difficult, the scale might be raised to 10, 20 and 30 per
<cent.

ForM OF LEDGER FOR PRIMARY CREDIT SoCIETY.
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CHAPTER 1V.

NON-AGRICULTURAL CREDIT SOCIETIES.

35. The Maclagan Committee advocated the extension of co-operation -

among the non-agricultural classes provided:
- always that it was carefully supervised and
controlled. They realised that urban banks are nat always really co-
operative and that their value consists chiefly in the training ground they
afford to their members for undertaking ordinary joint stock banking
and for understanding ordinary banking pririciples. In this province the
urban banks form much the most important class of non-agricultural credit
society, and their working reflects very closely the ideas held by the
Committee. Liability of members is limited, and, as all shares are fully
paid, there is no reserve liability. Mautual interest amongst members
is lacking, and, if success is to be attained, considerable efficiency
and skill is required in the management. In most banks visited by us, the
standard of management is too low. .

As there is less mutual knowledge of each other’s affairs than is found
in village societies, the need for teaching both before and after regis-
tration is urgent. The meaning of credit, the dangers attendant upon its
use by anyone not fully acquainted with these dangers and with the
safeguards to be adopted if such dangers are to be avoided, should be
carefully instilled. The meaning of ‘business’ and the advantages of
strict adherence to business principles must be understood by all before
admissian to membership. In so far as the minimum requirements of
strict business principles are contained in the by-laws, unconditional
compliance with these should be rigidly insisted on.

General Requirements.

36. The membership is mixed but, although the number of cultivators
is large, the majority are traders. We found
the register of members was not always kept
up to date, and the status of the members, their main source of income,
etc. is not clearly stated. A number of members shown as labourers
“were found to be petty traders.

The fear held by the Maclagan Committee that many might join
solely for the dividend, seems to find support in one urban bank which
had no less than 120 members who neither borrowed nor deposited nor
saved in their society. Their whole interest in the society must be
limited to the amount of dividend, which can hardly be healthy.

37. Shares are usually of fifty rupees fully paid up on admission ; but
in some cases tem rupees may be paid on
admission and the remaining forty in four
quarterly instalments ; the latter is more suitable for the poorer members -

Membership.

Share Capital.
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-and might be more genérally adoptéd. Also payment by small monthly
sums might be tried. These urbdn banks are intended for small peoplé
fo whom more than a rupée of two a month might prove too onerous.
Usially there is no limit to the number of shares, so that an unsold
share has no value ; yet we found societies permitting a set-off of the
share value against loans due. Section 32 of the Burma Act clearly con-
templates that the society shall dispose of the share, and sct-off the sale
proceeds thus obtained against the loan, so that its paid up capital is not
freduced ; and section 23, dealing with expelled members, similarly does
not provic‘e for a return of the value until the value has been received
from some one else. To permit of a reduction of the paid-up capital is
o diminish the cover for depositers, and is contrary to the ordinary law
of banking companies. The provisions of the Act should be carefully
observed.

38. The total borrowings of an urban bank are limited by the by-laws
to three times the owned capital, and we
recommend that this be retained. The banks
appear to receive considerable sums in fixed deposits, but do not show
sufficient care in avoiding large sums falling due at one time. Depositors
of large sums should be asked to split these up into smaller amounts
falling due on different dates, synchronising, as far as possible, with the
dates on which re-payments of loans are expected.

The same rate of intetest is given to non-members as to members
and is high, usually ten to eleven per cent. In one urban bank, which
was an exception, members were paid twelve per cent. and non-members
nine. The 'non-members’ were largely institutions such as pagoda funds,
monastery funds, schools and a recreation club, although a few individuals
deposit in some banks. Payment of interest at such high rates bas
only been rendered possible by the omission of these banks to make -
proper fluid resource arrangements. Under our recommendations these
high rates will not permit of a sufficient margin of profit.

Fixed Deposits.

39. Savings deposits are general, and a special collector is usually
retained to go round to the houses or shops of the
_people. As much as five per cent. is paid on these
small accounts; which seems to us too high. Interest shouid be paid on
the minimum monthly balance and not on the daily balance. It is not
necessary to vary the rate with the number of days in the month, an even
monthly rdte is sufficiently close and simplifies the accounts.

Savings Deposits.

40. Current accounts are allgwed even to non-members. This seems
to us to expose the bank to danger, and we recom-
mend that the privilege be limited to members and
then only in societies with efficient management. If the danger of loss i$
‘to be avoided, technical knowledge of the law and practice felating td

Current Accounts.
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cheques and current accounts is necessary, and we suggest that a small
text-book . dealing with these subjects might usefully be.providcd.
Interest, as recommended in the case of savings accounts, should be
calculated only on the minimum monthly balance and should be low.
Weregard the five per cent. given in Prome as far too high.

41. Some banks arranged for fluid resource with the Provincial Bank
until this facility was recently cancelled. The
standard of 75 per cent. of the balance held on
current account, and 50 per cent. of the savings bank balances is suitable,
but one-third of fixed deposits falling due in the next twelve months should
be added. " This standard is not always maintained, and may be enforced
by withdrawing permission to accept deposits from non-members. In
lieu of the arrangement with the Provincial Bank, all urban banks should
be advised to purchase Government securities or postal cash certificates,
The former can be lodged with the nearest branch of the Imperial Bank
or other approved joint stock bank, as cover for a cash credit. “This will
avoid the loss of interest arising from idle cash balances, and will not
make the resources less fluid.

Flaid Resource.

42, Although the by-laws provide that the maximum normal credit of
each member shall be fixed in general meeting
we found that the maximum was usually five times
the share capital paid by the member ; in one case there was an outside
maximum of Rs. 1,500. The average loan runs to about 400 to 600G
rupees; in some banks personal surcties are taken for loans up to Rs, 500
and mortgage security for loans above that. This seems suitable. In
some banks very large loans are allowed, running as high as ten and
twelve thousand rupees. It appears necessary again to state as clearly
" as possible that these urban banks under the Co-operative Societies Act
are intended for small people, petty traders andso on. Those who
require large loans should. be- referred to joint stock banks under the
Indian Companies Act. It is, perhaps, unnecessary to say that these large
loans are generally sticky, and that the management usually excuses itself
by referring to the excellence of the security. Committee members are
frequently in debt for large sums and are bad repayers. Even a bailiff
president was found to be -heavily overdue, a fact which suggests its
own line: of thought.

Loans.

The model by-laws contam a provision tbat * the committee of
management shall be ]omtly and severally liable to the society for loans
which cannot be recovered owing to misapplication where it has failed
to take action at the time of such misapplication to demand and enforce
repayment or owing to failure to proceed against sureties in respect of
overdue loans.” But we found only one instance of this excellent
provision being itself enforced.
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43. The usual period for loans is eight or nine months and an
extension for four months is allowed. There seems to
be no attempt to fix the period to suit the purpose; it
seems to be the same for loans for all objects. Where loans are given
to enable petty traders to stock their shops, repayments from sale
of such stock should be rigidly insisted upon, and the whole
loans should be cleared within three months. This would not
prevent fresh loans being given for fresh stock during the currency of
the previous loan, provided that the daily receipts were passed through
the bank. There is no hardship in this, and great benefit to both
bank and client. Traders frequently carry larger stocks than normal
for a month or so after the crops have been harvested. This is the
time when central banks should have surplus funds due to repayments
.by cultivators and we think that urban banks may borrow from central
banks on the security of their members’ promissory notes for periods
limited to the non-cultivation season.

While adapting the period to the purpose, we think the committees
would be well advised to limit the maximum to six months, and to
grant extensions only when it is proved to their satisfaction that the full
object of the loan has not been attained. We found that a large pro-
portion of the loans were becoming permanent, and that the committees
were quite complacent on the subject. It was pointed out that an
extension or renewal under the by-laws required a general meeting, so
silence was at least the simpler course. In one bank the staff said that
the only difference between an extended loan and one overdue was that
extension had been asked for in the former case and not in the latter.
It is also common for new loans to be granted on the same day as old
ones are repaid. 1In one bank, where mortgages were taken in security,
these were released annually and fresh deeds executed. The chance
that a third party might secure a prior mortgage and so affect the bank
adversely was overlooked. One reason for the annual clearance of
Joans by book-adjustment was that the bank wished to retain its
classification as 'A’. We recommend that renewals of loans should
be strictly forbidden as they tend to encourage book adjustment.

Cash credits are liable to be abused and to become permanent
advances. In practice they are usually only granted to well-to-do men
on good security, so that they form a good investment for the banks.
They should only be granted when there are surplus funds and after
the needs of all the smaller members have been met. They should be
recalled whenever funds are needed. In the case of salary earnersin
urban banks, the maximum. loan is six months’ salary ; this in our
opinion is too large, and we suggest a maximum of three months’ salary.

44. Overdues are very heavy in all banks ; too many loans have been

given to liquidate old debts (e.g. Kyaukse) ; the
members of the committee are frequently defaulters.
Repayments should be insisted on when their purpose has been fulfilled.

Period for Loans,

Overdues.
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Banké which alloW 16afis t6 remain unpaid without any effort td recover
#té serving no useful purpose ; they seldom have funds available to meet
trgent feqhiteinents and might as well be wound tp. The committee
have it in their power to reply that the resort to arbitration against
defaulters has not been encouraged and that civil litigation is lengthy,
éxpensive and not always froitful. We found that a large number of
civil suits had been instituted by these banks. Decrees had been
obtained, and the banks were hoping to recover when the harvest of
ttade or something improved. The outstandings for costs alone ran
into thousarids of rupees. The decrees carried interest at six per cent.
while the banks pay nine or ten on their deposits, so a decree without

some certainty of rapid recovery is not much better as an asset than a
bad debt.

45. The reserves have in general been used in the business. We have
recommended that fluid resource in the form of
government securities or postal cash certificates
shotild be provided and this should in whole or in part be supplied by
ifivestment of sufficient of the Reserve Funds in this form.

Reserves.

46. Dividends vary from nothing to twelve or thirteen per cent. By
Dividends. rule they are limited to twenty per cent. There
‘ seems to be nothing to pfevent bad societies from
déélating dividénds and we récommend that where the auditor reports
badly 6n a bank, that bank should be prohibited from distributing a
dividend. We think that much bad business is due to the desire to
have as much as possible invested at interest so as to increase dividends.
111 order to prevent banks from attempting to claim tcredit for profits
ot éarned; we recommend that in thé case of overdue loans the first
cdsh recéipts should be applied to reduction of principal, and not to
interést. In bad banks the same rule might be applied to loans
extended, if the extensions are given without proper caré and good-
réason. - We specially recommend that so long as these urban banks
accept deposits from’ non-members the maximum rate of dividend
should be lower than the twenty per cent. now permitted by rule and
would prefer to see ten per cent.
Expensés of management are almost everywhére high, and call for
the attefition of the staff.

47. 1t is always difficult to maintain the interest of members in urban
societies of limited liability, and the poor attend-
ancé af general meetings exemplifies this. At
Hénzadd there hdd beeh no guorum at the last two annual general
nietings; in other banks the atteridance was from oné-fourth to one-third
of thetotal. Little interést seems fo be taken in the proceedings which
tha die apt 0 felapsé imto 4 formal ré-elettion of ofiice bearers. 1t

General Meetings.
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-shiould riot bé beyond thé éapatity 6f the siaff to instil somé life into’
these gatherings ; our proposal to prohibit dividends in thé caseé of
societies badly reported on might do some good, and a breezy discussion
.of defects might aid towards the same result.

48.' The audit requires much imp'r:ovement and should be more strin-
gent. A special place in the report should be given
to the auditor’s opinions on securities for loans,
-extensions, overdues and book adjustments. In the past these important
ﬁilrticdlars have been neglected. The control of audit is dealt with
in Chapter V.

In particular the auditor should count the cash balance and see that
it is kept under the control of the bank in a safe with two keys at least.
The practice of keeping the cash with the chairman should cease.

The accounts should be as simple as possible, compatible with
clearness. Special record should be kept of loans extended or overdue,
.and these should be separately entered in the balance sheet.

Audit.

49. From the above it will be seen that we found these urban banks
in a very unsatisfactory condition ; the management
tended to be slack in insisting upon recoveries
and dld not appreciate to the full the extreme importance of keepmg
the assets fluid with the result that it was difficult for usto form an
opinion as to whether some of the banks were solvent or not. Unless
adequate measures are taken early to place matters on a more business
like footing, we fear that some of these banks will certainly become
insolvent. The cases of all defaulters should be reviewed and suitable
-action taken to recover the sums due ; in future loans should be granted
on a more strict basis, and care should be taken that failure to comply
with the terms of the loan should meet with instant steps to recover.
Unless the staff succeed in effecting a marked improvement, most of
the banks will slide into a state of insolvency, and no hesitation should
be felt in ordering the winding up of any which refuse to put their house
in order.

Supervision

It has been suggested that the supervision of these urban banks
should be divided, so that while the larger should remain as at
present under a separate Assistant Registrar, the smaller ones should
be placed under the ordinary staff for rural societies. Where the
work done is of a simple nature, such as the financing of petty
bazaar traders, this division would appear to be free from serious
-objection and would have the advantage of limiting the large area
to be covered by the special staff for urban societies. Where,
however, the financial  transactions are markedly different from
those of village banks, where, for instance, current accounts are
permitted, or the loans are large or the accounts are complicated, the
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Jurban banks should be supervised as at present by a special staff, which.
Should concentrate on their special problems and overhaul their working
at least twice a year,
50. We had no time to make a careful examination of Salary Earners”
societies ; we found that their purpose, whether
Salary Earners’ . . .
Societies. credit or thnft, was not clearly understood. As
thrift societies they are not so successful as we could
wish. Some societies of Indians are better.in this respect. Facilities
for loans appear to be too generously provided ; .the maximum might
. well be limited to 2 sum equal to three months' salary. We did not
see any police or other special societies of salary earners.



CHAPTER V.

SECONDARY ORGANIZATIONS FOR GUARANTEE, AUDIT AND CONTROL.

51. The history of the rise and fall of the guarantee unions can be
gathered from the annual reports. From these it
appears.that in 1908-09, when the policy was still
to restrict the registration of new societies, it
became difficult to select amongst the applicants. Three of these then
-signed a mutual security bond guaranteeing each other's liabilities up to
a specified sum. The ideca approved attractive, and the terms of the
bond. after being revised by the Secretary to the Legislative Council,
were approved. Other societics volunteered later to join in this agree-
ment, and from this loose association of societies guarantceing each
other’s borrowings there developed the modern union as a guaranteeing,
controlling, inspecting and propagandist body. Ip, the resolution on
the report for the year ending June 1912 the Lieutenant-Governor
entirely concurred in the Registrar’s view that these unions should form
the ordinary medium for enquires regarding their affiliated societies and'
that they should be allowed cash credits as.a means of enabling
t})e Registrar to exercise adequate contiol over a larger number of
societies than would otherwise be possible. It was from the first
hoped that societies which joined unions would the more ¢asily obtain
public confidence, and that every society would be subject to the scrutiny
of others which would be the first to draw attention to any deterioration
in the solvency or character of members. These unions assessed the
credit and requiremc;nts of affiliated societies, recommended new societies
for registration, were intended to improve the security for borrowing
from non-members and were expected to explain the principles and
method of co-operation. Funds were raised by a rate upon affiliated
societies of from four’ to eight annas per hundred rupees of working capital.
In the early years 1911 to 1916 great hopes were placed upon these
bodies. It was expected that they would show less weakness and soft-
heartedness and more business in the dealings of village with village than:
in those of man with man in the same village, and that their management
would Be Inbrc businesslike than that of any individual society, while they
seemed to solve the difficulty of providing effective and adequate control..
For some years they were repotted to be giving material assistance in
supervxslo:\, propaganda and management and in spreading knowledge
of co-operative prmcnples they began to employ inspectors who were
usually selected secretaries of societies, and these went about assisting
societies in keeping accounts. In 1916, they were described as the

Guarantee Unions.
History.
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main-spring of the movement, but in this and following years they began
to invoke criticism : inspections by committee were disappointing, the
chairmen and leaders in some cases were found to be slack, careless and
slow to realize their responsibilities, and the * Burmese national failing
of undue delicacy and lack of moral courage in dealing with the faults
am’.i1 misdemeanours of their neighbours” led to defects ; they preferred
* to put, up with maladministration or malpractices in the hope that one’
. of the Government staff would one day come and put thingsright” On
fhe whole, however, the unions seemed to have given general satisfaction
down to 1921 and were awarded praise even down to 1926. *

52. The defects inherent in the system gradually forced themselves on

the attention, As years pass their work of teaching

becomes neglected : the systematic inspection of
-societies is frequently omitted ; and it is mentioned in 1922 thut the
Joint Registrat “has often found that union organization has fed to
relaxation of individual effort on the part of affiliated societies, and
that the union chairmen and secretaries often shoulder the burdens
which should be borne by societies themselves.”

As guarantors of borrowings they have proved a complete fiilure ;
there was no sanction behind the guarantee and the unions were impo-
tent to implement it ; before the Royal Commission, U Sem, Md4nager of
the Provincial Bank, the principal creditor, said he thought it would be
better to abolish the system.

The union guarantee provided that each society in a union
guaranteed borrowings of other sbcieties up to an amount equal to its
own rk@xi‘mufn borrowings from non-members in the preceding year or

“to ha¥ its working capital, whicheve? be the greater. We hate found
that in practice the maximum borrowing limit of societies -tends to
become equal to half the assets of members; so that their total liability

" was equal to half the assets on their own borrowings and a further half
for the union guarantee. As on a forced sale in liquidation proceedings,
the assets realized far short of their estimated wvalue, the guarantee
bas proyed illusory, there being often not enough proceeds to mect the
liabilities of the society itself.

The moral effect of the guarantee when put to the test failed largely
owing to the fact that co-operative societies are bodies corporate, 8o
that the Liability of members ¢annot be enforced against them indivi-
dually except onliquidation. A call from the union to sheulder a share
of the debt owing by a defaulting society to its creditor batk’ could not
bl passed on to individual members which had undertaken the guarantee,

_and so it was only the society which could be proceeded against. The
wsual practice seems to have been t¢ show the share of the debt of the
-defaulter as a deposit by the defaulting society and to make a ‘paper
adjustment im favour of the creditor bank in the loan account. As, in

. any case, the debt was doubtful if not bad, it would have béen better to

Defects.
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deduct the amount from the reserve and show an equal. sum as due to
the creditor bank to be adjusted within a definite period. It the
guarantee survives this report, this point should receive attention.

From our inquiries it would appear that the union must be regarded
as responsible for much of the preseat condition of the movement. It
was never a union of societies : each society sent only two members to
the general meetings, and if others went to listen they were not allowed
to address the meeting. The general body of co-operators had no part
in union proceedings ; they were not summoned as a body to discuss
matters of moment or to receive instruction. The delegates from socie-
ties elected chairmen anc vice-chairmen who formed the committees
of unions. These chairmen became ex-officio members of supervising
committees of the Provincial or Central Banks, and were usually also the
delegates to the district association. The general body of co-operators
thus became divorced from important activities of the movement. They
were further removed from opportunity of instruction by the importance
which became attached to the unions, The official staff inspected
unions and attended union meetings, but undoubtedly neglected the
individual societies. '

The union’s chief function was to serve as a link between the Pro-
vincial Bank and the society ; " the guarantee was devised to enable
tural societies to offer satisfactory security to the Provincial Bank "' and
to enable it to get over the * difficulty in assessing the credit of societies.”
Apparently the Provincial and Central Banks were not expected to make
any independent assessment of credit and were told that they were
" justified in relying upon the assessments made by unions because
unions guarantee the liabilities of their societies.” Unfortunately, the
union had no powers to protect itself or its constituent societies against
defaulters, . Bye-law 13 of the union runs :© ** If- an affiliated society be
found guilty by the union of careless or bad. working, the union gene-
ral meeting may direct that within one month it shall repay all or part
of its borrawings from non-members and the. affiliated society shall
thereupon be bound to obey such direction. If its working be not
improved, or if it be guilty of disloyalty to the union, it shall be liable
to expulsion from the union by resolution of general meeting.”  All this
thunder amounts to is that if a society were not repaying its borrowings
the union would not guarantee any more ; it had no powers to insist
upon recovery and was helpless in the face of an obstinate societv. It
has failed to secure good repayments and has. proved almost useless in
the work of liquidation. The guarantee may have been a useful means
of procuring a loan from the Provincial Bank, but as a means of recovery
it proved worthless.

Even in its main function of assessing the credit of affiliated societies,
the union must be pronounced a failure ; almost everywhere we found a
mechanical ** assessment ”’ based upon the figures supplied by the socie-
ties. In later years at least, there seems to have becen little attempt tor
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examine a society's estimate of * maximum amount of outside liabilities **
in the light of the normal requirements of the business of the members.
We were told that each society delegate feared to be gcritical of another’s
estimates lest a similar fate might befall his own figures. It is doubtfuy
if the union’s assessment possessed any greater value than the original
estimate sent up by the society.

Perhaps, the greatest evil inflicted by the union system arose from
the growth of its own importance in the eyes of everyone. It was an
inefficient body at best, and quite incapable of performing the duties
thrust uponit; but its very existence served to push the primary society
into a position of insignificance in the background where it remained
unseen, untaught and neglected. Its secretary and supervisors, in the
words of an annual report, went about ‘' teaching societies how to fake
their accounts ”; their duty was supposed to be to train the secretaries to
manage their accounts, but it was neglected: * that there seems to be no
attempt to train society secretaries is not surprising, for self-interest
would discourage such a policy.”

53. In some cases, unions combined to form supervisory bodies which

engaged paid supervisors to visit societies. These
-were untrained, uneducated in co-operativebanking
Or co-operative principles, ana unfit to be let loose amongst any body of
to-operators. On the other hand, they were costly. They have since
been abolished and the general trend of the evidence before us was in
favour of this step. If any doubt the accuracy of this condemnation of
an institution originating trom Burma, the general state of socicties
provides the proof.

Supervising functions.

54. We have no hesitation in recommending that the union guarantee
should be abolished as soon as this is practicable.
The work of supervising primary socielies must
under present circumstances to a large extent be carried out by the
staff, whose chief object must always be to train them to stand alone
without such control. 1t is not necessary or desirable to cancel unions
where they are found to be performing useful functions as educative or
supervising bodies; but there should be no necessity for an expensive staff
of secretaries and supervisors, for elaborate books, and forms or for an
office. It is probable that the future of the union lies in its becoming a
real union of societies, holding periodical gatherings of members at which
topics of mutual interest can be discussed.  Difficulties arising in accounts
etc., should be raised at these meetings, and, where necessary, arrange- -
ments made for a visit to the societies by such members as are qualified
to advise. When any experts of the Agricultural, Veterinary and allied
departments are touring the district they should, whenever possible, give
the unions an opportunity of holding 2 meeting at which the advice of
such experts can be sought. - We also think that union gathering afford
the best opportunity for spreading education in co-operative principles by

Fﬁture‘ of the Union.



( 47 )

the officers of the department. Their failure as guaranteeing bodies
does not necessarily imply that i reconstructed as we suggest they will
fail as supervising and educative bodies : in fact we consider they have
already done useful work in these directions and in course of time they
should prove of great assitance to the department.

Extreme reliance upon the union and their chairmen has not only
led to the neglect of the members of primary societies, it has weakened
the position of the Provincial and Central Banks in their relations with
‘their borrrowers. The chairmen were ex-officio members of the
committees and so societies had no representatives elected by themselves
specially for this work; the result was an unweildy body of supervision,
too large tor real work and containing too many whose views did not
-extend beyond the narrower interests of their own societies. Had the
members of the committee of supervision been limitéd to a small’ number
and if these had been elected specially for their fitness for the work
‘to be done it may be that the resultant body would have had the courage
-to take a longer view of a society’s responsibilities towards its creditor
bank and might have proved a source of strength in support of the
managing committee when dealing with defaulting societies. The fact
‘that the representatives of society share-holders were already appointed
ex-officio deprived society delegates of their chief interest in the general
meetings, and also served to weaken the importance of these meetings
as opportunities for discussing matters of current interest.

- We think that it would have a greater educative effect if the
‘representatives of societies on secondary bodies were elected in general
meeting, in place of being appointed ex-officio.

S5. District Agricultural and Co-operative Associations were formed
District  Agricultural .during the year 1915-1§ to assist co-operative
and  Cooperative administration and agricultural and industrial
Associations. development and to tender advice to the Deputy
‘Commissioner on matters concerning education, posts, sanitation, com-
.munications, etc. -

The membership consists of the local central bank, unions, industrial
societies, Co-operative and Agricultural Department officers in the
district and a few outside well-wishers. There is a standing committee
to carry out the objects continuously to conduct correspondence, and to
arrange for district conferences. There was to be a general meeting
twice a year.

The number gradually increased in succeeding years, but itis clear
that they never were regarded with favour by the co-operative societies
of the district. Indeed, the societies could not take much interest as they
were only allowed to be represented by one delegate per union, so that
the co-operators as a body remained excluded. Much of the work done
was hardly co-operative such as the distribution of tablets for curing eye
diseases, a scheme for midwifery discussion of district sanitation.
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. Resolutions were passed, but the association lacked power and influ..
ence to implément them. Some appointed supervisors but experienced
difficulty in controllmg them ; others took over the auditors from the
councxl bpt found difficulty in paying them, and it is even stated that thc
provident fund of auditors was drawn upon to meet current expenses. In
one reporf occurs the remark : * The supervisors maintained by some
of these bodies are often a public danger ; they go round the socicties
teaching the secretaries how to fake their accounts.”

The one point in favour of these associations is that they held
district conferences and so provided “excellent opportunity for district
officials and the leaders of the co-operative movement throughout the
district to become known to each Other ; such ‘touch ' being of great
service to the societies. ’ These conferences, however, have not been
_held regylarly for some years past.

These associations have proved costly ; they have spent about a lakh
a year, obtained from societies by a rate on working capital ; it is doubt-
ful if they have ever rendered any service equivalent to this expenditure.
They have excited little interest amongst even their own members. The
geaeral meetings have not infrequently had to be postponed for lack of a
guorum. Latterly represcatatives of the Agricultural Department have
not been present. Those we visited were unable to point to any definite
achievement. An expensive staff is maintained, but it does little more
than exercise a paper check over audit, etc. It can exercise no check
over the work done by supervisors.

+ One of the worst features about these associations is that their liabi-
lity is unlimited ; the danger is usually minimized by the moderate scale
of activities undertaken, but none the less it is altogether wrong that a
central bank, for instance, should be a member of an association of
unlimited liability. Within the credit movement, the system is thoroughly
unsound. The societies have unlimited liability within and an annually
limited liability without to their union ; the union has unlimited liability
towards the district association, and the association has unlimited liability
towards the council. The unsuitability of this system has not yef been
prought home by unfortunate incidents in any of the connected bodies
but we anticipate that calls will have to be made now for arrears of pay,
etc. Such exceptions to the general law are quite unnecessary and are
xeplete with potential danger. The general rule is that a society shall have
its liability limited if any of its members is a society ; this provision of the
Indian Act has been preserved in the Burma Act and should be
adhered taq.

Of the functions of the associations, the control of audit should be
transferred back to the council as reorganized. Dispersal of control is
expensive and inefficient and brings no counterbalancing advantag,es The
supervisors are being abolished. Under our scheme, their dutnes will be
performed by the auditors in backward societies, under the supervision-
of the Junior Assistant Registrars.
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'56. The district conferences seem to have died a natural death.  The
other functions of the association may well be
taken over by smaller bodies with a township as
anarea, on the lines of the Taluka Development Associations in Bombay,

These township development associations would have as members
the societies themselves ; their general meetings would be held at conve-
nient centres and would be meetings of the general body of co-operators
within the township ; it is not necessary to pass resolutions, and noattempt
should be made to pass resolutions which the association itself is power-
less to carry out, they should therefore be confined to the activities of the
associations. Every endeavour should be made to utilize these general
meetings for the propaganda of the advice of the Departments of Agricul-
ture, Public Health, Veterinary, Education and so on. Probably a series
of short lectures, of about fifteen minutes each, would prove attractive,
éspecially if followed by a discussion on the suitability of the advice to
the village conditions.

In this manner, it should be possible to make these meetings really
useful for propanganda purposes of the various departments dealing with
village life. With membership limited to a township, the meeting
should not be unwieldy in size ; the economic conditions would not be
too dissimilar and personal acquaintanceship amongst members would
be prevalent, impossible to a body from the wider area of a district.

The Government of Bombay affords financial assistance to the
Taluka Development Association$ and the Royal Commission supported
this as " Government have a special interest in promoting organizations
on a co-operative basis to facilitate the activities of the agricultural,
veterinary, educational and public health departments.” We recommend
that a grant be placed at the disposal of the Registrar to assist these

township associations, when formed, to hold general meetings and to
provjde facilities for the propaganda work of the various departments.
In the Punjab, there are not formal associations, but tehsil (township)
conférences are regularly held every year, at which the local experts of
the various departments give short lectures sometimes with the aid of
magic lanterns, a scrub bull is duly dealt with by the Burdizzo instru-
ment, and every field of co-operative activity is reviewed. The meetings
are well attended, being held in the open air ; the cost is negligible. All
departments appreciate their value and great progress is being made
with spreading a better understanding of the aims of the experts. The
Bombay system is said to be proving highly successful in the same
directions. The difference between the district association meetings
and those of the township is that while the former is a meeting of
delegates from a wide area, the latter is one of actual co-operators from
a mere fraction of the former area.

The district meeting hinges on the assumption that the lessons learnt
will be passed down to the village ; in the other case the village comes

itself to learn direct from the lips of the expert.
4

Township Associations,
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In the initial stages, no permanent staff is necessary, no books or registers
and no office. The auditor or the Junior Assistant Registrar should be
capable of organizing meetings in the ordinary course of their duties.

‘Where it iy desired to discuss: any matter on a district basis, the
asmual general meeting of the central bank. should afiord ample
opportunity, and it is probable that a separate district organization will
nrot be found indispensable.

57. The provincial council was organized and registered during the
The Burma. Proviacial year 1?18-19 yvith the object.? of managing th'e co-
c mative Conngil, OPerative audit funds, arranging for the holding of
) " provincial conferences, making representations to
the Registrar regarding matters affecting co-operative societies and
generally of advising the Registrar. From the start. interest was not
marked. ; few non-official members attended meetings and the work had
to be done by the officers of the department. In 1923.24, the council
was re-organized with a non-official chairman, but the Registrar was
retained on the executive committee and actually had to direct most of
the work. The control of audit was in some districts handed over to
the district agricultural and co-operative associations and these bodies
lost intérest in the council, with the result that whatever influence it
ever had.began to decline. Things went from bad to worse, until the
council having failed to recover its audit fees applied to Government for
a grant. It could no longer pay its auditors, who fell several montha
in arrears with their salaries, with the result that there is nothing
except a paper credit to show for their provident funds. It is clear
that the council cannot recover its position or grow into a useful body
without further assistance and support from the Government staff.

It recruits and trains auditors, and lends these to district associations
who pay the approved terms. The auditors are poorly educated, usually
not having risen beyond the vernacular VII Standard. There is nd one
with a school-leaving certificate. One auditor is maintained for gvery
hundred societies. No check is kept on the actual work of audit, but
only on the programme of audits. There is thus no check over the
efficiency of the audit. The council no longer does anything for
co-operative education.

It'is clear that the council must either be strengthened or abolished.
In view of the failure of the unions and district associations, it is
desirable to retain this body as a nucleus of non-official effort which
may gathier'influence as the movement surmounts its present difficulties.
We accordingly recommend that the council be retained with the
Registrar as chairman for the next five years. Where there are central
banks or district associations surviving, these should be called upon to
elect representatives on the scale of one per hundred societies or fraction
thereof or the suggested township associations could be made respon-
sible for electing a delegate. The general meeting should elect an
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-emecutive committee which should meet at least twice, and if pyactica‘glék
four times a year. The general meeting should meet once, and. if
practicable, twice a year. On thé general meeting the Joint or Deputy
Registrars should find a place.

The general scheme should be to make the council find its- own
funds for audit, except in the case of societies in their first three years
whose contribution will probably not cover the expense. The State
should make a contribution to cover this expense, also a further contri-
bution to cover the cost of all education work carried on by the council,
“including the training of auditors, and yet a further contribution to cover
alt-activities outside the sphere of credit which the staff of the counci:
may be engaged on, such as seed unions, or agricultural propaganda
work generally.

. The method whereby audit fees are levied on a sliding scale seems
to us to be too favourable to the older and richer societies. To a
considerable extent, a larger working capital means more accounts and
more audit work, while it also usually means greater profits ; we do not
see therefore why the larger societies should pay a fee at a lower rate
per cent than smaller and poorer ones. If more funds are required for
improving audit, a portion at least may be found by raising the fees on
the societies with the larger working capital. Where the fee is levigd
.as g percentage on profits, this is automatically adjusted to the richer
societies and not reduced as under the present scale.

We endorse the recommendations of the Royal Commission on
Agriculture in paragraph 378 of their Report where they state :  ** Public
funds may reasonably be spent in assisting institutions whose object is
to spread education in the application of co-operative principles to
various objects and ‘also in assisting unions for supervision. We found
that Government aid was usually given for propaganda work and we
approve this. In consideration of the prevailing illiteracy and: the
-consequent difficulty in reaching the people by paper or pamphlet, we
think that Government have a special interest in promoting organizations
onr a co-operative basis to facilitate the activities of the agricultural;
veterinary, educational and public health departments and that assistance
should, therefore, be freely given to ventures of a novel nature. *

If our proposals as to the abglition of union secretaries and super-
visors are accepted, it will be necessary to provide skilted assistance to
society-secretaries in their place, and the most suitable method will be
to add this duty to the work of the auditors. The auditors will thus be
responsible for teaching society-secretaries accounts, and' for general
instruction of members in the system of book-keeping and secretarial
work ; they should also visit the less efficient societies to assist in the
preparation of forecasts of recoveries. They should not be permitted to
make entries in books except in red ink by way of correction, as it is of
great importance that responsibility for ariginal entries should rest with

'
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an officer of the society. We have also recommended that the auditor,.
at the end of his audit, should have a general meeting summoned at
which he would explain matters in detail to the members and attempt to-
induce the general meeting to take necessary action on the points
disclosed in his audit note. We estimate that an auditor would thus
spend about five days a year with each society. In addition he will have
work in connection with the preparation of the annual statements for a
fortnight or more ; he should attend refresher classes for a week ot
more and assist in classes for secretaries ; and he will be required by the
Range Officer to attend on different occasions during the inspection of
societies, preparation for township conferences, etc. With all these calls
upon his time, we do not think that he will be able to audit more than
fifty societies in a yea1 and the scale should be based upon this assump-
tion.

The auditors should be as highly trained in co-operative principles,
in the meaning of the Act, Rules and By-laws and so on as circum-
stances permit. They should be able to explain the why and wherefore
of Act, Rules and By-laws to all members as it is important that
members should act from a thorough understanding of the benefit to
themselves of the numerous prescriptions, and not because these find a
place in some authoritative document. Every effort should be made to
recruit men of the high school final standard, and the pay and prospects
should be framed with this in view. An incremental scale, with a
provident fund and a prospect of rising to Range Officer will go far
to secure efficiency. Their competency must rest with the Range
Officers and their independence of outside influence will be secured by
their being employed by a central council with the Registrar as
President. They should be closely supervised by the Junior Assistant
Registrars, who will be responsible for checking their work and for,
improving their training. There need be no fear that the Junior Assistant
Registrar will. interfere too much as he will have too many societies in
his charge to permit of too much time being given to any one. Reporta
on the work of auditors by Junior Assistant Registrars should be sub-
mitted through the Assistant Registrars to the council, whose executive
committee will deal with them. It is not necessary that details of
discipline should be brought before a general meeting. The latter body
will have enough work to do if our recommendations are accepted. We
trust that the above recommendation will give to the Registrar that
control of audit which our evidence has proved to be so essential.  If
in the future the standard of audit shows any tendency to relapse to
the unsatisfactory level at which we have found it, the whole question of
its control through a council will need to be reconsidered.

The council should undertake the responsiblity of printing and selling
all standardized books of accounts, registers, and other stationery
required by societies. This should enable the socicties to obtain their
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Tequirements at the lowest price and afford to the council a source of
income to cover its office expenses,

The by-laws of the council should be amended so as to limit liability
to a guarantee of one hundred rupees in case of deficit on liquidation.

58, This body was registered at the end of the year 1920-21 with the
The Rurma Urban object of undertaking the audit of urban societies,
Co-operative Federa- “and'of such central banks as elected to employ
tion. this machinery. It began to supply auditors from
September 1921. From the start it was faced with difficulties, for which
the Department was in some measure to blame ; for there seems to have
been no adequate provision for the payment of audit fees ; no rule was
framed under section 43 (2) (h) of the Indian Act of 1912 to provide
for the charges to be made for audit, and in the earlier by-laws of
urban societies there is no mention of such payment. It is true that when
the federation was founded the model by-laws did contain the following:—
“The society shall subscribe, by way of fee rate or otherwise,

such sums as may be fixed by the Registrar, in consultation with the
Union if there be a Union, towards (1) its audit and (2) its
supervision.”

But it is not clear that by 1921, every society had adopted the new
by-laws which contained this provision.

The Registrar, we are told, directed the federation to audit the
urban societies whether affiliated ornot. The by-laws of the federation
bound affiliated societies to pay contributions, but this, of course, did not
apply to urban socicties not so affiliated. The result was that some of
the societies which the federation had audited under orders of the
Registrar demurred to pay the audit fees, the federation became unable
to pay its auditors or to maintain a competent staff. At present, there
appear to be about one hundred societies audited by the federation, of
which only 46 are affiliated.

The Department does not seem to have evinced much interest in the
past ; the federation escaped mention in the annual reports for 1924 and
1925, and it is clear that insufficient trouble was taken to place the
‘institution on a sound basis at the start. Latterly, this apathy has given
way to active assistance and the outlook is more hopeful. We recom-
mend that necessary action be taken to make it quite clear that every
society classed as urban is bound to be affiliated to the federation and
is equally bound to pay such sum for audit as may be decided to be
necessary. Whether this sum be based upon working capital or upon
net profits or otherwise is of less importance than that it should be
adequate to meet expenses and should be promptly and regularly paid.
Once settled, the fee should be remitted not later than the date of audit,
-and it should be the duty of the auditor to see that the fee is sent by
‘money-order or other means before he finishes the audit. If the
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chairman fails to pay, there is ground for inquiry under section 42 of the
Burma Act, and costs may be awarded against the recalcitrant chsirman.

‘We consider that advantage would ensue if the Registrar were to-
attend annual general meetings of the federation for the next few yeacs
in order to stimulate interest and to guide its deliberations along the most
useful lines.

The audit of urban ce-operative credit societies consists of two
distinct functions : (g) the checking of each day's transactions, interest
calculations, etc., and (b) the verification of the balance sheet.

- {a) Internal audit : In joint stock institutions this is usually done by
a superior staff employed by the bank itself. There are few, if any,
urban societies with sufficient work for a full time man. ‘We think
however that it is better that the work be done from month to month
instead of at one time at the end of the year :in many cases it is.
considerable, and mistakes may have serious results if not discovered
until some time after they occur. We think therefore that a local auditor,
who may be a member of the bank or not, should be employed when
possible and be paid a suitable remuneration. When this is not possible
the Registrar must see that definite arrangements are made for the work
to be done Ly an auditor of the federation.

(b) Final audit. This will include a verification of all the assets.
of a society and an enquiry intoits overdue debts. As the societies are
of limited liability their duties are of great importance. The work
entailed differs materially from the audit of a rural society. The securities
are after mortgages of house property, a verification of which will require
special training. The loans will be of a different nature and book adjust-
ments more difficult to detect. The auditor should also satisfy himself
that the internal audit has been properly carried out by an examination
of a percentage of days' entries. Itis imperative that the Registrar
should satisfy himself that the auditors have the necessary qualifications
and, as it is desirable that bis authorization be limited to auditors
maintained by the federation, it will be necessary for him to certify as
to the fitnessof the auditors appointed. He should also take steps to
. replace any ** internal * auditor who is not doing his work satisfactorily.

‘If the federation is in need of funds to place itself in a solvent
condition after paying all overdue salaries to its staff, we recommend
that a grant be made from provincial revenues to meet the deficit and to
allow of a small surplus.

A% new societies are not always able to pay for andit, we recommend
further that a recurring grant be given equivalent to the cost of auditing
all societies not two full years old at the time of audit.

If the federation undertake any educative or propaganda work, we
think that there should be a grant-in-aid from provincial revenues to
assist this work and to ensure that the staff employed are fully trained
and thoroughly educated in the ‘matters which they have to deal with.
Similarly any expenditure on‘the training of the “audit staff should ‘be
borne by Government.



*CHAPTER VI.
INSURANCE.

59. Agricullural Insurence.—The report of the Department for 1928
shows 389 societies for the insurance of cattle, of which the Registrar
expects about 300 to be wound up as soon as officers are available for
the work. There is however little to be done beyond deciding what to
.do with the sarplus.

The movement was never self-supporting and has always been
dependent on the active assistance of Government officers. For the
Jast eleven years business has steadily been declining, until last year
5,581 members insured only 362 cattle, of which 3096 were in
‘Mandalay District. The societies and union appear to be fairly sound
Anancially, but it seems to us a waste of valuable time to attempt to
revive this difficult phase of co-operative activity. Even in England
insurance of cattle has not proceeded far beyond stud beasts, stallion,
bulls etc. We therefore recommend that the societies which are doing
no work be closed dcwn ; all districts except Mandalay should be dealt
with at once as there is little that requires to be done. Mandalay may
-wait until the Registrar has time to make a more detailed investigation.

The Re-insurance Union needs to be wound up at once and the funds
should be held in a sound central bank until a decision can be arrived at
as to their disposal. For the last three years the income from premia has
been 690, 555 and 317 rupees respectively, while the cost of manage-
ament has been 1,269, 1,096 and 1,036 rupees respectively. In a tew
more years at this rate the question as to the proper disposal of the
surplus will answer itself.

The decision to close down this branch of activity need not cause
regret ; cattle insurance has not proved popular anywhere in India, and
is obviously too advanced for the type of member.



CHAPTER Vil

CENTRAL BaNKs.

60. It seems to be generally recognized that one marked element of
‘General Position. weakness in the Burma system has been the
failure to constitute strong central banks in
every district, financing societies within the area of the district by
‘deposits raised locally. The fault .does not appear to rest with the
department ; the staff tried their best, but local circumstances proved
unfavourable ; leaders of the requisite influence were not forthcoming
and depositors remained shy. )

One or two failed to make good their footing and were disregistered ;
at the time of our appointment the tendency was to open branches
of the Provincial Bank instead of attempting to form more central
‘banks. Some difficulty was experienced when central banks took over
societies with their debts from the Provincial Bank ; naturally enough
the central bank preferred to take over the best socicties and leave the
worst, while equally naturally the Provincial Bank objected to a
procedure which weakened its own position. The officers of the depart-
ment are not unanimous as to the merits of the central bank as compared
with a branch of the Provincial Bank, and we have heard of objection
taken to the formation of central banks in the rich delta tract while the
insecure dry tract was being left with the Provincial Bank.

61. The by-laws of central banks provide for membership by both

individuals and societies ; shares, which must

be fully paid are Rs. 50 or Rs. 100 each, and
a society must take at least ond share for each one thousand rupees of
loans held. At one time there was a by-law restricting loans to societies
‘o the “ requisition” of the Registrar, but in the 1923 model the rule is
that *loans to co-operative societies shall not exceed the maximum limit
(if any) on the borrowing powers of each society which may be fixed
by the Registrar "’ under the rules.

The committee of management may include salaried officials of the
bank, which we consider inadvisable.

There is usually a committee of supervision consisting chiefly of
chairmen of unions ex-officio, but it seems that these chairmen do little
work within the bank, and the majority take no practical interest in its
inner working.

By-laws.

62. The rule requiring societies to take up shares in proportion to their
borrowings has the support of the Maclagan
Committee, but it is doubtful whether experience
has not shown this to be inadvisable. Certainly, in the way we have

Shares.
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found it applied, the rule operates badly. Where the society pays for
its shares out of its own capital (shares or reserve), the chief objection
is to the interlocking ; but we found societies obtaining shares by book-
adjustment against loans, so that the central bank was in fact buying
its own shares out of its working capital. There are grave objections to
a society buying shares in the central bank out of loans from it. In
Moulmein, for instance, we found that 71 societies had taken up 745
shares of one hundred rupees each, and so have locked up Rs. 67,400
more than if they had taken one share each. In Pegu, 230 societies
had taken 2,266 shares to the value of Rs. 1,13,300 or more than a lakh
of rupees in excess of the minimum. Myingyan afforded an even more
striking example : out of Rs. 54,426 borrowed from the central bank, no
less than Rs. 22,950 was held in shares in the bank. The primary
societies were therefore paying 10 per cent. on Rs. 54,426 to receive
Rs. 31,476 which is equivalent to a little over 17 per cent. on the actual
amount received. In addition the societies were paying a further 125
in respect of audit and union fees. The Deputy Registrar had advised
that no dividend should be paid on the share capital in the central bank
owned by societies. The funds which the societies lent to members at
15 per cent. were therefore costing about 18°25 per cent. It should
be a rule that a primary society should buy shares oniy out of its
own capital.

The demand for dividends shown by society representatives at general
meetings may be in some measure due to this excessive share holding
and a more moderate holding might favour the adoption of longer views.

Most central banks appear to regard share capital as withdrawable,
and allow individuals to recover the face value almost at will. Henzada
had thus paid out to individual shareholders nearly Rs. 2,000 between
the audit and our visit. All refund to the liquidator the face value of
shares held by societies in liquidation, and in some districts .this is
becoming a serious drain on the owned capital of the bank.

It ought to be unnecessary to point out that while the holder owns
the share, the bank owns the sum paid for it ; also that it is an element-
ary principle of banking law that no bank holding deposits from the
public should reduce its paid up capital without the permission of the
depositors. Section 19 (1) on the Industrial and Provident Societies Act
{under which central banks would be registered in England) runs : No
registered society which has any withdrawable share capital shall carry
on the business of banking. This should be the law here. The
necessary amendment in the new Burma Act will be discussed when
dealing with that subject.

The proper method of dealing with shares of societies in liquidation,
deceased members, etc., is to form a share transfer fund out of updistri—
buted profits but not out of the statutory reserve. The bank is not
weakened by allotting to this fund a sum which otherwise would be
available for dividend, and shares can be held in this fund until 2
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purchaser comes forward to buy them. Madel dy-taw 12 probibits the bank
from holding its own shares, and, of course, it shauld not do se with its
depusits or with its reserve. The bylaws should be amended 20 as to
permit of a:share transfer fund. Only in Moulmein did we find such a
fund.

The present policy seems to be to eliminate the individual shareholder
even where societies already "hold preponderating voting power. Some
educated sirembers are necessary to provide ‘an electorate for the com-
mittee of management and we think the attempt to eliminate all will tead
to difficulties until the societies can provide a directorate sufficiently
trained and skilled. Some of us would postpone the elimination of
individual shareholders until societies have .a fair proportion of non-
borrowing member depositors so as to avoid a position in which the
funds of the bank would be entirely under the control of borrowing
members.

63. The general meetings appear to be dull affairs, and little if any
attempt seems to be made to make them either
live or interesting. No matters of direct import-
ance to societies seem to be discussed ; voting is rare; committee
members are re-elected, and the proceedings are little more than formal.
Attendance by societies is, perhaps as a consequence, poor, varying from
one-third to one-fourth of the total. In one central bank visited, this
very important matter was regarded as of so little moment that no
account had been kept of the number of societies represented.

" The government staff must be held responsible for this failure to
arouse interest amongst societies in their financing agency ; the general
meetings, like all meetings of co-operators, should be made as educative
as possible ; and every effort should be made to bring home to the co-
operators that they hold in their hands the fate of an institution not only
owned by them but established especially to assist them. If the financial
agenda are brief, the dealings of good and bad societies with the central
bank should be discussed ; the results of failure to repay cultivation loans
punctually should be brought home and the difficulties of the central
bank due to overdues should be explained. It should be taken as
axiomatic that wherever a meeting of co-operators is dull and uninterest-
ing to the members, in that area there is something thoroughly wrong
with the work of the department requiring the personal attention of the
Registrar or the Deputy in charge.

We note that in several central banks, the paid staff, manager,
accountant, and so on are not only members of the managing commijttee,
which is open to objection, but have votes thereon wllich is wrong.
They should nof be members but may attend without voting.

The committees of supervision seem to serve no useful purpose; in

one case the union chairmen members were not called to attend unle?s
specially'needed ; usually ' societies are mot directly represented on it.

Management.
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As there does not appear to be much hope of instilling life into this
committee, we think it would be advisable to abgolish it, :and to expand
the managing committee :so as - to include representatives of societies
elected {for this purpose at the annual general meeting. This managing
committee (or directors) would provide from within itself an ‘executive
committee of three or four members who would carry on the work of
the bank in the period between its own meetings. This work should
be reviewed periodically by the supervising staff, so as to bring effective
responsibility home to the directors, andsthe by-laws should be
amended so as to state :  In their conduct of the affairs of the bank the
committee shall exercise the prudence and diligence of ordinary men of
business, and shall be responsible for any loss sustained through acts
contrary to the law, the notified rules or these by-laws. Care should
be taken that the members thoroughly understand this by-law defining
.their responsibility.

In future, it would be advisable to disqualify from voting at general
meetings the representatives of any societies which are in default with
their instalments.

64. We have already discussed in detail the remedies that we propose.
We must however again emphasise the importance
of concentrating on the proper periods for the
granting and repayment of loans, and of taking prompt action whenever
any danger signal appears. The banks may rely on the department for
advice but they must be entirely responsible for loans, deposits and all
internal working. The banks should have the right to obtain any
information they require from societies in debt to them and to demand
liquidation in the case of defaulters. It must be remembered that it is
of -little use for a creditor to secure an award or decree. against
a corporate body like a primary society, which has no material assets of
its own to be seized in execution, and therefore it behoves the Registrar
to pay particular attention to any.complaints from central banks regard-
ing non-payment of loans, and it should -be accepted as a rule of
practice that the Registrar is bound to liguidate any society which is
found unable or unwilling to pay its debts.

The office staff in most cases impressed us favourably. The books
are usually well kept and the routine work efficiently done.

Internal Control.

65. The greater part of the working capital is obtained from fixed de-
posits ; in general, the individual shareholders <o
not show their faith in the banks in this practical
way, even “the members of the managing committee seldom -have
deposits. Deposits by societies are .mere ‘book-deductions from'leans
advanced, usually on a scale of three rupees per member. For some
reason this is supposed to represent the :growth of thrift; it should
deceive nobody and is devoid of advantage but the inclusion of these

Funds. -
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sums in the annuval statements has helped to create an erroneous impres-
sion of the progress of the movement. The practice should be stopped.
Bona fide deposits of funds surplus to the requirements of members
should be encouraged in every possible way. Dividends on shares are
sometimes held in deposit and adjusted against interest due ; this is less
objectionable, but it is better to keep as much as possible on a strictly
cash basis, as it must be difficult ‘to persuade the' village members that
their society has really received the dividend. The deposits are not
always as well distributed to meet the repayment season as they might
be, but the principle seems to be known.

66. Most central banks appear to take deposits on current account and
do not confine this to members. The Maclagan
Committee objected to this, although they did not
entirely prohibit it where other facilities were not available. The
Madras Committee also issued a wise note of warning : Central banks,
they found “ earn little or no profit on these transactions, and have run
considerable risks in taking large sums at too liberal rates of interest.
Further, the maintenance of current accounts requires a knowledge of
the law and practice relating to cheques etc., which neither the central
bank nor the department usually command.” The remarks apply to
Burma. Central co-operative banks are not intended to do the same
business as commercial banks, the receiving of money on current account,
the honouring of cheques drawn thereon and the collection of the pro-
ceeds of cheques sent in by customers. A very differgnt and much
stricter law is provided for these. The Co-operative Societies Act is
intended for simpler institutions carrying on a much simpler business,
and we are of opinion that current accounts should not be opened except
in very rare cases, as, for instance where there is a branch of the
Imperial Bank or other first class commercial bank in the same town
with which the central bank can open an account, The Maclagan Com-
mittee recommended that the whole sum in current account should be
covered by fluid resource, irrespective of such resource maintained for
other business, and we agree with this. Where it is possible, as at
Moulmein, for a central bank to arrange a cash credit with the Imperial
Bank against Government paper lodged, then there is less risk in open-
ing a current account business, but even here the dangers arising from
the use of chequed remain undiminished. There appears to be some
idea that these accounts are teaching the people the use of cheques and
banking practice generally; to this the obvious reply is that this has
nothing whatevér to do with the business of a central bank, nor can it
be one of the. objects. In the present state of the co-operative credit
movement in Burma we think that central banks should not do current
aocount business. They should also be prohibited from other classes of
‘business, such as issue of drafts, etc., which” is outside their legitimate
objects. ’

Current Deposits.
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67. The majority of central banks seem to have accepted savings bank
accounts from non-members as well as members.
The Maclagan Committee agreed to this practice
on condition that 75 per cent. of the amount held was covered. They
added other conditions which do not immediately concern us. One
bank made no special cover for these accounts, others allowed 50
per cent, fluid resource with the Provincial Bank, which is what the De-
partmental Circular requires.  This is below the Maclagan standard.

These savings accounts usually require a special collector, and interest
at 5 per cent. is allowed, so that they are not a source of profitto the bank.
We hesitate to recommend that these accounts be closed as we believe
that they are doing a useful service in making more popular the idea of
steady thrift ; but we think that the same service could be as well and
perhaps better performed by special thrift and savings societies on the
lines which are proving so popular in the Punjab. We are also of
opinion that the rate of interest, 5 per cent., is too high for this class of
deposit. It tempts the bank to reduce the amount of fluid resource, as
is exemplified in the adoption of fifty per cent. instead of the 75 recom-
mended by the Maclagan Committee, and it also may bring the banks
into trouble with the Government of India when Post Office Savings
Banks are spread more frequently over the province. The rate should
be low enough to permit the bank to hold a large portion of the total
sum in postal cash certiicates without loss.

The interest should be calculated on the minimum monthly balance
and not on the daily balance.

The question should be carefully examined in each  central bank
whenever it is being inspected. It should be remembered that the
success attained is in considerable measure due to the retention of a
special collector, and not to the unstimulated desire to put away savings.

Savings Bank Accounts.

68. The cash in hand should always be kept in the bank under custody
by the management ; a safe with at least two keys
should be used. The practice of leaving the cash
with the chairman is open to grave objection.

Cash Balance.

69. The fluid resourge provision has hitherto been arranged with the
Provincial Bank, so that central banks have used
their reserves in their general business. The
arrangement is now being terminated, and each bank will have to
consider its future policy. The only investinents held bave been shares
in the Provincial Bank and these are now worthless.

We recommend that the whole of the reserve fund be invested in
Government paper and placed with the nearest branch of the Imperial
Bank of India, or other weil-managed commercial bank, as cover for a
cash credit. The cash credit so provided however will not at first be
sufficient and a further sum should be similarly invested so that there

Reserves.
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will be sufficient cover for the fluid resource that has to be maintained
for deposits, leaving only just emough cash in hand for day to day
requirements. It is generally advisable for central banks to be in debt to
the: Imperiad Bank to.an extent to allow. for the largest cash balance
expected within the year. The bank will receive interest on its invest-
ments - and wilt only be paying interest on the drawn portion of the cash
<redit. In Moulmein we found that, although there was a branch of the
_ Imperial Bank close by, the central bank had no transactions with it,
1t had Rs. 50,000 deposited with the Pegu Central Bank, which, under
-orders of the Registrar was transferred to the Provincial Bank ; its cash
balances were occasionally high, causing avoidable loss in interest. If
-it. had invested a large sum in Government paper and lodged this with
the neighbouring Imperial Bank, it would have had its fluid resource at
its door, and its cash balances would have been paid into its debit
account to its own benefit. Great care should be taken by the Registrar
to see. that the necessary fluid resource is maintained, and if the monthly
-statements are: not received or show deficits immediate steps should be
taken,

Pegu has: two lakhs reserves and undistributed profits, and no invest-
ments beyond Rs. 13,700 in Provincial Bank shares. Its cash- balance
runs into; bigh figures on which it loses considerable sums. It deals
with the Imperial Bank regularly in the discount of ‘A’ loan paper and
has a good reputation with that bank, yet it has not arranged any cash
credit on: the security of Government paper. An investment to the
extent of three lakhs or more would strengthen the bank and probably
add to its profit. The Sagu-Salin bank has cash balances as high as
R 17,000 ; Henzada kept cash amounting to Rs. 30,000 for several
manths in spite of the fact that it had borrowed over a lakh from the
Provinciat:Bank.. The Imperial Bank will usually advance up to 90 to
95 per cent. on thé market value of Government paper to approved
customers, so that such an investment does not involve a serious lock-
up of capital, but on the' other hand confers great elasticity on the
central bank's finances.

70. All investments in shares in the Provincial Bank should be at once
writtem off as worthless. In no case, did the
auditors comment on the value of these shares
even when no dividend was being. received on them; even in the
current balance sheets they are shown at par. We are also not satished’
with the efficiency of the auadit as disclosed at our inspections. In no-
case did the auditor. deal: adequately with the subject of overdues,
claims against societies in liquidation, and so on. In the absence of the
audit nates of the affiliated societies, it is hardly practicable to estimate
bad and doubtful debts ; in other cases of defects the fault mainly lies with
the system, For instance, in one bank we found that swms of Rs. 9,950
for shares, Rs. 4,078 for district association fees and Rs. 3,280 for.audit fees

Audit.
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had been advanced by book adjustment on one day and all shown as
“ crop loans.”; it would be difficult and not very fruitfuf for am auditor
to pillory this when it was in accordance with departmental policy. But
where the manager, as in Sagu-Salin, estimates the loss of a lakh on
bad debts we think that the auditor might have made some mention of
the: subject in his report.

The standard of audit should be improved ; central banks should be
audited twice a year, once by the regular auditor and the second time by
the Junior Assistant Registrar of another district, who should be changed
every year.

The auditors should receive careful instructions as to their duties
and they should be supplied with printed forms. giving the main heads
under which they should report. They should verify all assets by
examining the relative securities, audit reports of societies etc. (in at
least one case the pro-notes had not been checked). Thgy should state
whether loans are granted at suitable periods and whether repayments
at harvest appear satisfactory: an extract of the General Ledger
balances of Loan Account at the end of each month may with
.advantage be included in the report so that reductions after harvest can
clearly be seen. They should examine the accounts for book adjust-
ments, and for the granting of fresh loans shortly after the repayment of
old ones and should report fully on any they find. They should also
report fully on all doubtful and overdue debts. A periodical inspection
of each bank by the Registrar should alse be made.

71. In most central banks, loans are given freely up to the maximum
borrowing limit fixed by the Registrar. As in the
case of the Provincial Bank, this limit to a society's
‘borrowing seems to have been taken as a sanction to borrow and an
authority to lend. It should be made clear that the -Registrar’s order
merely applies to the society, and is a maximum. It does not and could
not interfere with the discretion of the central bank, and it shauld never
be mistaken for an opinion of the Registrar that a society should be
lent so much. It is the duty of the managing committee (enlarged as
we propose) to tix every year the maximum sum which it is prepared to
lend to a society. This maximum sum must not exceed the limit of
borrowing fixed by the Registrar, but up to this the managing committee
should authorise the executive committee to lend. Sums required in
excess should not be granted without reference to the managing com-
mittee which would then examine the reasons. ‘

The audit notes of societies affiliated to the bank should. be on
record with the bank, so that they may be consulted. whenever the
credit-worthiness of a society is in question. The uniom abstract is
already sent to the bank, but this may be discontinued as unions cease ta
exist as guaranteeing bodies. If a loan is required and is approved na
avoidable delay should be permitted in issuing it. The practice of

Loans.
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‘requiring the attendance of three members of the society’s committee
at' the central bank is truly urban and should be discontinued.

The practice of delaying a fresh loan until the existing one is fully
repaid merely makes for fictitious work and should be stopped. Each
loan should be considered on its merits and issued at the time it is
required. In two banks, the staff were perfectly frank in admitting that
they encouraged the taking of a fresh loan immediately the last one had
‘been repaid in order to save loss of interest.

We doubt the wisdom of a central bank attempting to dxctate to a
primary society the distribution of a loan amongst its members. A central
bank has every reason to know for what purpose a loan is required, and
to refuse aloan for any purpose (redemption of mortgage for instance)
to which its objects. But theamount to be lent to individual members
is not within its province. We had evidence that central banks were
not concerned with the source from which repayments were made, even
when a money-lender was in the chain, and we think this apathy should
be condemned. The central bank requires to know when loans are
being repaid by fresh borrowings and must take action if it discovers
that repayments are not being made out of earnings.

Fictitious repayments by societies are stimulated by the practice
in somg banks of making the pro-notes repayable on a fixed date. Such
rigidity is unnecessary and in matters agricultural is not practicable ; a
" certain modicum of elasticity will make it easier for societies to repay
from'the sale of members’ produce.

The crop loan system has been defeated by the adjustments in the
primaries and by the practice of seeking temporary assistance from the
money-lender, which has been facilitated by the central banks granting
the loans in one amount and at the wrong periods and not pressing for
repayment after harvest. 'We have nothing to add to our remarks else-
where on this subject.

72. Overdues should be carefully watched, especially overdue interest.
Although it is usual for the first repayments to be
credited to interest, this should be stopped as
soon as the bank has any reason to regard the loan as becoming * sticky *
or doubtful. Where no sum on account of principal has been received
for a full year, and no satisfactory reason, such as an agricultural
calamity, is forthcoming, the receipts should invariably be credited first
to principal. Itisfar better to allow overdues which can be watched
than to insist upon a rigid proportion’ of repayment which has to be
filled by borrowing from outside.

The annual statements were designed to provide information as to
overdues of both principal and interest. We have in another place
recommended that attempt should again be made to estimate overdues
in primaries, which if successful will provide useful information to
central banks. We think that the figures for overdue interest due by

Overdues.
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socicties to central banks should be shown in the statistics published.
In most provinces these figures can be ascertained by the deduction of
interest received from interest accrued though from a perusal of the
reports of some provinces it would appear that the figures inserted
include book adjustments. In Burma no entries are passed in respect
of interest due and not received or of interest accrued when the Profit
and Loss Account is prepared. The figures are however calculated and,
are shown in a subsidiary statement under the following heads :—

(1) Interest accrued but not received from societies or members.

(2) Interest overdue.

(3) Interest accrued but not received on loans with overdue interest.
The fact that no entries are passed results however in the non-inclusion
of the figures in the published Profit and Loss Account and Balance Sheet
so that the amount of overdue interest cannot be followed from year
to year.

There is no objection to the passing of entries in respect of interest
due and accrued interest which have not been received provided that
both principal and interest are thought to be recoverable, though even
then the nature of co-operative business is such that the amounts should
be carried to a special Reserve Fund and this is the usual practice. If
the loans are bad or doubtful however such entries are mere paper ones
and, even if the amounts are credited to Reserve Fund, such portion of
the Reserve Fund is fictitious. In the present state of the societies in
Burma a good portion of the amount might prove to be fictitious if entries
were passed.,

We prefer to keep transactions as far as possible on a strictly cash
basis. The figures for overdue interest should however appear in the
published statistics. We do not think it necessary that interest accrued
should be shown and its calculation must involve much labour if pro-
perly prepared, ‘and we think that in practice the figures are usually
unchecked. We would suggest therefore that in future a footnote
should appear in the published statistics of the Balance Sheet and of the
Profit and Loss account to the effect that overdue interest is not included
in the figures but is shown on a subsequent page.

In order to facilitate the calculation and tracing of overdue interest
we recommend that a subsidiary register should be opened. All interest
due and not received should be entered on the debit side. Subsequent
recoveries should be entered on the credit side of the register and the
date of payment noted against the original debit entry. We have already
stated that, if a bank has reason to think a loan is doubtful or has received
no payment towards principal for a full year, cash receipts should not
be treated as interest but as principal. The balance in this register will
at all times represent the overdue interest not received but the amount
will notappear in the General Ledger or Profit and Loss account but
should be shown as a footnote in the Balance Sheet. The register should.
be checked at audit.

5
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Our other comments on the system are contained in the discussion
of primary societies. Here it is on]y necessary toadd that much very
good work has been done in central banks by individuals wh o deserve
credit for their public spirit, we consider that they deserve more support
than they have hitherto received, and we think that they will find them-

selves in a much stronger position if properly advised and assisted by the
staff.

73. In the foregoing paragraphs we have dealt seriatim with the defect,
Solvency of Banks. noted during our inquiry ; the situation is, we fear
even more serious than would be gathered from
a perusal of these remarks. In addition to the causes so far discussed
there have been almost all the defects in the system disclosed in other
chapters, notably those on primary societies and the Provincial Bank,
Our examination of the accounts of the central banks led us to believe
that, if the estimates of bad debts are accurate, two are no longer
solvent, of which one has recently been put under liquidation, one has
lost part of its share ‘capital and one is in effect stagnant and, although
solvent, is rapidly deteriorating. A fifth showed an amount of book-
adjustment which led us to doubt seriously the solvency of a number of
its affiliated societies and a sixth is showing the first signs of decay. It
seems to us therefore that a detailed examination of the assets of all
central banks is urgently necessary so that an effort may be made to
save those which are solvent and, if possible, to reconstitute the others-
The bad position of some of them is in large measure due to the fact
that the societies they took over from the Provincial Bank were already
insolvent and the problem of these needs special consideration. In the
case of the Provincial Bank we suggest that the adjustment of the
. instalments on loans to repaying capacity on a system of equated pay-
ments may assist in recovering some loans which otherwise will prove
bad, and we consider the same process may be tried where suitable in
the case of central banks.



CHAPTER VIIL

THE PROVINCIAL BaNK.

74. When the early co-operative credit societies were organised, loans
were obtained from Government direct to finance
their needs. The Act of 1904 did not provide for
central financing agencies, as it seems to have been contemplated that
socicties would raise funds locally on the combined credit of their
members.  Such local deposits, however, were not forthcoming in
quantity and accordingly two agents were appointed, one for Upper and
one for Lower Burma, to collect deposits from the public on a commission
basis under the direct control of the Registrar. Mr. Swinhoe, a solicitor
-of Mandalay, was agent for Upper Burma, and in October 1910 he orga-
nised the Upper Burma Central Urban Co-operative Bank Limited to
take over the agency business. The objects were to collect funds for
financing urban and rural co-operative societies. Its sphere of operations
covered the Province of Burma. In the early stages, Mr. English, then
Registrar, practically managed the transactions of the bank, and exerted
‘himself to ensure a successful start. When the new Act came into force
in 1912, the by-laws were amended to bring them into accord with its
provisions, and the name was changed to * The Upper Burma Ceniral
Co-operative Bank Limited.” Its working capital was then Rs. 12'7
lakhs. There were at this time over 700 primary agricultural societies
and the bank dealt with most of these ; even when central banks were
organised at Pakokku and Minbu, the bank had to provide the funds.
The Maclogan Committee found the bank in 1915 with a working capital
of over Rs. 25 lakhs, of which over 20 lakhs was lent out to 900 primary
societies. This sum was advanced in accordance with:a by-law which
prescribed that. ;—

* loans shall only be granted on the requisition of the Registrar, Co-
-operative Societies, who'will prescribe the period and other terms or
within the limits'of a sum fixed by him as the maximum to be lent to' a’
-co-operative credit society or union of co-operative credit societies.”

The words ' limits fixed’ refer to'the scrutiny by the Registrar of the
applications for loans submitted by unions; what the Registrar fixed was
the borrowing power of the unions.

The Registrar in his report for 1914 states =" There is no need for
skill and special training on- the part of the manager in selecting loan
business. That is done by the societies and by the unions : and the
Registrar is there to sea that they work honestly and in: accordance with
<o-operative principles. His authority tos sanction loans' gives him the

Early History.
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necessary powers. The work of the banks is to collect deposits as
required, for which they offer the security of their share capital and
reserve funds, and to distribute the deposit money to societies in loans.
limited by strict conditions and under the safe-guard of co-operative
security.” In the Maclagan Committee on Co-operation in 1915, it is
stated that in Burma “ The Registrar informs the Provincial or Central
Banks of the amounts sanctioned by him and directs it to make a remit-
tance accordingly.” ‘

In 1920, the name of the bank was altered to * The Burma Provincial
Co-operative Bank, Limited, " but this does not appear to have heralded
any change in its business of importance to our inquiry or in the
scope of its operations. The chief work of the bank was the collection
of deposits, on the security of its capital and reserve funds, and the
distribution to societies. The check on the borrowings of a society was
applied by the guaranteeing union and by the order of the Registrar.
The working of the bank at this time was described in the annual report
of the Registrar for 1919 as follows :—

* The agency (originally) relied wholly on the guidance of the
Registrar in making loans and accepting deposits. The Bank is still
-essentially an agency for obtaining deposits from the public (and that
chiefly the European public) to meet the requirements of agricultural
credit societies . . . . . There are of course no personal relations
between Upper Burma Credit Co-operative Bank and its affiliated
socicties, relations such as are essential in primary credit societies
between borrower and lender. The Bank’s knowledge of its societies is
at present limited to the knowledge of the societies’ characters as good or
bad payers. For other necessary knowledge of the borrowing societies
it relies on the assessment of credit by the guaranteeing unions and on
the Registrar's scrutiny of these assessments. Mr. Henry Wolff has
said that he would prefer to see primary societigs dealing with joint
stock banks rather than with the central banks-=on the ground, I
think, that joint stock banks would deal with societies in a strictly
businesslike way. The Upper Burma Credit Co-operative Bank with its
lack of local knowledge is forced to treat societies much in the way in
which joint stock banks would do. Under Mr. Clayton’s advice the
manager of the Bank classifies his societies in accordance with their
character as payers. Mr. Clayton’s intention was that the Bank should
not inevitably grant the full maximum credit assessed by the unions and
the Registrar. I cannot say thatthe Bank has begun to give effect in
this way to Mr. Clayton’s advice. When it does so it will contribute,
1 think, towards increasing the sense of co-operative responsibility in
the societies which is the main spring of co-operation.”

- It seems that at this period some discretion on the part of the bank
was visualised by the Registrar, who appeared to believe thatthe
absence of local knowledge must make the Bank more business-like.



( 69 )

To be business-like however a bank must have power to compel
its creditor to produce such information as it requires, and to
enforce repayment if it desires to do so by threat of realisation of
security or civil action if necessary. Here final powers remained with
the Registrar so that his comparison of the Provincial Bank with a
commercial bank is not a true one.

In 1923, the by-laws were again amended, and the one relating to the
issue of loans was revised thus :—

**No Joans or credit shall be granted to any society in excess of the
maximum borrowing limit (if any) imposed by the Registrar, under Rule
7 of the Burma Co-operative Societies Rules, 1916.”

The rule referred to was framed under section 30 coupled with sec-
tion 43 (2) (3) of the Indian Act, and permitted societies to borrow from
members and non-members ' subject to such limit as the Registrar may
impose from time to time.” The same rule requires a society annually
to determine its maximum limit of indebtedness.

In his report for 1924 the Registrar wrote :—

‘“ It is obvious that the Provincial Bank cannot possess local know-
ledge of primary societies in distant districts in' the same way as a
district central bank can have local knowledge of the societies with
which it deals in a limited area. In the issue of loans to sach societies,
the Provincial Bank is guided by the maximum borrowing limits fixed
by the Joint Registrar or the Assistant Registrar in respect of every
society. Except from the past record of a society’s repayments the
Bank has little inner knowledge of any society’s working, and the 1ssue
of loans (within the maximum borrowing limits fixed by the Department)
is in consequence mechanical. This is an undesirable feature of a large
part of the Bank’s business. The grant of credit, whether by co-opera-
tive or by commercial banks, should not proceed on mechanical lines
but should be based on a thorough understanding and knowledge ot the
client's business. It is not the fault of the Bank committee that this
knowledge and understanding is wanting in the case of the Provincial
Bank ; it is due to circumstances over which the Bank has no control.
In its earliest days societies were still few in number and the Depart.
ment was able to give more detailed attention to them than is now
possible, and was closely in touch throughout with the Bank Manager,
but it is becoming increasingly apparent that the financial relationship
between the co-operative central banks and the primary societies ought
"to be based on organised business principles and not on recommenda-
tions of officers of the Department regarding the credit-worthiness of
this or that society.” ‘

There was therefore a distinct difference of opinion between the
Registrar in office in 1919 and 1924 and in our view the latter opinion is
the correct one.
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The new by-law, which is still in force, read with others throws
upon the .bank management the responsibility of advancing loans at
their discretion, subject to any orders of the Registrar imposing a
limit on the borrowings of a society. This important change, if it
were to become effective, necessitated other changes : the Bank must
for instance, have power to obtain information on its own initiative,
and in the same year, it applied to the Registrar for powers of inspece
tion. Unfortunately the manager asked for powers to call for books
accounts, papers, etc., under the section dealing with audit, and not for
powers under section 35 or 36, which empower a creditor to insist upon
an inspection. The Registrar thereupon pointed out that the bank had
no audit functions and demurred to giving the powers asked for. It does
not appear that the bank ever asked for any of its staff to be authorised
by the Registrar to inspect or hold an inquiry into the affairs of its
affiliated societies. The Bank continued to advance loans within the
maximum limits, and does not appear to have attempted to form any
independent opinion as to the credit-worthiness of societies. It did try
to obtain information as to whether its loans were secure, and asked to
be allowed to see the audit reports of societies in order * to assist the
Bank in deciding the amount of loan to be granted and judging the
amount to be repaid.” This request was reasonable, and the Registrar
inquired which portions of the repoits the Bank needed and how these
portions could be supplied with the least delay and expense. Apparently
the Bank did not pursue the matter further,. but was satisfied with receiv-
ing abstracts. Even these, however, were only sent for a few unions.

In 1928, the Registrar discontinued the fixing” of borrowing limits,
and since then the Bank has confined its transactions to a few loans on
morigage security.

75. The constitution of the Bank has varied somewhat from time to
time, the chief change being the gradually increasing
shareholding by societies. At first the number of
shares was limited, and the nominal capital was
fixed. Later the number of shares available to individuals wasfixed but
that available to societies was unlimited.

Constitution and
By-laws.

The by-laws provided that a borrowing society should bold one
share of Rs. 100 for each Rs. 2,000 or part of Rs. 2,000 at debit, and
empowered the Bank to deduct the amount of share capital from loans
at the time of issue. This was tantamount to buying its own shares out
of its own working capital by book-adjustment. The by-laws did not
provide for the shares being withdrawable, but there was a departmental
instruction requiring the value of shares to be given to the liquidator of
societies in liquidation, and this seems to have been regularised by
section 21 of the Burma Act of 1927. This breach of elementary bank-
ing law has resulted in the withdrawal of paid up capital amounting to-
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Rs. 86,000 in the last three years. It would appear to have been
thought that as the society was made to buy shares in proportion to its
borrowings, it was entitled to a return when it ceased to borrow.
Another defect in the by-laws and constitution was that all union
chairmen were e¥-officio members of the committee. Not only was this
body unwieldly and too large for effective action, but it consisted of many
who could not see beyond the immediate needs of their societies, and
who failed to realise the importance to their own interests of a sound
well managed financing institution. Latterly, the manager has omitted
to summon these ex-officio members to the meetings of the committee.
Their presence on the committee seems to have been intended to pro-
vide a necessary connecting link between the Bank and societies ; they
- seldom appeared, and when they did the result was not bencticial to
themselves or to the Bank. As the head-office of the Bank was at
Mandalay, the annual meetings attracted more society representatives
from Upper Burma than from the rest of the province ; many of these
were from societies in default, and they voted for a reduction of the
lending rate and for a dividend in spite of the critical position of the
bank being explained to them.

76. A further defect in the constitution arising out of what has been
already described was that the society members
had little or no interest in the proceedings at
annual meetings. They could not elect their own
representatives on the committee as these were appointed exv-officio : only
one member from each society was permitted and no a'ttempt seems to
have been made to make the meetings of interest to the general body of
co-operators.

Lack of Interest by
Primary Societies.

77. The area over which the transactions extended was early recog-
nised to be a source of weakness, but as successive
attempts to found good central banks yielded only
partial relief, the evil was allowed to continue until the bank was dealing
with 2,300 societies in 22" districts, to which in 1927 it had advanced
Rs. 84 lakhs. The position of the unions in regard to these borrowings
has been dealt with separately.

Scope of Activities.

78. In April 1928 the Government of Burma directed an investigation
into the affairs of the bank and a loss in bad debts
of Rs. 30 lakhs, resulting in a net deficit of Rs. 12
lakhs.. was estimited. As a temporary expedient
Government arranged with the Imperial Bank of India for an uncovered
cash credit of Rs. 14 lakhs to provide for any deficiency that might
arise in the fluid resource held by the bank to meet the withdrawal of
deposits and issued the communique reproduced in appendix IV. In
according sanction, the Imperial Bank made it a condition that the
co-operative movement be thoroughly reorganised and the general
system of advances and repayments overhauled and co-operative

The April investiga-
tion, 1928,
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"principles strictly enforced. Itwas evidently hoped that steps could be
‘taken to place the Bank in a sound financial position : in which case it
would have an opportunity of making good the deficit out of its profits
within a reasonable period. On the advice of the Registrar, confirmed
by the Financial Commissioner, the rates for fixed deposits were raised
with the object of checking the decline in such deposits.

79. On the figures disclosed to us the bank is clearly insolvent. The

Registrar now estimates that, out of Rs. 79} lakhs

in loans to societies and Rs. 9 lakhs in cash credits
‘to district central banks outstanding on the 31st December 1928, Rs. 34}
lakhs and Rs. 2% lakhs respectively will prove irrecoverable. If the

. estimates are correct, and we have found nothing that tends to brighten
the picture, the capital and reserve funds of the Bank have been lost
and a further sum of Rs. 21 lakhs representing depositors' money. has
also disappeared.

The possibility of making good the deficit does not appear to have
been deeply considered. The Bank at this time had practically ceased
granting new loans and the establishment was therefore much in excess
of requirements. The rapid increase in establishment charges of recent
years is shown in appendix No. V. This important question was receiving
the attention of the Registrar, but he lacked the necessary authority to
force the Bank to adopt his views. The Registrar, in the loan season of
1928, ceased to fix maximum borrowing limits for societies in the 5 dis-
tricts in the Mandalay Charge, where the Bank's outstanding loans
exceeded 45 lakhs, and at the same time warned the Bank that where
maximum borrowing limits were fixed the fact was in no way to be
considered either as an invitation to the Bank to make loans orasa
‘guarantee that loans might safely be lent up to such limits. Such loans
as the Bank has subsequently granted, have been covered by the deposit
of mortgages, and the expenses incurred in the preliminary enquiries into
the financial position of the societies and into the mortgage security
appeared to us to exceed the probable margin of interest to be received
on the loans. The higher rates offered for fixed deposits will make
it still more difficult for the Bank, but the problem of its future
will be discussed further on. In short the bank was working at a
‘considerable loss and the deficit was therefore increasing. 'We thought
it our duty in the interests of depositors to authorise the chairman to
draw His E xcellency the Governor’s attention to these facts as soon as
we discovered them and, as a result, the Registrar was appointed as
joint manager by the committee of the Bank. Since his appointment,
steps have been taken to effect economies in administration. The Bank
has also ceased to accept new deposits. '

Even with these economies, however, it does not seem to us possible
for the Bank to make good its deficit within a reasonabl‘e period. Its
total Toans and cash credits at the 31st December 1928 were 88} lakhs.

The Bank insolvent,
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‘Of this sum Rs. 47 lakhs represented the total principal outstanding from
societies in liquidation or considered bad. The important fact that it
<an expect to receive no interest on this sum was not realised. If all
the other outstandings were good—which is improbable—its earnings
are confined to interest on Rs. 41} lakhs loans and cash credits plus the
interest on its Government securities. We estimate the total annua]
gross earnings on this basis at Rs. 5} lakhs. In the meantime it has to
continue to pay the interest on its deposits amcunting to Rs. 63 lakhs a
year and its establishment charges, etc., which we -do not think can be
reduced much below to Rs. } lakhs : total Rs. 7} lakhs. This gives at
the very best a deficit of Rs. 1} lakhs on a vear’s working. The working
capital invested in societies in liquidation and those considered bad is
producing no interest. Rs. 37 lakhs is estimated as irrecoverable and
the balance (Rs. 10 lakhs) can only be recovered slowly : further if the
-sums recovered can only be reinvested on mortgage security the busines
-as already stated will not be a profitable one.

Though with the assistance of the cash credit guaranteed by Govern-
ment it has sufficient funds in hand to meet all deposits which will fal]
.due up to the end of 1929, irrespective of any sums it may receive in
loan repayments, we can hold out no hope of the bank placing itself on
a sound financial footing in the near future.

80. The Bank has always shown a good balance sheet. Its fluid

Fluid Resource resources hdve been unusually strong. The

Policy. majority of the Maclagan Committee on Co-
operation suggested the following scale for a provincial bank : 100 per
«cent. of current accounts, 75 per cent. of savings bank accounts, and 333
per cent. of fixed deposits falling due in the ensuing 12 months. The
present scale of the Provincial Bank is 75 per cent. of current accounts
75 per cent. of savings bank ~ccounts and 333 per cent of fixed deposits
falling due in the ehsuing 12 months,

In 1924 the Imperial Bank of India agreed to allow it a cash credit
during the cultivation season on the security of * crop” promissory notes
of societies endorsed by it to the Imperial Bank. ~The management of
the Provincial Bank, however. never took advantage of this facility.
They stated that the Bank would not be in a position to discount pro-
notes of societies unless they were assured of prompt repayments, and
that the habit of granting extensions of loans within societies prevented
<o-operative finance from becoming more elastic.

81. But neither the high standard of fluid resource nor the caution
exemplified in refusing to accept facilities from a
commercial bank have saved the Bank from insol-
vency. We have carefully sought for the reasons and we classify them
as follows :(—

(i) The Bank, as already explained, has not been a natural result of

the growth of the co-operative movement. Usually
Tg:mr:} a(';ll.‘ow';gt_ 2 primary societies. unable to raise independently the
funds they require, combine with individuals to

Causes of Failure.
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form central banks as their financing agencies ; and it is only later, when
central banks experience difficulty in dealing with their surpluses and
deficits, that a provincial bank is usually brought into existence. From
the brief history of the Bank already given, it will be seen that the
original institution was formed to deal direct with primary societies, and,
although the department formed guaranteeing unions to bridge the gulf,
no machinery was evolved by which the bank could ascertain the
solvency of these societies otherwise than through the agency of the
Registrar, ' ‘

Attempts were made to form central banks and township banks to
bring borrowers and lenders into closer proximity, and the former have
achieved some success, having attracted local deposits sufficient to
relieve the Provincial Bank of the finance of a large number of societies,
The township banks are practically moribund.

The fact that the Provincial Bank out of total advances amounting
to Rs. 88} lakhs has lent Rs. 79} lakhs to 2,300 primary societies
is sufficient to show that its original main function remains unchanged,
and that the avowed object of converting it into an apex bank has been
achieved oaly in small degree. It had four branches (Rangoon, Shwebo,
That6n and Bassein), but tlie twollatter have now been closed since the
Registrar was appointed joint manager.

(/) The by-laws of primary societies provide that for special reasons
to be recorded and in very exceptional cases,
extensions of loans may be granted by the com-
mittees. Such extensions are given effect to by
showing the amount extended as paid and entering it as a new loan.
The result of such pure book-adjusrrﬁent is that practically no overdues

Treatment of Over-
dues.

are shown in the accounts of the societies. In many cases the societies ,

do not even trouble to extend the loans in this manner but let them run
on, often with interest also unpaid, without reference to the Provincial
Bank. In both cases no provision is made in the systeih of book-keep-
ing of the Provincial Bank for showing such loans as overdue loans and
the true position of its loans has never therefore been cle_arly indicated.

(ii)) Since 1915 all interest due and accrued has been credited to

i ) Profit and Loss Account whether received or not.
T’iﬁ:‘;f;‘;t, of This ptractice may be in general in accordance with

: that adopted by commercial banks, butin details
it has been quite different. If loans to commercial banks are overdue,
interest is not taken into profits unless both the loans and interest are
thought to be recoverable : in the case of the Provincial Bank accrued
interest has been credited to Profit and Loss Account from year to year
in a purely mechanical way in spite of the fact that many of the societies
bad made no cash payments to the bank in respect of principal or

.interest for many years and should therefore bavée been considered very.

doubtful debtors. Up to 1917 even the interest on loans to societies in
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liquidation was treated in this manner, the bank's explanation being that
they had not been supplied with a list of societies in liquidation. Since
that date interest due from societies in liquidation has been reserved,
but the first cash payments by such societies have been treated as pay-
ments of interest : as the recovery of the full principal must in such
cases be very doubtful indeed, this practice is nearly as unsound as the
previous one.

In appendix VI we give fuller details regarding the interest pro-

cedure.
(/v) The maximum borrowing limits for societies fixed by the

Registrar, within which the Provincial Bank bas
been granting loans, have largely been based on
the material assets ot the members of the societies.
We have not been able to ascertain the proportion of the value of these
assets permitted to be taken into consideration. No effective check of
these assets has been made at audit, and, even if they were correct
when the borrowing limits were fixed, their value is subject to rapid
variation through alienations to thivd parties and resignation of member-
ship. The Registrar, in April 1928, reported that there was a scramble
among members of societies to get rid of their lunds, and recent reports
from officers on special duty confirm this, The Registrar has also
informed us that the period (7 months on the average) that elapses
between the passing of a winding-up order and a passing of orders on
the society’s appeal is commonly used for the purpose of getting rid, by
real or fictitious transactions, of all assets. Further, the loans of societies
to members have largely been ‘based on the members’ repaying capacity
from earnings over a period of years whereas in liquidation little attention
has been paid to this factor as, once a member’s material assets (if any)
have been sold, he is discharged from all liability.

Maximuim Borrow-
ing Limits.

82. In addition to its financing of primary societies, the Provincial

Bank has assisted central banks by granting cash
- credits both for thefinancing of societiesand for fluid
resource, The cash credits for finance have been
granted entirely at the discretion of the Provincial Bank bnt we find the
manager in 1923 complaining that these central banks werc not observing.
ordinary business principles, and were withholding repayments at will.
He found himself practically powerless in the matter as his only weapon
was a civil suit, and he pressed the Registrar to secure stricter adminis-
tration of the movement.

The cash credits for fluid resource have been granted under the
direct instructions of the Registrar and the Bank has on several occasions
asked to be relieved of them. The system is for the Provincial Bank
to grant a loan to the central bank concerned which the latter
redeposits with the Provincial Bank. The rates allowed and charged
on the deposits and the loans allow 1} per cent in favour'of the

Relations with
Central Banks.
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Provinci.al Bank. The latter however has to keep 50 per cent of the
amount in cash. or Government securities and the transactions therefore
usually result ina small loss. Similar arrangements have been made
by the Registrar for the fluid resource of some of the urban banks. The
Govemrflent securities have of course to be purchased out of depositors'
funds with the Provincial Bank and book entries of this nature appear to
us to be a dangerous juggling with figures.

83. In 1921 the Bank appears to have become anxious regarding over-

Overdues and appli-- dueinterest, as in October of that year, the manager
tci?)t:‘o;g under  sec- addressed the Registrar pointing out that out of

’ Rs. 2,68,000 due on 30th September only Rs. 21,000
had been received. Subsequently the bank addressed the Registrar on
several occasions with reference to the poor repayments of central banks
-and societies, and in 1923 the manager suggested that a committee
be appointed to enquire into the position of the movement and to frame
new rules and recommendations for future guidance. The Registrar
" in his annual report for that year remarks :—

“ The societies notwithstanding the arrest of numerical progress
appear to be generally in good heart, though there are exceptions such
as the new societies which dissolve themselves on failing to get loans
from a central bank and of course there are many other feeble socicties
Tt is not necessary in Burma, even if it were conceivably possible, for a
Government Department to sapply the energy, the brains and the money
mnecessary to re-accelerate numerical progress.”

The bank also furnished the Registrar with lists of societies which
'were repaying badly and of those whose outstandings exceeded the
Registrar’s maximum borrowing limits (due to reductions in the
limits or to the debiting of interest) and in many cases asked for
enquiries under section 36 of the Act. The applications were sent to
the Assistant Registrars for enquiry and report but asa rule the matter
ended there. There was no system of continuing to send out periodical
reminders until replies were received. Thus there were many societies,
which practically ceased working years ago but which had never
become disregistered. Meanwhile interests had been piling up until in
many cases liabilities exceeded assets. We take a serious view of the
neglect by the Registrar of this mandatory provision of the Act.

In 1924 the manager of the bank drew the attention of the Registrar
to the bad state of the societies in many districts and suggested certain
remedies, which however were not adopted to any” appreciable degree :
he stated that, if overdue interest was disregarded, the bank would show
‘a loss, and he therefore doubted whether he was justified in including it.
The manager also on his own initiative called a meeting of the union
<chairmen and explained the position to them but the attendance was
poor. Inthe annual report for that year the Registrar remarks :—

* Eventually, it is hoped that sufficient district banks may be
~formed in Burma to allow the Provincial Bank to discontinue direct
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dealings with primary societies and to employ its large volume of funds.:
in giving assistance to district banks where they require it. A turther
unfortunate aspect of this matter is that many of the districts where the
Bank deals direct with societies are those in which repayments are in-
adequate owing to crop failure, and where there are in other respects
some signs of stagnation and demoralization. There is, I think, no
reason for apprehending that the assets represented by loans to societies
in these districts are irrecoverable, but it is to be feared that they
cannot be truthfully described as fluid. The difficulty of the problem
involved is fully recognised by the manager and the committee, and it is
to be hoped that it may be possible to take steps to put matters on
more satistactory footing ™ and in the Development Commissioner’s
review of this report we find :—

“The report seems to indicate that while the superstructure has
been most elaborately and carefully constructed an examination of the
foundation is necessary and that special attention should be devoted to
getting the agricultural credit societies which are the basis of the whole
superstructure into a thoroughly sound and business-like condition.”

84. In 1925 the manager of the Provincial Bank called the Registrar’s

. attention to certain unpleasant rumours which he

Tgfmgi‘l?il;;n said were in circulation regarding the Bank’s

financial position and stated that, in voluntary

Jdiquidation, it would have to recover approximately 75 per cent of its

outstandings to central banks and societies to meet its liabilities in full.

He considered this “a good margin to meet bad debts,” but, in view

of the fact that * Government accept the responsibility of valuing the

assets other than those certified by the Bank’s auditors and fix

the maximum borrowing limits within which the Bank is recommended

to lend,” he was of the opinion that some official statement should be
made by Government in the matter.

Government gave the support for the Provincial Bank asked for in

an official resolution on the report for 1925, in the following words :—
* The Burma Provincial Bank has maintained its reputation for

sound finance during the year. The superfluous resources alluded to in.
the Bank's Annual Report have been reduced since that report was
written, as a result of the lowering of the rates on fixed deposits. This
is all to the good. The Local Government is closely interested in the-
welfare of its chief financing agency and is glad to find the position, as
revealed in the Balance Sheet of the Burma Provincial Co-operative
Bank, entirely satisfactory.”

In an inspection note on the Provincial Bank dated 21st May of that
year the Registrar states :—

“ The whole movement has been suffering from the misguided
leniency of the Department during a prolonged period there has been too-
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much keenness to form new societies and too little determination to
reduce existing societics to a state of discipline.”
In the annual report for that year the Registrar states jmm

* Unfortunately the movement is at present clogged with bad
societies, and the first thing we have to do is to get rid of those which
show no possibility of improvement . . . . Most “D” class
societies which I have seen are already dead : it may look better to leave
them on the register to swell the figures, but their dissolution marks no
real decline in the strength of the movement. On the contrary the
movement will be stronger and healthier without them. Naturally
dissolution is a penalty which the Registrar is exceedingly loath to inflict,
and the deeper a society gets into the mire the greater is the temptation
to hope—against hope and, indeed, common-sense—that things will be
better next year. I am sure this is wrong. A society which in its
first two or three years shows no sign of becoming acredit to co-opera-
tion should be warned that unless there is a very great improvement after
next harvest it will be put into liquidation. If we had followed this
policy from the beginning we should have caught the bad societies
while their debts were still comparatively small, and their membership
intact ; there is little advantage to be gained by dissolving a society
whose bank-debt has been allowed to grow to Rs. 10,000 and half of
whose original members have absconded. It is, however, obviously
useless to keep such a society on the register, and we have now taken
.courage to grasp the nettle.”

In November 1923, the manager clearly foresaw trouble ahead, and
he resigned in Decembetr on the ground that he could not continue res-
ponsible for a state of affairs over which he had so little control.

In November 1927, the bank addressed Government with a request
that Government should guarantee the outstanding loans and overdue
interest but this was refused.

It would appear from the above that the bank has been aware of the
unsatisfactory condition of the movement and of the consequent danger
to its finances since 1921 and has kept the Registrar advised of its

.-opinions. It does not appear however that any Registrar fully realised
the danger of the situation or took any adequate steps to meet it. No
Registrar appears to have advxsed Government that any particular action
was-necessary in view of the seriousness of the position disclosed in bis
annual report, nor does the Development Commissioner appear to have
-attempted to control the situation in any way. A bare consideration of
the series oi reports should however have convinced Government of the

<case for strong action.

85. Though: the bank was aware that its financial position was being
seriously threatened, it took no steps to show the

The Profit and " : o
foss Aecount | true position of its 'aﬁax-rs inits bala_nce sh'eet and
- annual report. It continued to arrive at its: total
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revenue for the year by a method which has resulted in book protits °
being shown in years when its expenditure exceeded its real revenue.

In appendix V  will be found a statement showing the interest
earned each year and the interest nominally received. Owing to the
different methods, adopted in different vears (see Appendix VI) it has
not been possible to compile the figures for interest received (column 5) on
auniform basis. Up to 1923-21 the ﬁl,ures for overdue interest received
are included. From 1920-21 to 1925-26 this has not been possible.
In the last two years overdue interest for which provision had heen

made in the Compounded Interest Reserve is included. The figures
have however benefited by the fact that all cash receipts are in the first
instance allocated to interest, and we think that the amount received
from societies in liquidation, and other bad and doubtful societies,
which has been credited to interest (instead of being utihised in reduc-
tion of principal), considerably exceeds the amount omitted from the
figures. It seems clear to us therefore that much of the interest has
never been received and that in consequence the present amount
shown in the Balance Sheet as loans to societies includes a considerable
amount of accumulated intere§t which has been spent as revenue.

* L] * * [ ]

In a letter from the Registrar to the bank dated the 20th June 1927
we find the statement ** The receipts of the bank with a few negligible
exceptions consist wholly of interest. It is an elementary principle that
in calculating thé profits of a bank no interest should be taken into
account which, if it has not been received, is not certain to be
received.”

86. The auditors have at no time made any qualification -to their
report to the shareholders though in separate
reports to the Registrar they have drawn attention
to many defects. In their report to the Registrar of 1918 they
state that all the loans * have been duly authorised,” though they
state that a considerable number of societies ‘“had not complied
with the Registrar’s request as to the reduction of the loan from year
to year.” In 1920 they state ** that a number of the cash credit forms
which contain the Registrar's sanction for the loans were not available
for our inspection as they had been sent to the various unions for
completion.” They make a similar remark in 1921 and also state
** there are a number of societies whose loans exceed that authorised by
the Registrar.” In 1922 both these points are again referred to in
similar language except that ““ the maximumauthorised by the Registrar ™
is substituted for " that authorised by the Registrar.” A schedule of
such loans accompanied the report. In their report for 1923 they state

Work of the Auditors.
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*“ there are a large number of societies whose loans exceed the maximumy
amounts authorised by the Registrar,” and a schedule of these loans is
again fowarded. They also draw attention to the fact that many central
banks were not reducing their indebtedness and urge that pressure should
be brought to bear on the defaulters. In 1924 they again refer to the
large number of societies whose loans exceed the authorised maximum
(about Rs. 5 lakhs in all) and forward the usual schedule. They refer
to the increasing failure of societies to pay interest which they consider
is a sign of financial weakness. They forward a list of societies * the
authorities for whose loans were not available.” They draw attention
to the fact that many societies * have been in liquidatior for a number
of years and comparison with former lists show that neither the loans
nor interest in many cases are being paid off.” 1In 1925 they report ‘' that
liquidation of these societies is abnormally slow and drastic steps should
be taken to hasten these liquidations.” They forward a list of loans
to societies which they have been unable to check “ with the authorised
maximum as the authorities have not been' available.” They further
forward a list of societies * for which audit reports were not produced
to us ” and * where no assets were shown in the audit reports.” They
state : ** we rely on these audit reports as evidence that the debts due to
the bank by the various societies who have compounded their interest
are secured.” The manager of the bank informed the Registrar that
the auditors required a definite statement from him regarding societies.
whose outstandings exceeded their maximum limits. This statement the
Registrar refused to give. In 1926 they forward lists of loans which
exceed the authorised maximum, and also of those respecting which the
authorities were missing. They also forward a list of * crop " loans
that had not been repaid on due dates and state that “ no evidence
that the loans have been extended was in possession of the bank.,” In
1927 similar statements were furnished. They state‘in their report for
this year " we have examined some of the audit reports of these
societies who ‘have compounded interest and we found that in most cases
the excess of assets over liabilities considerably more than covers the
outstandings due to the bank.”

It is evident that the auditors have relied on the maximum borrow.
ing limits fixed by the Registrar in respect of the safety of the loans to
societies and have made it ¢lear to him that they have done so. They
considered their duty ceasec! once they had furnished the Registrar with
lists of loans which were not in accordance with his authorisations, etc.
It is also admitted by them that they made no change in their prachce
when the by-laws of the Bank were charged in 1923, * *
Apparently, however, they considered the Reserve Funds strong enough
to meet all possible losses. In 1926 they state : * In our opinion
these reserves adequately provide for any possible losses on loans
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Outst'lndmg on 30th June 1926,” and in 1927 they state : We have been
shown a letter from the late Reglstrar addressed to the Chairman,
Burma Provincial Co-operative Bank, Limited, in which he states that in
his opinion the total Reserves of the Bank should be large enough to
provide for a possible loss of 8% lakhs of rupees and we agree with this
view. The Reserves of the Bank therefore are sufficient at 30th June
1927 to cover estimated losses.” In 1928 they refrain from comment.
* L - * »
They recommended however the writing up of the Government
securities by Rs. 2,30,951-9-0 and they transferred Rs. 59,728-6-11 from
General Reserve to Compounded Interest Reserve so as to av01d showing
a loss in the accounts of this year. *- *

. In appendix VII we give the balances shown in the Loan Account in
the General Ledger ot the head office of the Provincial Bank from
January 1911 to December 1925. These figures nced weight-
ing to allow for increases in the balances due to the starting of new
societies, and. on the other hand for decreases due to the transfer of
societies lo central banks, which have been organised from time to time,
and to branches of the Provincial Bank which have been opened. It
has not been possible for us to make the necessary adjustments, but we
consider that the figures should have provided a clear warning to all who
had access to them that much of the money out in loans to societies was
practically dead. The repayments in Aprdl and May, which in most
parts of Burma should have been heavy owing to the sale of the crops,
are obviously very poor and it is clear that such amounts as have been
repaid have largely been reloaned almost at once. These figures have
been easily available : they only took us a few hours to abstract.

87. As shown above the managenrent of the Provincial Bank has for
some years held strong views regarding the
supﬁ{i‘;‘(‘i’“{) v thf’i‘;:;’;e;‘;: dangerous position to which the Bank was
publication. moving and has taken repeated opportunity of
impressing these views on the Registrar. We
can find nothing in the Bank’s annual reports however that would be
likely to convey any impression to the shareholders and depositors of
the real condition of affairs ; in fact we think the impressions obtained
must have been the reverse of facts. Presumably the management telt
itself justified in this policy on the argument that publicity would mean
the Bank's deathblow and, as regards the depositors, it seems to have
held that Government was responsible for any losses.

The statistics appended to the annual reports of the Registrar have
been prepared in such a way as to give quite a wrong idea of the position,
and it seems to us that depositors would have considerable justification

6
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if they quoted them as the reason for their confidence in the Bank.
Since 1922.23 the figures shown are :—

Disb - . .
xlrsle:::.e Reecipts. Profit and Loss.
Year. Lé)ans %nd
Loans to | SSPOSHS [ 1terest | Interest | T Amount
e recovered otal of
e S R e
Societies.
Rs. Rs. Rs. Rs. Rs. Rs.
1922.23 .. | 3294649 | 27,10,206 | 6,51,327 8,99,901 899,901 | 672,484
1923-24 ... | 2890,079 | 22,73,083 | 7,42,680 | 977,404 | 977,438 | 9,76,340
1924-25 ... | 23,72,560 | 24,57,636 { 7,58,730 | 995825 | 995943 ] 9.95943
1925-26 ... | 44,04,094 | 38,14,275 | 7,60,390 | 10,06,535 | 10,06,834 | 10,06,834
1926-27 ... | 50,34,092 | 49,15,353 | 7,62,979 | 10,64,838 | 10.65,27Z"| 10,65,272
1927-28 ... | 45,82,204 | 48,32,614 | 7,34,123 | 10,95,737 | 13,30,006 | 13,30,006

884 We stated above that earlier steps should have been taken to
enquire into the defects that had been brought
to notice and to seek for remedies. If suitable
action had been taken following the Registrar's
report for 1923-24 the present position might have been mitigated. It
does not however appear that the Registrar took definite steps to ask for
orders from Government until the 21st August 1927 when he approached
the Financial Commissioner and the latter submitted a note to the
Government of Burma. The Registrar again addressed the Secretary to
the Financial Commissioner on 26th September 1927 in a letter which
gives full details of the situation. He writes :—

“ He (the auditor) accepts the valuation of the members of the
society who have neither the time, skill nor education to make a just
estimate. In fact the estimate is a guess : it is compiled on inadequate
information with inadequate care : and in my opinion is nearly always
untrustworthy. ‘The only way in which Compounded Interest Reserve
can be enlarged to the required extent is by writing up the Government
Securities held by the Bank to their market value. This is an expedient
which should not be resorted to except in a grave emergency. It
might be justifiable if the business of the bank were on a sound footing.
But as I have shown in paragraph 7 above the bank has been working
at a loss for the last 5 years and unless drastic steps are taken the loss
next year will certainly exceed the Rs. 3 lakhs which it lost in11926-27."
The estimate made does not take into account the fact that all receipts

Registrar’s letter to
Government.
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are first allocated to interest which makes it higher. - ** I have therefore
considered whether I should advise the bank to wind up its affairs while
it is still, in the opinion of the auditors, able to meet its liabilities in full.
1 find that both the Bank and its depositors are of opinion that Govern-
ment will stand by the Bank in a crisis and will see that depositors get
back their money. For many years the advertisement of the bank
contained a caution that Government does not guarantee the debts of
the Bank ; this caution was withdrawn when Mr. G. E. Harvey, 1.C.S,,
became Joint Manager of the Bank and has not been replaced.”

The only action apparently which Government took was to depute
two Joint Registrars (1) to ensure regular payment of interest on loansto
the Provincial Bank (2) to reconstruct and speed up the backward
societies and (3) to promote the early establishment of district or
township banks in each of the districts. The Registrar pointed out that
the liabilities of the Provincial Bank would shortly exceed its assets
and suggested more drastic action. The Financial Commissioner
agreed ; but the original scheme was adhered to though it was agreed
to divert as many Junior Assistant and Assistant Registrars as were needed
to help in the work. This intensive effort to secure a reasonable amount
of repayment failed completely. The actual repayments secured in the
Sagaing district were Rs. 10,000 out of a total debt of Rs. 13 lakhs.

89. We have already referred to the uncovered cash credit for Rs. 14
lakhs which the Imperial Bank of India has -
granted to the Provincial Bank on the guarantee
of the Government of Burma, and we have suggested that the hope that
the Bank can make good its deficits within a reasonable period with the
help of this cash credit rests on a slender foundation. Apart from the
fact that we do not think the Bank’s earnings as a working institution
can cover its outgoings for some years to come and that some tine must
elapse therefore before anything is available to reduce the deficit, the
cash credit will not assist in balancing the Bank’s assets and liahilities.
It must appear in the Balance Sheet as a liability to the Imperial Bank
whereas, when our report is published, the assets must be reduced by
the amount of loans considered irrecoverable, or a Reserve Fund must
be formed for the amount which will have no corresponding assets.
The result of such a Balance Sheet must be the withdrawal of deposits
and the cessation of new ones. The only methods by which the Bank
can be kept alive are thercfore by a direct Government grant or by a
Government guarantee of depositors’ money. We have no particular
sympathy with depositors: they could not equitably expect 7 to 8
per cent. on deposits guaranteed by Government but we feel that the
~action and lack of action on the part of the Registrar and of Govern-
ment have prevented proper safeguarding of the depositors’ and
shareholders’ interests. Qur main sympathy is for such honest members
of societies as have suffered and are suffering under unlimited liability

Remedial Measures.
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and the union guarantee, and we are making proposals later in this
report whereby the hardship to them may be lessened with, we thmk,
an advantage also to the depositors’ interests.

90. We have condemned the system whereby the Provincial Bank
undertook the finance of primary societies. This
is the function of central banks. It remains to be
discussed whether it is possible or advisable for the existing Provincial
Bank to be reconstituted as a true apex bank.

The Maclagan Committee regarded an apex bank as necessary to
co-ordinate and control the working of central banks, forecast and
arrange for the provincial requirements as a whole and be the financial
co-operative centre of the prcvirce. Its main functions would be »—

(1) To attract deposits on more favourable terms than central banks
could obtain ;

{2) To balance surpluses and deficits in central banks ; and

(3) To borrow from commercial banks on the security of co-
operative paper.

In Burma the Provincial Bank has been entrusted with the control
of the fluid resource of the co-operative movement but we have already
condemned this course.

With regard to the above three functions :—

(i) The Provincial Bank has certainly in the past been very
successful in the attraction of deposits. It is clear to us however that
the success has been due to the high rates offered combined with the
idea that Government would come to the rescue of the bank in times of
difficulty. We are of opinion that whatever decision is rcw made the
responsibility of Government must be clearly defined for the future as,
if Government is to be responsible, high rates are neither justifiable nor
economic. If Government is to accept responsibility however the
cheaper course will be for Government to borrow the funds itsclf, and
lend them direct to the central banks rather than to support an institution,
which will add say 3 per cent. to the rate of interest to cover its
establishment expenses, etc., and cannot, we think, give compensatory
advantages. On the other hand, if Government does not accept the
responsibility, we doubt if the Provincial Bank will be able to continue
to attract deposits at present rates, especially after our report is published,
and even these present rates are too high to provide a sufficient margin
at the current lending rates to societies.

(i) Only one central bank has funds in excess of its requirements
for loans to societies at the present time. If the central banks confine
themselves in the main to cultivation loans, it is possible the number
will increase, though we think for some years depositors will be shy.
Central banks have however in many cases in the past preferred to
deposit any surplus with commercial banks, so that we do not think that
this function alone is sufficiently important to influence the decision.

An Apex Bank? «
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(iii} We should prefer to see the central banks dealing direct with
.commercial banks, as has been done in one case since 1923. The inter-
vention of the Provincial Bank must result in a higher rate of interest to
the societies and we further think that, if the central banks are brought
into direct relations with well managed commercial banks, the former and
the societies they deal with, will benefit by the punctuality in repayments
which will be exacted. The commercial bank should, we think, send
an approved representative periodically to central banks b orrowing
from it, who would inspect the books with a view to satisfying his bank
that the affairs of the central banks were be ing conducted on sound lines.
From the point of view of the commercial banks we think that the
intervention of the Provincial Bank does not strengthen the position.
“The capital of the Provincial Bank is in the main subscribed by the
.co-operative banks themselves 'and, although it averages risks to a certain
extent, it is not quite the same as capital provided from outside the
movement. Further the resulting higher rate of interest to societies
makes the risk of default the greater. Again a commercial bank should
‘be in a position to know at any rate approximately the amount of its
finance out in any particular crops ; if the finance is made through the
medium of the Provincial Bank it is difficult for it to know in what
districts its funds are invested and for what purposes its loans ar¢ being
used and it cannot tell the source of its repayments : if the finance is given
direct to the central banks these facts will be approximately known.

91. From the above it will be clear that in our opinion the Provincial
Bank is insolvent ; that it cannot be restored to a
state of solvency within a reasonable period by any
measure short of a large government grant, that its continuance as a
financing agency for societies scattered over so many districts is inadvis-
able and that it has no future as an apex bank. We therefore
recommend that it be ordered to be wound up forthwith.

Some suggestions regarding liquidation are contained in the next
‘chapter.

Insolvent.



CHAPTER IX.
THE PROBLEM OF LIQUIDATION.

92. We have given long and anxious consideration to this problem
both as it relates to the Provincial Bank and to the societies.

If Government accepts responsibility for the depositors’ money
the rate of interest should be at once reduced.
As already stated 7 per cent. to 8 per cent. is
. not an economic rate for Government guaranteed deposits. Depositors.

should be offered their money back immediately or the alternative
oi a rate equivalent to that at which Government can borrow. If
‘Government accepts partial responsibility only, the rate does not matter
as depositors will not get any interest, bul immediate action is necessary
‘to prevent full payment of deposits fa'ling due in the near future to
-the detriment of others. If Government accepts no responsibility
a similar position arises. )
‘ In the first case Government has the option of taking over the assets.
" of the bank and making its own arrangement for recoveries. In the
second the same arrangement might be part of the contract under
which Government accepts partial responsibility. In the third case the
Registrar will have the right to appoint a liquidator under the Act and
Government should give every assistance possible in the matter.

Provincial Bank.

» 93, The losses to be incurred by Government or by the depositors will
. . depend on the steps taken to obtain recoveries
P"maggc};lg:;_cred" from the societies. The following statements are
we think correct :—

(1) loans to members of primary societies have in general been based
on the repaying capacity of members over a period of years (in theory
not exceeding five) rather than on the value of their material assets,
whereas the maximum loans to the societies have been based to a large
extent on the total value of the material assets of members.

(2) the method of liquidation aims at the realisation of the
material assets and is not based on repaying capacity with the result
that when the assets (if any) have been sold the member is discharged
under all heads, viz., debtor, surety, unlimited liability and union
guarantee. This is of course the ordinary insolvency law, the protection
of which any debtor can claim.

(3) the material assets of members do not realise nearly their true
value in a forced sale even under favburable circumstances, and the
value obtainable, when a large number of forced sales are taking place
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at the same time, must be much below the true value, and many :)'E h{he
debtors as well as the creditor must suffer losses thereby;

It is obvious from the above that liquidation on ordinary lines will
anvolve both the Provincial Bank and many members of societies in
heavy losses and we have earnestly sought for some method of minimis-
ing them. 'We have not had time to make a detailed enquiry, and in
any case a new scheme can only be tested by experience of its working.
We therefore put forward the following suggestions very tentatively.

A large number of the societies in liquidation are we think beyond
assistance. Many of the members have disappeared and the rest have
very little repaying capacity, but even among these there are probably a
number of members who would prefer the alternative we now suggest
to a forced and summary sale of their property. It is probable that little
can be done for societies which have been in liquidation for two years or
more, or which have paid nothing for five years, except to complete
liquidation as quickly as possible. There are however propably
some societies recently placed under liquidation which will show better
recoveries if repayments by members are made on the basis on which
the loans were granted, ziz. on repaying capacity over a period of years.

There are also probably many societies not in liquidation the members
of which cannot repay their loans in the instalments now fixed. The
instalments were originally too large for their repaying capacity, many
of them are overdue, and interest has been accumulating. If however
instalments are reduced to small amounts at alow rate of interest spread
over a sufficiently long period of years repayment may be possible.

As already stated members of societies canat any time claim the
benefit of insolvency law, but on the other hand many of them stand to
lose if they do so in the low price which their land will fetch if a large
number of forced sales are proceeding throughout the province. Many
others, who under present conditions are trying to save themselves by
placing every obstacle they can in the way of recovery, maywe think prove
more honest and more willing to do their best if the instalments asked
are adjusted to their repaying capacity.

Our suggestion is that an effort be made to offer such members a
scheme of repayment over a period of yearsinstead of asking them to
dosoinalump sum, if in liquidation, or in impossible instalments,
if not.

If Government takes over the assets of the Provincial Bank the
scheme would be much simplified. The depositors can be paid in part
or in full as far as necessary out of money borrowed by Government.
The cost of such money would probably be between 5 and 6 per cent.

The first step would be for the Registrar, with the help of his Range
Officers, to estimate the repaying capacity of each society and, if it is neces-
sary to do so, to adjust the instalments of their loans accordingly. The
simplest course would be to equate the principal and interest into equal



( 88 )

annual payments. The amount of equated payment offered should be
low enough to tempt as many members into the scheme as possible ;
some of us think that aslow a rate as 12 per cent. will be necessary in
some parts. On the other hand there are obvious advantages in shorten-
ing the liquidation as far as possible : some of us think 10 years should
be the longest period allowed for repayment but others think that in
special cases this period may be exceeded. These two considerations will
necessitate a very low rate of interest. If Government can borrow at
5% per cent. the rate charged to societies should not, we think, be more
than 7 per cent : if the rate charged is 6} per cent. and the period 10
years, the equated payment would be 13'91. We have not however
had the time or the data for a full consideration of these details. Where-
ever members have unencumbered property, mortgages in favour of the
societies should be taken.

The immediate machinery for the above procedure must obviously
be the Co-operative Department though, as Government financial
interests may prove to be deeply involved, all other departments should
be called in to assist, and the Financial Commissioner will presumably
control such co-ordination.

It will be necessary to make provision for cultivation loans as, if the
members have to seek these outside their societies, the terms will be
onerous and will reduce their repaying capacity and to this extent will
militate against the success of the scheme. We hope that it will be
possible to arrange that this finance is supplied by central banks formed
in each district but in the meantime we suggest that Agricultural loans
be granted to the societies or that the Registrar be authorised to endorse
their pro-notes in favour of a commercial bank. Such loans should be
kept quite distinot in the societies’ books from the long term loans under
liquidation.

A further advantage might we think reasonably be offered to societies
which accept the scheme we propose, viz. release from liability under
the union guarantee. The evidence we have received is to the effect that
this guarantee is proving useless in liquidation under the present system,
s0 that relief from it is unlikely to release any security of material value.
On the other hand it would be obviously unfair to hold societies which
accept the offer liable for societies that do not. Under such conditions
we do not think the scheme would work. In certain cases it might even
be equitable and to the advantage of the scheme to release members
from their responsibility under unlimited liability. The problem is
however a different one from that of the union guarantee. We have
proposed that the latter. be discontinued but unlimited liability must
remain as the basis of the rural credit societies : anything therefore that
affected the sanctity of the contract as regards past transacticns might
weaken it as the basis for the future. Any such relief can therefore only
be given with great discretion.
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It is doul'tful whether any claims under the union guarantee or under
" unlimited liability can be released unless Government takes over the
.assets of the Provincial Bank as, even though as a security they may be
useless, creditors may raise objections.

From our chapter on Central Banks it will be écen that many of these
‘banks have similar problems to face and we think thatthe adaption of
the above proposals to them is also worthy of consideration.



CHAPTER X.
LAND MORTGAGE BANKs.

94, There is general unanimity in all Indian provinces that primary
credit societies are led into long term loan business
owing to the absence of any alternative sound con-
trolled source of long period credit, and that these loans are a danger
requiring special precautions. In Burma the question has for long
received consideration and has been subject to close inquiry. In a note
prepared for the Royal Commission on Agriculture, Mr. S. G. Grantham,
I.C.S., wrote: “ The need of agriculturists for long term credit has
engaged the attention of officers in Burma for many years. As long ago
as 1905 a proposal was made to establish an Agricultural Bank of Burma
on the lines of the Agricultural Bank of Egypt. Co-operative circles
in Burma have been discussing land mortgage banks since 1917, and
made them a subject for a sub-committee of the provincial co-operative
conference in 1919. . . . In 1920 a conference of representative
people was held in each important district to advise on the utilization
of the profits of the war time Rice Control with reference to the needs
of the district ; several of these conferences included amongst their
suggestions the establishment of banks, described in some districts as
‘land mortgage banks’ and in others as °agricultural banks to lend
money for land purchase at low rates of interest’ or by similar terms.”
In this note Mr. Grantham gives a very interesting account of the
history of the question up to the time of writing (1927).

History.

The first societies on a land mortgage basis were founded in
Mandalay district in 1922 ; they were special societies to meet a parti-
cular local purpose. In 1924 the local Government placed twoand a
half lakhs at the disposal of an officer on special duty to provide furds
to start land banks; nothing was done by these mortgage societies as
different views were entertained of the type which would prove most
suitable to the local conditions of Burma, and the great care needed to
work out a sound and suitable type has occupied much time.

The result of this prolonged deliberation was embodied by
Mr. Grantham in his * Burma National Mortgage Bill ” of 1927. Mean-
while there had been held at Bombay in January 1926 a Conference of
Registrars of Co-operative Societies, at which Burma was represented by
its Registrar, which passed a detailed resolution on the subject. This
resolution, it is well known, was drafted in considerable measure by
Mr. C. F. Strickland, 1.C.S., who had studied the question during two
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.periods of deputation in Europe as well as in India. It reccived the
full support of the Royal Commission and with one exception it has met
with the approval of Mr. Grantham, '

The Royal Commission made a number of recommendations in
amplification of the resolution and these also have met with general
approval.

95. The present position, as we understand it, is that the Government

Present Proposal. of Burma propose to make a beginning with two
mortgage banks as an experiment ; these insti-

tutions will be registered under the Co-operative Societies Act and will be
founded in general on the lines recommended by the Royal Commission.

We think it desirable to state at once that in our opinion it would be
vain to hope for any immediate relief from the present crisis in the
co-operative movement from the establishment of land mortgage banks.
Elsewhere we have suggested a long term repayment scheme based
upon mortgage security for societies in liquidation and it may be that .
ultimately this scheme will fit in with the land mortgage banks ; but the
two schemes should not be amalgamated at this time. It is obviously
desirable to begin the land mortgage banks under the most favourable
conditions obtainable, and not to tie them from the start to societies or
bodies of co-operators who are practically insolvent ; members for the
new institutions must be carefully selected and choice would not
naturally first fall upon those who have shown inability or unwillingness
to fulfil their contracts with the ordinary village societies.

96. We recommend that experiment be made to establish land
mortgage banks in two selected districts. The area
of operations should be a township or other similar
convenient unit ; it should not ordinarily be more than half a district as
otherwise the control would become too dispersed. We think that in
‘order to secure the utmost simplicity in the early stages, these banks
should deal directly with individual borrowers whose liability shauld be
clearly defined.

Area of Operations.

97. In Madras and the Punjab members must take shares, and the
Registrars’ Conference, supported by the Royal
Commission recommended this. Mr. Grantham
fears that the insistence on share capital might deter members from
joining and so militate against success; in his scheme the liability of
members was not easily defined and we think that it would be better to
commence the experiment with a capital founded on shares. These
may be small, about ten rupees each, they should be fully paid and
members should be made to take up a number based upon their borrow-
ings such as one share of ten rupees tor every five hundred or fraction
of five hundred rupees borrowed. When any member no longer owes
any liability to the bank as borrower, surety or otherwise, he should be
allowed to sell his shares through the bank, but not otherwise.

Shares and Dividends.
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Madras allows a dividend not exceeding 8 per cent., the Punjab
:allows none, all profits being carried to an indivisible reserve fund which
must be invested outside the bank and maintained as security for
creditors. In the absence of any considerable practical experience of
this new type of institution in India, and in view of the novelty of land
mortgage debentures we think that all profits should be placed to reserve
and invested outside the bank. There may arise good grounds for
altering this policy later, but until debentures have gained the conridence
-of the public we think that every practicable measure should be taken
to inspire that confidence. If our recommendations are adopted, there
:should be considerable additional cover available when the -time comes
‘to invite public subscription to debentures.

It is objected to this course that the cost of borrowing will inevitably
‘rise as instalments of principal are paid off because the interest earnable
-on the value of the shares must be spread over the sum borrowed, and
the latter declines with tepayments leaving the same amount of interest
to be spread over the smaller sum. To this there are two answers : one
that the interest to be charged is so small compared with rates obtain-
:able elsewhere that the addition is not material, the other that the
objection may be got over by allowing the borrower to sell his excess
-shares to other members (through the bank) as his outstanding loan gets
less. It is also to be remembered that in the early stages of a loan the
security is not so good as it becomes later by reduction of principal and
the extra payment on account of share capital may be regarded as cover
for the extra risk.

98. The maximum amount of loan contemplated in the Burma National
Mortgage Bill was ten thousand rupees ; in Madras
it has been placed at one thousand rupees or three-
fourths of the estimated net income from the land mortgaged as security
-during the period of the loan (subject to the thousand rupee maximum).
In the Punjab the maximum for the first five years is not to exceed thirty
times the land revenue of the land mortgaged. In Burma it is contem-
plated that the ordinary loan will be about a thousand rupees, but from
our inspectioris of societies we gather that there will be a demand for larger
:sums; and the Madras Committee recommended that the maximum there
.should be raised to five thousand rupees. In the Punjab, where the
.average loan granted is less than Rs. 2,000 the new proposal is that there
‘be a maximum of ten thousand, and banks are being persuaded to restrict
themselves for the present to a maximum of five thousand. From the
above it will be seen that such experience as there is favours a low maxi-
mum in the early years and we would suggest the Madras Comnmittee’s
figure of five thousand until experience is gained of the working of the
system. This was Mr. Grantham's intention in submitting his proposal.

Amount of Loan.
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99. The amount of loan is limited by the period as it should represeng
so many years’ repaying capacity. The Burma
National Mortgage Bill imposed a limit of twenty-
five years ; but Mr. Grantham’s idea was that a limit of about fifteen
years should be observed in ordinary practice. The Madras by-laws fix
twenty years and the Committee recommended an outside maximum of
thirty. The Punjab by-laws fix twenty years, but loans are not usually
given for more than ten years, and the Registrar (Mr. Darling) remarks
in his last report that “at the outset these banks will be well advised to
confine themselves to the class of business intermediate between the
short-term loan of the ordinary credit society and the long term loan of
the western mortgage bank. To pass straight from the one to the other
may very well end in failure, if not disaster.” We are inclined to agree
with this view and would as a rule limit the period of loans to fifteen years
until further experience was gained. There should bea fixed maximum
of twenty-five years beyond which no loans should be granted.

100. In the National Mortgage Bill the initial capital of every bank
is to be provided by the Government as a loan, and
it was hoped that this might be free of interest for
the first few years. InMadrasthe separate small regional banks tried to
issue debentures and Government undertook to take up these to the same
amount as the banks sold in the open market. The Committee on Co-
operation recommended that debentures should only be issued by a central
land mortgage bank and the Royal Commission supported this but
dissented from the idea that Government should subscribe. In the
Punjab, Government is prepared to advance loans direct to the individ-
ual banks (covering a tehsil or township) but the Provincial Bank has
floated debentures as well. Of the total capital (185 lakhs) of the eleven
banks at work, 8'13 lakhs have been advanced by Government 217 lakhs
by the Punjab Co-operative Union from a special fund, and 6'77 lakhs
by the Provincial Bank, while, 1'46 lakhs represents shares, reserves and
profits. The local Government advanced 6 lakhs last year and is
prepared to advance another 8 lakhs this year at 5} per cent. interest.
The Royal Commission stated: * if funds from State sources are needed, a
simple loan offers the most suitable means of providing them ; the Co-
operative Acts provide special facilities for the recovery of such loans
and the risk of loss would be small.”” We recommend that in the
early stages the fund should be provided by simple Government loans
under the Co-operative Societies Act. Presumably power will be taken
under the constitution of the banks to accept long term deposits on terms
suitable to the class of business contemplated.

101, As the number of land mortgage banks increases, it will be possi.
ble to advance a stage further with the structure
outlined in the National Mortgage Bill and to consti-
tute a central land mortgage bank at Rangoon. The chief function of

Period of Loan,

Government Loan.

Debentures.
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this will be to issue and control debentures, to finance the operations of
the township banks beyond the stage of the Government loan. Actually
the two sources of funds must for a time continue together. The terms
on which these debentures should be issued must depend upon the
<aprice of the market in which they are to find buyers. They would be
secured by a floating charge on the whole assets of the central bank
which would consist for the most part of the mortgages transferred to it
by the township banks, but the latter should also assign to the central
bank its assets in the way of owned capital, etc.

There are two bases on which debentures may be floated ; in the one
adopted in the Punjab and Bombay the debentures are redecemable at
the option of the bank after twentv-five years, and must be redeemed
‘within -thirty-five years. The proceeds of the debentures become the
permanent capital of the bank, and the claims of the holders are met out
of a sinking fund made up of accumulated profits. Under this scheme
the proceeds may be re-issued as borrowers repay their loans to meet
new business, the bank being responsible to see that its sinking fund will
.grow sufficient to meet the demand upon it when the debentures mature.

In the other system, the debentures are linked up with particular
mortgages and are repaid out of the repayments of the loans. The
principal sum is thus held at all times earmarked for the redemption of
‘the debentures. The procedure is thus described in the report of the
Madras Committee : “ Each year the bank should issue six months’
notice of the quantity it wishes to redeem. If a sufficient number of
.debentures is not voluntarily forthcoming for redemption, the debentures
up to the required amount may be retired by drawing lots. The bank
may offer cash or new bonds up to the value of the bonds so redeemed,
but the debenture-holders should have liberty either to accept or to
refuse the new bonds, and to demand payment in cash.”

In both systems bonds, especially when available below par, may be
purchased out of the sinking fund.

At the present stage it is not possible for us to determine which
system is most likely to prove popular ; it is not necessary that the issue
.of debentures should be confined to one type ; when the time comes
.careful inquiry should be made into the comparative prospects of the two
systems.

102. In the Punjab and Bombay, the local Governments have guaran-
teed interest only for the maximum term of the
bonds and have entered into an agreement with the
-issuing bank whereby a sinking fund has to be kept with trustees and the
Government has power to intervene whenever the bank defaults in the
payment of interest. Government is thus in a position to protect the
assets with the object of ensuring that the principal sum will be duly
:repaid on maturity. In their report the Madras Committee recommended
this guarantee of interest only for five years. .The Royal Commission,

-Government Guarantee.
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which had the advantage of studving the Madras report before arriving
at its conclusions, supported the Bombay and Punjab system of a
Government guarantee of interest during the life of the bonds. as they
regarded this as ** the best means of encouraging the investment of long-
term money in land mortgage banks’ The National Mortgage Bill
gives power to Government to guarantee both principal and interest, but
this was intended more to fix a maximum limit to Government’s total
liability than to create a power to assume more.

We are inclined to think that a Government guarantee of interest
throughout the currency of the bonds will be the most suitable mode in
which State aid can be granted, but we recognise that the decision must
depend largely upon the market at the time of issue.

In view of the recommendations that Government should advance
the necessary funds in the early stages, we think that there should be a
clear declaration that Government is in no way responsible for any losses
incurred beyond the amount of its own loans, and that its responsibility
to debenture-holders is strictly limited to whatever it is prepared to
guarantee.

103. In Madras, the by-laws confer power to demand sureties in
addition to mortgage of property ; in the Punjab two
sureties are necessary in all cases. The Burma bill
did not prescribe personal sureties in addition to the mortgage.

The personal surety has valuable duties and should relieve the
Managing Committee of much unpleasant work when borrowers are
about to default. We think that, if practicable, sureties should always
be demanded.

104. The difficult matter of remedies against defaulters remains to be
Powers of Recovery considered. If the banks are registered under the
Co-operative Act as is contemplated, then the bank

will resort to the arbitration procedure and secure an award which can
be executed as a decree. In the Punjab, the bank has no special powers
and can only take possession of the land and farm it out; in Madras
a rule has been framed under the Act [section 45 (2) () of the Indian
Act corresponding to section 50 (2) (I) of the Burma Act] enabling the
award to be enforced as arrears of land revenue on a requisition to the
Collector of the District by the Registrar. In the National Mortgage
Bill, clause 53 (2) it was proposed to give the bank power to sue for sale
of the property mortgaged and to secure a decree for immediate sale,
the Court having discretion only to delay sale for one month ; moreover
the bank could issue a certificate to the Deputy Commissioner where-
upon the Deputy Commissioner could proceed to recover as if he were
a Court empowered to execute such a decree. Such a sale was to
confer on the purchaser title free from all encumbrances ranking
subsequently to the national mortgage. It will be noted thatin all cases
the first step is to get an award which is to be executed, so that there is

Sureties.
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still the door open to objections althotgh the scope is very limited. The
Madras Committge considered that a power of sale without recourse to
courts was necessary if debentures were to be popular and marketable ;
they recommended that rules should be framed for the issue of due
notice of the intention to exercise the power of sale. for due publicity
of all proceedings connected with the proclamation and conduct of the
sale, and for the postponement of sale when the highest bid for the
property is not adequate. They further recommended that the sale
should be conducted through the agency of the Registrar, or an officer
authorised by him, or such other officer as Government may prescribe.
Mr. Stocker, who was a member of that Committee, is strongly of opinion
that some such power of sale without recourse to court is essential. We
do not know how provision could be made for this suggestion or to what
extent it would differ in practice from the summary procedure designed
in Madras, but consider that it should receive careful consideration at
the hands of the legal advisers to Government with a view to adoption
if the legal obstacles are not too strong.

We are further of opinion that the by-laws of the banks should
provide that immediate steps for recovery must be taken if any instal-
ment is three months overdue. We are afraid that, if any discretion
is left, extensions will become the rule instead of the exception.

We received evidence in the villages to the effect that members
would not object to provisions for immediate summary recovery in the

_manner we suggest if it enabled them to obtain long-term loans on
reasonable terms of instalments and interest.

‘We foresee that occasions will arise when a price sufficient to cover
its dues cannot be obtained for the land and the sale must be.postponed.
In these cases the bank should sell as soon as any offer is received
which is sufficient to cover its dues. The bank should endeavour not to
hold any parcel of land for more than twelve months. At the end of
a year the loan must be treated as a bad debt.

105. In the above paragraphs we have attempted to state our conclu-
sions based upon such examination of the problem
as we have been able to make within the time at our
disposal. We wish to add a word of warning against any idea that land
mortgage banks even on the most carefully thought out scheme can be
organised in a short time. In the course of our examination of this
subject as well as in our inspections of societies, it has been abundantly
clear that while there will be many willing to borrow there will not be
the same anxiety to repay. It must be remembered that most of the
loans will be for the transfer of old debt to a new basis, so that the
~ prospective borrowers will largely be drawn from a class addicted to
‘debt. If the loans were always for carrying out improvements to land,
which would provide funds for their own redemption, the prospect

A Warning.
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would be brighter, but we have Mr. Dawson’s experience that large
loans are not being taken for this purpose but that most if not nearly all
are for redemption of old debt. The present proposal is to organise
two barks in different districts and we agree that steps to this end
should be taken ; it must not be expected that much opportunity for
investing large sums on really sound lines will be found at once. The
experience of both Madras and the Punjab indicates how slow progress
is likely to be. The oldest land mortgage bank in India, that at Jhang
in the Punjab, has advanced less than six lakhs in eight and a half years
and has only three lakhs outstanding. Dawson’s Bank has a longer
history which clearly illustrates how slow and cautious must progress be
if the business is to be conducted on thoroughly sound lines. The
clients of the banks we contemplate will be smaller men than those who
deal with Dawson’s Bank, and in the early stages great care will be
"necessary to make sure of the titles to land ; there will not be the
experience nor the trained staff which many years have gained for
Dawson's Bank and without these it would be rash to press progress
too fast. Proper verification of title postulates a well trained staff,
and a well trained staff cannot be created by a stroke of the pen. The
effect of moving in advance of such a staff can only mean that titles will
not be thoroughly investigated, with the inevitable result that assets
will prove as imaginary as they have proved in the case of the long-
term credit of existing rural societies. The whole technique of title
investigation will have to be worked out before the training of officers
can be begun.

On other matters we think the banks should follow the usual ‘well
tried lines, but there are two points which will need to be considered.
The first is whether in the initial stages it would not be wise to provide
for a Government nominee on the managing committee of the township
banks and the other is whether the debenture-holders should be repre-
sented on the governing body of the central bank.

In regard to the first suggestion we think such provision should be
made and should be taken advantage of whenever found necessary and
when a suitable person is available.

As regards the representation of debenture-holders we feel that
sufficient experience has not yet been gained as to the occasions in
which such a provision would prove useful or desirable. Presumably, if
Government guarantees interest on debentures, it will take power to step
in and assume control as soon as the central bank defaults in payment,
and this will probably be sufficient to allay any weakening of confidence
amongst debenture-holders.

Land mortgage banks, like any other financial institutions, must
conform to business rules, and we feel we cannot express our opinion
too strongly that danger must result if other considerations influence
the wor;{ing of the banks.



CHAPTER XI.

THE STAFF.

106. For the last seven years the staff of the Department has consisted
of a Registrar, two Joint Registrars from the Indian Civil Service, ten or
eleven Assistant Registrars, a Chief Government Auditor and 32 to 35
Junior Assistant Registrars. In addition there have been a number of
prébationary Junior Assistants. The maximum number of societies haa
been 5,563. The Maclagan Committee recommended a scale of one
super-auditor to every 200 societies and one Registrar (i.e. officer
exercising any of the powers of a Registrar) to every 1,000 societies, so
that on this scale the staff should never have been higher than one
Registrar (with possibly one Assistant in the shape of a Joint or Deputy
Registrar), 6 Assistant Registrars, and 28 Junior Assistant Registrars.
‘Thus so far as numbers are concerned the staff has never been below
the strength recommended. The Punjab with nearly three times as
many societies has one Registrar, three officers of the Joint or Depaty
Grade, 15 Assistant Registrars and 109 Inspectors ; the scale adopted is
one. Assistant for every 1,000 societies, and: one Inspector for every
200. (The actual number is increased owingz to special posts such as
control of consolidation of holdings, work amongst women, etc.)

The first obvious comment on the staff is that it is top heavy.
Recently three appointments of Deputy Registrar were sanctioned and
have been filled: We were unable to find out for what duties these
appointments were made. They were not asked for by the Registrar,
The immediate result was that the Registrar found himself with
five assistants of theJoint Registrar and Deputy Registrar type supervising
11 Assistant Registrars who. were. in‘ their turn ‘supervising 35 Junior
Assistant Registrars. This surplusage was. got rid of by re-organizing
the Province more on the lines of the. Maclagan Committee into
five charges, with this big difference from the other provinces that instead
of a charge being held: by an. Assistant Registrar on Burma Civil Service
rates of pay it is now held!by a. Joint or Deputy Registran. Assistant
Registrars were placed on a. par with Junior Assistant Registrars as
Range Officers. The heavy burden of. liquidations made it possible to:
utilize the services of Assistant Registrars as well as of Junior Assistant
Registrars as Range Officers.

We believe that as the present heavy burden of liquidations is
reduced there will be opportunity to diminish. the staff, but for the next
two years:we recommend that the present strength of Charge and Range:
Officers be retained. When conditions have become more normal- and)
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‘the members of the staff have acquired the better training which we
‘recommend, we think that the scale to be adopted should be :—
One Registrar ;
One Joint Registrar as a general assistant when required ;
One Joint or Deputy Registrar (Charge Officer) for every
thousand or fraction of a thousand societies ;
One Range Officer for every 150—200 societies.

It will be noted that even this staff will differ from that to be. found
in any other province in the higher grade of the officer to be placed in
charge of a thousand societies. We are assured that local conditions
justify this and that the present grade of Assistant Registrar promoted
from among the Junior Assistant Registrars is not as a whole competent
to perform the duties of similar officers in other provinces, for instance
one of the three promoted Deputy Registrars now holding charges is not
considered fit to be entrusted with any of the powersof a Registrar. At
‘the same time for so long as the Deputy Registrar is an officer of no
particular educational qualifications who has risen from the bottom to
the grade of Assistant Registrar we think that the needs of the case
would probably be met by the grant of a suitable charge allowance (as
is done in the Punjab) and that the creation of a special cadre of Deputy
Registrars is unnecessary. An able Assistant Registrar has always the
-chance, as a member of the Burma Civil Service, of being appointed
to hold a listed post of Joint Registrar. We see no objection to a Joint
Registrar appointed from the Commission, provided that he is not too
senior, being placed in control of a charge. It will afford him a
thorough training in co-operative administration and it might be found
convenient to pass comparatively junior officers through this training
with a view to their coming back as assistant and ultimately as successor
to the Registrar,

The present so-called Range Officers are composed of the two classes
formerly styled Assistant and Junior Assistant Registrars. If these are
not competent to perform any of the duties of Registrars, their title
shonld not include the term ‘ Registrar *as this leads to confusion
outside Burma.

The numbers of officers both in Provincial and Subordinate services
will require adjustment when the number of charges is reduced, and we
merely remark here that in view of the nature of the duties of a Range
Officer the proportion on the comparatively high Burma Civil Service
rates of pay appears high. It is for consideration whether these two
services should be combined in a single cadre on a common time-scale.

The Joint and Deputy Registrars should be given as full powers of a
Registrar as they are competent to exercise. The Range Officers should
not be given any powers under the Act, Rules or By-laws, beyond the
authority ta inspect, ¢all for books, accounts, etc. Their success should
depend upon their personal qualifications rather than on any executive
.authority.
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The Chief Government Auditor at headquarters performs no useful
function as such, but he is also head of the training branch. We recom-
mend that he be retained in this latter capacity and undergo such a
thorough education in all that makes for success in co-operative insti-
tutions that he will be competent to carry out the duties we propose to-
~ assign to him.

The foundation of the official staff should be the Range Officer ; as
far as practicable, he should be selected from amongst graduates in
economics or from Diplomates of the Agricultural College ; preference
should always be given to candidates from the rural classes and anyone
with pronounced urban bias should be rigorously excluded from the
rural side. Provided that the pay is on an incremental scale, the
opportunity of rising to a post of Deputy Registrar with the chance for
a man of particular ability of holding a listed post of Joint Registrar,
should provide sufficient incentive to good work. A small number of
posts may be given to exceptionally deserving and competent men of the
auditor class who succeed in passing the same examination as we
suggest should be required of the candidates for direct appointment.

There does not appear to be any regular systematic training for
candidates for the post of Range” Officer, and we recommend that the
Punjab system be adopted (with such modifications as local conditions
require) until one more suitable can be evolved. This scheme has the
advantage of being based on long trial and experience, and so is more
likely to prove satisfactory than one prepared de novo. In order to
diminish the difficulties of introducing such a scheme, we recommend
that two members of the staff of medium seniority be sent to the Punjab
for six months training, to include the four months special course to
‘lectures in co-operation and rural economics; unless this experiment
prove discouraging it should be repeated for two more years in order
to provide a nucleus of highly trained men who should be able to
improve the educational qualifications of the rest. Oneof the first to be
:sent should be the officer who is to be in charge of training.

Candidates for Range Officer will under this scheme undergo at least
fifteen months’ training before appointment but their education should not
stop atthis. The success of any attempt at economic uplift depends
largely on the continuous influx of new ideas ; a leader in co-operation
‘must be as careful to keep his reading and study up to date as any
professional man, and to ensure this there should be regular refresher
courses for the staff, with lectures given by selected members and with
every encouragement to reasonable criticism from their fellows. At
present the absorption of the staff in the work of liquidation seems to -
have led to a certain amount of rustiness in their knowledge of matters
co-operative which would be fatal to all attempts at fresh propaganda,.
and it will be necessary to insist upon study by the senior members as-
well as by candidates.
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We have spoken of the Range Officer as being the foundation of the
official staff ; his main function should be the educatiou and training of
the people in co-operative principles and in everything necessary to
ensure success in whatever directions the applications of those principles
may take ; he is primarily responsible for the supervision and training of
auditors and for rendering assistance to honorary workers in the more
difficult problems that confront them. His work should lie almost
entirely within the villages where societies are found ; he has to study
their cconomic position, the causes of their economic troubles and the
remedy to be applied wherever this can be done on co-operative lines.
He must train himself to be an expert in village life, and must know
where to procure advice on matters outside his own sphere but vitally’
important to the cultivators. It is for him to prepare the ground for
visits from the agricultural, véterinary and public health staffs in so far
as their work concerns directly the economic position of the village.
He should for this purpose keep in close touch with the officers of these
departments, visit demonstration farms, understand the policy of com-
bating cattle disease, and march abreast of his colleagues in these sister
departments in' all their efforts to improve rural conditions. It is not
intended that he should attempt to secure a smattering of technical
knowledge, but he should know what kind of benefits are available to
those willing to adopt skilled advice, where this advice can be obtained
and when it should be sought. Equipped with intimate knowledge of
rural affairs, he should regard himself as the best friend of the cultivator
and should seek to secure for himself this position amongst the people.
A well educated, highly trained man in full sympathy with the difficulties
.of village life should have little difficalty in procuring adoption of well
thought out schemes, such as, for instance, controlled eredit as exem-
plified in the rules and by-laws. To such a man power to enforce an
opinion would detract from his usefulness ; the decision must always
rest with the people if the success is to be lasting :; they must be
pursuaded that the advice is good and must.adopt it because it is good,
not because it is an order from above.

The chief object of the superior staff should be to improve in every
possible way the usefulness of the Range Officer, to check his work, seek
for defects and apply remedies, to equip him with arguments, answers
to difficulties, and sound advice on his work. There are so many ways
-of doing things wrong, and bad teaching is so apt to be fruitful that no
pains should be spared by the superior staff to make the Range Officer
thoroughly competent in every way to perform the duties allotted to him.

We think it will facilitate the introduction of this scheme of training
Range Officers if opportunity can be given to the Registrar and senior
Joint Registrar to visit the Punjab alternately next cold weather with

-a view to their studying methods and results and selecting whatever they
.think would prove of value to Burma. It is not suggested that methods
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can be transferred en bloc or that every remedy found effective in one
province will prove equally effective in another : but the majority of the
.recommmendations made in this report regarding the detailed working of
credit societies are in ordinary everyday use in the Punjab, and their
cumulative effect can be studied and their suitability for the special
conditions existing in Burma can be judged.



CHAPTER XII.

SOME LEGAL MATTERS.

107. In the course of our inquiries, some defects in the Burma Act of
1927 have come to our notice and we think that early steps should be
taken to remove them.

The first relates to the omission from section 9 of the provision
in the corresponding section of the Indian Act
empowering the Local Government to confer on
persons appointed to assist the Registrar all or any of the powers of the
Reistrar.

The words do not appear to have been omitted for any particular
reason and we are of the opinion that the Local Government - houild have
this power. It is desirable to confer on Charge Officers as many of
the powers of the Registrar as they may be competent to exercise (cf.
paragraph 106, page 99) partly to set the Registrar free for his more
important duties and partly to make these Charge Officers realise their
responsibilities for the work under their care. _

108. Sections 20 and 21 prescribe that in certain cases a society with

. . limited liability shall pay the value of the share of
Reduction of Paid-up .. R
Capital. a deceased member or of a liquidated society to
the nominee or liquidator. This in practice has
involved a reduction of paid up capital (¢f. paragraphs37, 62, and 75) in
cases where this capital is cover for the depositors, and is contrary both
to the Indian Companies Act and to banking law. The Industrial and
Provident Societics Act, section 19 (1) prescribes that * No registered
society which has any withdrawable share capital shall carry on the
business of banking.” We suggest that to these sections there should
be added a proviso to the effect that nothing in them should be read
as authorising any society with limited liability holding deposits or loans
to reduce its paid up capital. The original Indian Act did not authorise
such reduction. The exact form of words is of less importance than
their legal effectiveness in preventing the reduction of the assets which
are the security for creditors.

109. The proviso in clause (2) of section 26 appears to confer on
members an easy method of escaping liability where
the society contains a wealthy member ; all they
have to do is to resign membership one day before
the society is wound up and they are then exempt from all trouble from
the liquidator so long as he can recover the sums due from the wealthy
members.

Powers of Registrar.

Liability of Past
Members.
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It is probable that the intention was to confine this clause to societies
with limited liability where past members are responsible for very littles
but the wording does not seem to us to secure this.

110. In section 45(1) the Registrar has discretion to wind up a society
Societies unable to asa resul.t of an inspectio-n carrie.:d outat .t}.xe ins.tance
pay Debts. of a creditor and there is nothing requiring him to
do so if the society is failing to pay its debts. We
found that the Provincial Bank repeatedly called upon the Registrar
to inspect societies under this section when it found itself unable to
recover its loans, but it does not appear that effective measures were
taken by the Registrar to recover the loans or to liquidate the societies.
We are of opinion that if it had been compulsory upon the Registrar to
put into liquidation societies which failed to repay their debts to the
Provincial Bank, action would have been taken years ago which would
have in large measure diminished the intensity of the present crisis.
In the case of companies registered under the Indian Companies Act
(cf. section'163) if a creditor to whom a company owes a sum exceeding
Rs. 500 serves a demand which the company neglects to pay for three
weeks, the company shall be deemed to be unable to pay its debts and
may be wound up by the Court. The former Registrars whom we
examined agreed that a Registrar was morally bound to liquidate a
society which was unable to pay its debts, but there is a dangerous
lodphole in the uncertainty as to when a society is unable to pay. In the
case of companies, the issue of a demand brings matters to a head and
neglect to pay becomes inability to pay. The Provincial Bank frequently
issued such demands upon societies but without result. We recommend
that the Act should be amended so as to make it clear that, whereverin
the course of an inquiry under section 43 it appears that a society is
neglecting to pay sums due, the Registrar shall ordinarily order the
society to be wound up. Section 48 (1) confers upon the Registrar
power to cancel an order for winding up for good reason, and this power
could be used when the petitioning creditor was satisfied. We think,
however, (cf. paragraphs 34 and 64) that it is the duty of the Registrar to
"satisfy the creditor of an indebted society whenever such a creditor asks
for an inquiry.

111. The Indian Act (section 19) conferred on a society a * prior
claim’ in respect of certain property of members ;
the Maclagan Committee recommended that this
might be altered to a first charge and the Bombay Act has done
this. In Burma the section has been omitted altogether as the prior
claim was oflittle value and was never enforced, and the * first charge’
was not provided as it was not certain what the effect would be. In
Bombay the privilege has not been enforced in any proceedings
so that its value in Court has not been ascertained. The section

Society’s Charge.
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provides that the claims of any boma fide purchaser or transferee.
shall be unaffected. We agree with this provision as we feel that a
charge entitling a society to follow up produce or its proceeds in
the hands of bona fide purchasers would result in reluctance on the part
of purchasers from dealing with the produce of co-operators except at a
discount. The value of such a charge, however, would appear to be
mainly a moral one. In this report we have stressed the importance of
loans for cultivation purposes and we think that some definite provision
-should be sought to secure prompt repayment out of the gross produce
‘at harvest. Such protection is afforded in the English Agricultural
Credits Act, 1928, which provides for charges in favour of banks approved
by the Minister. In that Act the charge is described as an “agricultural
charge” and it is enacted (section 11) that if, with intent to defraud,
any farmer who has created an agricultural charge failsto comply with
the obligations imposed or removes or suffers to be removed from his
holding the property subject to the charge he shall be liable to penal
servitude for three years. We are of opinion that if some such provision
could be introduced into Burma, the whole atmosphere for co-operative
credit would be immensely improved.

What is required is amendments which would give a society a fixed
charge or agricultural charge upon produce obtained with the aid of
loans from a society, and which would render liable to three months’
imprisonment any cultivator-borrower who disposed of his produce with-
out repaying this loan. This would probably need an all-India Act, but
we think that the suggestion would prove useful and would find favour
outside Burma. :

112, Under the Indian Act, section 42 (2) (b) a liquidator was given
power to determine the contributions to be made by
members and past members to the assets of the
society. Following the Indian Companies Act, the word * contribution ”
was construed to mean contributions payable by members as such under
the general liability and not to include debts owing by such members.
The difficulty in dealing with recalcitrant members was surmounted -in
other provinces by securing the awards of arbitrators against all members
which the liquidator could execute in the manner provided. In Bombays
however, the term “ contributions” was specifically declared to include
debts due from members, and in the Burma Act ‘ debts payable’are placed
on an equal footing with contributions. The result is that the liquidator
is practically given the power of a civil court to adjudge claims for debts
and there is no appeal provided. We think that this is liable to lead to
ill feeling and remonstrance while itis not necessary. The difhculty
can be got over by conferring on the liquidator the power to refer to the
Registrar for arbitration as is recommended by the Madras Committee,
or by having all claims for debts referred to arbitration before the order
for winding up is passed. In somc provinces an appeal against the

Liquidator’s Powers,
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award of an arbitrator may be filed with the Registrar ; no difficulty
seems to be experienced in this connection. We recommend that this
bLe tried here.

In so far as the liquidator has the power to levy contributions from
members to make up the deficiency in assets we do not see any reason -
to recommend alteration of the Act.

113. In most provinces of India, including Burma, provision has been
made by rules under section 24 (2) () for the
reference of disputes between members or between
a society and its members to the Registrar or to arbitrators. Such a
reference is made mandatory by the use of the word ‘' shall.' It has
been held that the use of this word serves to exclude the jurisdiction
of Civil Courts which was the intention behind its introduction into the
rules, so that co-operative societies in India are on a footing similar to-
Friendly Societies in England in their independence of civil jurisdiction
in the simple matters of their internal business. In Burma, the whole
intention of the rule has been avoided by giving to the word ' dispute *
a more restricted meaning than is usual in legal works. The term
* dispute’ ordinarily means all matters which could form the subject of
civil litigation ; so that a claim which the debtor neglected to meet is
a dispute ; in Burma, however, it has been the policy to exclude from
disputes all claims which were admitted even though overdue and not
being paid. The result is that while claims for debt which were
admitted have been instituted in Civil Courts, it has been always open
to the defendant to oust the jurisdiction of such Courts by defending
the suit ; while if the claim were submitted to arbitration the defendant
could as easily defeat the arbitrator by admitting the claim. The view
of the Department has been based on the assumption that reference to
arbitration weakens the sense of responsibility in the committee of a
society with regard to watching over and recovering loans, while the
institution of suits in courts apparently has no such effect.

‘What appears to have been overlooked is that most money suits are
not contested in Court and that as the value in the great majority is
sinall, any means of escaping the expense, delay and trouble of resort-
ing to Court is usually regarded as welcome. In the last six years,
there have been instituted in the Courts in the interior of Burma 367,000
suits of which 179,000 were valued below one hundred rupees. Seventy-
five per cent. of suits are not contested. Thus of the class of suit
brought ‘by co-operative societies, the great majority are for small
amounts and most would not be contested. What the arbitration
procedure effects is to substitute a simple machinery in the village for
4n expensive Court in a Township. .

The department seems to have mistaken the procedure for securing
the award for the procedure for executing a decree. In both cases the
execution is through the Court, and the Registrar has nothing whatever

Resort to Arbitration.
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to do with this. We are of opinion that it was the intention of Govern-
ment_in framing the rules that all disputes concerning the internal
working of a society should be decided by arbitration and should not be
taken to Court, and that it was never intended that a defendant should
be able to escape the jurisdiction of a Civil Court by objecting to the
claim. The practice in Burma should be brought into line with other
Indian provinces.
114. In the draft Bill submitted to the Legislative Council there was a
clause empowering the Registrar to require a society
Summary Powers :
of Recovery. to pay a sum found to be due before a given date, and
’ on the society failing to pay such sum, the Registrar
could take steps to have it collected as an arrear of land revenue. In
this case, the power was to be available when the society admitted the
claim but withheld payment without sufficient cause, so that it was more
drastic than the power to refer to arbitration which the department
considered to be liable to weaken the sense of responsibility of socie-
ties. The clause was thrown out in select committee. In Madras, and
the United Provinces a rule has been made under section 42 (2) ()} deal-
ing with references to the Registrar or arbitrators ' on a requisition to
the Collector of the District made by the Registrar of Co-operative
Societies all sums recoverable under the decision or award shall be re-
covered in the same manaer as arrears of land revenue ’.  This seems to
us to give all that is required to meet obstinate cases and we consider
that a rule on these lines should be made under section 50 (2) (1) of the
Burma Act of 1927.



CHAPTER XIII,

CONCLUSION.,

115. This Committee was appointed * with a view to discovering the
“best means to remedy the defects of the agricultural credit societiesand to
-restore confidence in co-operative organization " but our terms of refer-
ence went somewhat wider and, included all co-operative institutions,
In the time at our disposal we have found ourselves fully occupied with
‘the credit side of the movement and have had no leisure to enquire into
-agricultural societies other than credit. For this reason we have not
examined the officers of the Agricultural or Veterinary Departnent as to
the methods whereby co-operation is helping or should help them to
-secure the adoption by cultivators of the expert advice they have to
-offer.

In our opinion the Registrar and his staff \(ill be fully occupied for
some years to come in dealing with dead and dying societies and with
attempting to restore the rest to vigorous life along the lines we have
recommended.

Our grateful acknowledgments are due to the Registrar, Mr. P. C.
Fogarty, 1.C.S., to the Joint and Dzputy Registrars and the staff of the
Department for the continuous assistance they have freely given to us
-throughout our inquiry. We also wish to thank the staffs of the Provin-

.cial and Central Banks for their readiness to supply us with all the infor-
mation we asked for. We further wish to record our regret at the death
of U Sein, late Manager of the Provincial Bank, who gave us particularly
valuable assistance.

Finally we desire to express our cordial appreciation of the work of
-our Secretary U Ba Tin (2) and his staff who have discharged their
-duties promptly and satisfactorily.

H. CALVERT.

E. P. STOCKER.®
(Signed)’ { H. 0. REYNOLDS.*

E PE.

HLA BU.

13th March 1929,

® Subject to note of disscnt.



Summary of Recommendations.

Recommendations on which the Conunillce are not all in
agreemenl are marked with an asterisk.

CHAPTER I1.—A Brier History.

The Need for Co-opcration.

Government is justified in deciding to proceed with the
attempt to construct in Burma a sound well-controlled
systemn of rural credit. The object of such an attempt
should be to extend gradually through the length and
breadth of the province the benefits of organized co-opera-
tive banking (including here co-operative land mortgage)
until this becomes in time the main source of finance tor
all rural industries

Side by side with this, and in the less mdebted tracts
perhaps preceding it, there is required a well founded co-
operative organization, on lines to a large extent prescribed
by the agricultural and veterinary departments, for secur-
ing better methods in all the business transactions (apart
from credit) of all rural classes, including both more
economical provision of the requisites of their agriculture
and more profitable disposal of the products of their
labour s

Attempts should also be m1de to bnn;> about a better
standard of living by educating and organizing local public
opinion in favour of measures advocated by the Depart-
ments of Education and Public Health calculated to
improve village life and even by organizing local public
opinion to eradicate habits and customs tending to hinder
economic progress and to lower the standard of health ...

CHAPTER I11.—PriMARY RURAL CREDIT SOCIETIES.
The Teaching of Principles.

The Government staff, once adequately trained,
should do their utmost to teach all the members, and not
merely the chairmen and secretaries, patiently and persist-
ently, to understand the economic principles underlying
their every day activities .

The attempt to spread co-operative socxetxes should
for the time be abandoned where the people prove deaf to
teaching, incapable of absorbing it or unable to profit
by it .o oo .o

There should be no hesitation in liquidating any
societies tainted with dishonesty
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It should be accepted as axiomatic that where the
principles of co-operation are not accepted, or being
accepted are not translated into action the people cannot
be given the great benefits which a sound co-operative
movement can confer © eee

Types of Rural Primary Credit Sociely.

The initial share instalent should be fixed low enough
to ensure that cash payment can be rigidly insisted on
from the class of cultivator whom it is desired to attract
into membership .

Each member should be induced to subscribe according
to his ability

The instalments should be continued over a series of
years to encourage thrift

‘The refund of shares should not be allowed until the

society has accumulated sufficient of its own capital by way -

of surplus profits -or otherwise to protect the unlimited
liablility of members against any loss

Reserve and Profils.

Indivisible reserve is preferable but, if the people
insist upon the Luzzatti model, care should be taken to
avoid the resultant weaknesses ...

The payment of dividends should be discouraged ...

The rule regarding dividends under section 50 (2) (@)
should be amended so as to prohibit any society of un-
limited liability from distributing a dividend as long as it
holds deposits from non-members or borrows from its
financing agency

By-laws Elaborate.

The existing by-laws are too elaborate and should be
cut down to exclude all that is not really necessary to the
binding agreement between members and must be couched
in as simple a language as possible so- that every member
should be able to understand them .

Inspection, supervision and' conlrot afler regisiralion.

The prime duty of the staff, adequately trained and
educated; should- be to continue: the teaching and instruc-
tion of members until they are able to dispense with it ...

The withdrawal of official: supervisian shovld be made
gradually as the societies become competent- to manage
without outside aid ... e vor ves

The Junior Assistant Registrars should be given no
executive powet except to eall for the baoks ard accounts

of societies s e
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Audil.

The present audit form is unsuitable as it requires the
collection of elaborate statistics and should be recast in the
light of our criticisms

Two copies of audit report should be . made one to
remain with the society where it may be seen by the super-
vising staff and the other should be sent through the
government staff to the financing bank for information,
and record

The auditor should m'lke a speuhc ment:on of all cases
where a loan has been misapplied or where the borrower
has disposed of the profits without first repaying the
society ...

Super-audits ahould beona scale preecnbed to ensure
that the auditors are doing their work in a reliable manner ;
special detailed inquiries should be made when societies
are in difficulties. When a society offers nothing suspicious
a check audit should suffice

At the conclusion of every audnt the auchtor should get
the chairman to summon a general meeting and should
explain the accounts, the defects he has discovered, the
methods of correcting them and the points on which he
thinks that more publicity is desirable. The defects
brought out at the audit should be corrected in the
auditor’s presence, and he should endeavour to make this
general meeting one of the most important and instructive
of the year

The standard of aucht should not be 10\\ered on the
plea of expenses -

Audit should be so conducted as to be educatne to
members and the auditor should be regarded as an integral
part of the machinery for instructing co-operators to take
the management of their affairs into their own hands ...

In order to secure full benefits the auditors should
work under the control of the Registrar and be trained
under his supervision .

Accounts.

It is essential that members should understand the
accounts and in order to achieve this end they should be
of the simplest character consistent with clearness:

A simple loan ledger with enough columns to suit the
ordinary transactions of a society, as per sample, should
be used ...

It is unnecessary to make any entnes in the ledger as
tQ. interest until payment is made ; one page should last
several years and several consecutive pnges should be
allotted to each member

The cash-book in the form attached is smtable, 1(
should be tofalled: every month. and. below the monthly
total there should be entered the running total for the
year o e s
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The object of the loan should al“ays be properly
specified so that the commiltee may be in a position to
check the requnrements of the members and the use of it,
when advanced

Promissory notes in bound volumes should be used for
all classes of loans : the pages should contain spaces for
the application for the loan with the object specified and
the names of sureties and the order of the committee
sanctioning the loan ...

Fictitious Accounts.

The whole weight of the department must be brought
to bear to fight against the practice of showing fictitious
ﬁgures. paper adjustments of repayments and fresh loans

*If a loan has to be postponed to allow time for repay-
ment it is better to show it as extended than to include
it in the fresh loan along with the new loan required Ly
the member .

Loans.

Tbhe crop loans should be regarded as the principal
business of primary societies and the object of the loan
should be stated clearly so that the committee as well as
the staff may form an opinion as to the need of it by the
member for the specified purpose

The sums actually required should be advmced sermlly
at the proper time ...

All loans required for the expenses of cultivation
except for cattle should be repaid out of the gross produce
at harvest

Loans for the purchase of food for the household or for
labourers should similarly be repaid at harvest

Repayment at due date should be strictly enforced and

extensions should not be permitted except for definite i

sound reasons, such as thefailure of the harvest or some
similar calamity

Separate account should be kept of any extensions, and
recoveries should be carefully watched. On no account
should such overdues be merged with other loans eee

These crop loans should be executed on separate
promissory notes, and their transactions should be separa-
ted in the lines of the cash book and ledger from other
loans given on the same day

The issue, repayment, extension and balance overdue of
all crop loans should be separately collected and
commented on in the annual report

“B"and * C” loans should also be provided for but
great care must be exercised in the grant of these loans ...

‘Where the necessity is clear, as in the case of replacing
of deceased plough cattle, there should be no delay, but
where it is obviously possible to delay the loan, as in the
case of repayment of old debt or purchase of land, the
society should wait till its own capital is increasing to the
amount required to provide cover for such transactions - ...
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Long-lern Loans.

*Where land mortgage banks exist or are organized in
the future it would be better for societies to confine them-
selves to small loans for current needs of agriculture

*The staff should give close personal attention to “*B”
and * C * loans in their inspections

Amount of Loans.

The amount of loans should be strictly confined to the
actual requirements, and further, no loan should be grant-
ed unless there is seen tobe a clear method of recovery
within the prescribed period out of the earnings

*In granting a loan for the redemption of land the
borrower must satisfy the committee or general meeting
that he can repay within four years e

*In the case of a loan for the redemptlon of old debt
bearing a usurious interest the borrower should be made
to show the sincerity of his desire to get rid of debt by
selling any superfluous property, and it is rarely advisable
to redeem old debt unless the debtor makes a substantial
contnbutnon

*Loans of two or three thousand rupees should not be
given on personal security alone unless there is something
in the local conditions to justify exceptional treatment

Normal Credit Limil.

The genéral meeting should fix for each member what
it considers sufficient for his normal requirements based
on his agricultural and other transactions ...

The committee should be authorised to sanction loans

‘up to this amount ; if more be required the sanction of a

general meeting should be necessary
‘The value of material assets of the members should not
serve to enhance the normal requirements of a society,
though it may serve to reduce them .
If a society applies for a loan in excess of this normal
limit, it should be made to justify it .
The maximum normal credit fimit of socxetles should be
scrutinised by the staff who should attempt to advise the
ﬁnancing body as to whether it is reasonable or not in
view of local conditions .
*All applications for loans for other purposes than crop
loans and all loan applications from C and D societies
should for the present be submitted through the Junior
Assistant Registrar ... vee o

Period.

The period of the loan should be strictly confined to
the scale prescribed in the by-laws with the possible
exceptions that loans to enable a cultivator to hold up his
crop, to pay revenue, or to trade shoid be limited to three
months ... - e oe ove
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Repayments should be permitted at any time and
should be encouraged at all times. Every effort should
be made to secure repayments whenever income is
received e .

Concession in regard to money order commission whlch
the Royal Commission on Agriculture recommended to
all Provincial Governments, should be extended to Burma

The Work of the Financing Agency.

In order to encourage frequent remittances from
societies to their financing bank remittances of fresh loans
in their proper time should be made promptly

The Manager should be empowered to lend cultivation
loans without reference to the Managing Committee, the
‘application for which may be required to be sent through
the Junior Assistant Registrar if found necessary

Where loans are required for purposes other than
cultivation or in excess of the normal, the application,
except in the case of “A" class societies (and later per-
haps of “B”) should for some years to come always be
sent through the Junior Assistant Registrar ...

All inspection notes of societics should be shown to the
financing bank when required ...

A careful classification based upon the recommendation
of the Bombay Conference of Registrars should be
adopted ...

Security for Loans.

Personal sureties may be continued for loans for culti-
vation expenses . can

Every effort should be made to provide long term
credit through the agency of land mortgage banks at the
earliest possible date ... oo
“ *The village society should conﬁne itself to personal
sureties for all loans and should protect itself by limiting
the loans to amounts and for periods for which this
security is suitable * ... e

Loans o Officers.

The Punjab rule allowing any member to refer to
arbitration the question whether the chairman or members
of committee have too large loans might be adopted in
Burma and its use encouraged by the staff when inspecting
societies ...

The staff, during thelr mspectlon. should pay particular
attention to the maximum normal credits adopted for the
chairman and members of committee and should not
hesitate to secure a reduction whenever they appear to be

_dangerously high ves.. .. woe oo
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Renewals and Exlensions.

No renewals should be allowed .

The borrower and committee must be taught that tbelr
original decision as to instalments is a definite promise and
a definite order arrived at by mutual agreement and that
any departure from these terms should only be sanctioned
for thoroughly sound reasons .

In the delta, there should be less occasion for exten-
sions and more ground for strictness

*It should be xmpressed on all members that the mstal-
ment fixed is the minimum and not the maximum and
there should be no hesitation in demanding a larger sum
if the state of the harvest justifies this

Effort should be made for the collection of mformatlon
for both overdues and extensxons for the annual state-
ments

The committee should be taux.,ht to regard overdue
loans as doubtful debts. All payments on account of these
should be carried to principal and not to interest and no
credit should be taken for interest due on these loans
until actually paid in cash

The auditor and the mspectmg staff should see that the
committee carry out the recommendations regarding the
treatment of overdue loans

The staff should makea pomt of mqumng into all
cases of non-payment of instalments. extensions and over-
dues

Expulsion of Members.

Undesirable members must be steadily expelled as
their unfitness becomes evident ...
A defaulter should normally be expelled unless he

_at once makes full repayment and the by-laws should be

amended to this effect vee

Any member who fails to m'lke any substantial repay-
ment of principal for two years may be regarded as due
for expulsion, and awards should be obtained against him

Owned Capital.

*The accumulated net profits or surplus assets of
societies should be used in loans to members

Expenses.

With the simplification of accounts, it should be
possible to secure an increasing number of member-
secretaries who will work gratuitously or for a small
honorarium

With strict contro] the expendlture should be brouﬁht
within reasonable limits

The cost of audit cannot be reduced but need not

_be heavy ‘ oo Ceve

PAGE

29

- 29

30

30

30

30

30

30

31

31

31

31

32
32
32



No.

85

86
87

88

89,
.90

91

.92 ..,

93

94

96

97
.high., Interest should be paid on the minimum monthly

( 116 )

Liquidation.

It is intperative on the Registrar to inspect a society
when called upon to do so by a creditor and it should be
imperative on him to wind up a society which has
definitely shown its inability to pay its debts

Where there is a difference of opinion between the
Registrar and a creditor as to a society’s ability to repay.
the opinion of the creditor should prevail

No hesitation need be felt in ordering liquidation on
account of difficulties involved, which are increased and
not decreased by delay

Retired Government servants and others acquamted

‘with court procedure may be tried as liquidators and

renumerated by results on an ascending scale of
commission oo

CHAPTER IV.—NON-AGRICULTURAL CREDIT SOCIETIES.

General Requsrements.

The need for teachmg of members bLoth before
and after registration is urgent ... oe
Unconditional compliance with the by- laws should be

‘tigidly insisted upon -

Share Capilal.

The payment of ten rupees on admission and the
remmaining forty in four quarterly instalinents on account
of share might be generally adopted vor .
Payment by small monthly sums might also be tned ose
The provisions of the Act regarding the refund of share
should be carefully observed oo

Fixed Deposits.
In accepting fixed deposits care should be taken so as

_ ‘to avoid large sums falling due at one time ...
g5

The rates of interest on fixed deposits by members as
well as non-members are high ... .

The total borrowings of an urban bank should be
limited to three times the owned capital . oee

Savings Decposils.
‘The mte of five per cent on savings dcposﬂs is also too

balance and not on the daﬂy balance, at an even monthly

Tate ot Y oed ors o
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Current Accoxnis.

Current accounts should be opened for members only
and that only in societies with efficient management

A small text hook dealing with technical knowledge of
the law and practice relating to cheque and current accounts
should be provided

Interest should be calculated only on the mmlmum
monthly balance and should be low

Fluid Resource.

Fluid resource on one-third of fixed deposits falling due
in the next twelve months should be kept in addition to the
standard generally kept for current and savings deposits,
which is 75 and 50 per cent. respectively ... oee

The urban banks should be advised to purchase Govern-
ment securities or post office cash certificates for that
purpose, and arrange for a cash credit with the nearest
branch of the Imperial Bank or other approved joint stock
bank by lodging them with it ...

Loans.

The taking of personal security for loans up to Rs. 500
and of mortgage security for loans above that is suitable ...
The urban banks should issue small loans only and those
who require large loans should be referred to joint stock
banks ...

Period for Loans.

- With regard to loans given to petty traders to stock
their shops repayment from sale of such stock should be
rigidly insisted upon, and the whole loan should be
cleared within three months. This should not prevent
fresh loans being given for fresh stock during the currency
of the previous loan, provided that the daily receipts were
passed through the bank

Urban banks may borrow from central banks on the
security of their members' promissory notes for periods
limited to the non-cultivation season out of mrplus funds
at the lnrvestmg season

The maximum period of loan ‘should be fixed at six
months, and extension should only be given when it is
proved to the satisfaction of the committee that the full
object of the loan has not been attained

Cash credits should only be granted when there are
surplus funds after the needs of all the smaller members
have been met and recalled whenever funds are needed ...

In the case of salary earners in urban banks the maxi-
mum loan should be reduced from six to three months’
salary .. o
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Overdues.

Too many loans should not be given to liquidate
old debts

Repayments should be msnsted upon when the purpose
of the loan has been fulfilled

Reserves.

Part of the reserve sufficient to provide fluid resource
should be invested in Government paper or postal cash
certificates .

- Dividends.

The bank on which the auditor reports badly should be
prohlbxted from distributing a dividend

In the case of overdue loans the first cash recelpts
should be applied to reduction of principal and not to
interest

In bad banks the same rule mlght be applxed to loans
extended, if the extensions are given without proper care
and good reason

So long as these banks accept deposxts from non- mem-
bers the maximum rate of dividend should be lower than
the 20 per cent. now permitted by rule and 10 per cent.
would be preferable ...

Expenses of management are almost e\ery“ here hl{,,h
and call for the attention of the staff

General Mectings.

It should not be beyond the capacity of the staff to instil
some life into general meetings ; the proposal to prohibit
dividends in the case of societies badly reported on might
do some good and a breezy discussion of defects might
aid towards the same result

Audil.

The audit requires much improvement and should be
more stringent

A special place in the report should be gnven to the
auditor’s opinions on securities for loans, extensions, over-
dues and book adjustments

“The auditor should count the cash balnnce and see
that it is kept under the contro! ot the bank in a safe with
two keys at least. The practice of keeping the cash with,
the chairman should cease

The accounts should be as simple as possuble. com-
patible with clearness

Special record should be kept of loans extended or
overdue and these should be separately entered in the
balance sheet .o o .
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Supervision.

The cases of all defaulters should be reviewed and
suitable action taken to recover the sums due

In future loans should be granted on a more strict
basis, and care should be taken that failure to comply with
the terms of loan should meet with instant steps to
recover

No hesitation should be felt in ordering the winding
up of any societies which refuse to put their house in order

Where work done by urban societies is of a simple
nature they might be supervised by the ordinary staff for
rural societies, but where the financial tansactions are
markedly different from those of village banks they must
continue to be supervised by a special staff ...

Salary Earners’ Society.

Facilities for loans appear to be too generously pro-
vided. The maximum might well be limited to a sum equal
to three months’ salary .

CHAPTER V.—SECONDARY ORGANIZATIUNS FOR GUARANTEE,

AupIT AND CONTROL.
1) Gurantee Unions.
Defecls.

If the union guarantee survives this report it should be
enforced by deducting the amount due from the reserve

and showing an equal sum as due to the creditor bank to

be adjusted within a definite period

Future of the Unions.

The Union Guarantee should be abolished as soon as
this is practicable
The work of supervising primary societies should, to a
large extent, be carried on by the statf .
Unions which are found to be performing useful
functions as educative or supervising bodies should be
retained without an expensive staff of secretaries and
supervisors, elaborate forms and books or office
The future of the union lies in its becoming a real
union of societies, holding periodical gatherings of mem-
bers at which topics .of mutual interest can be discussed
The representatives on secondary bodies should be
elected in general meeting as this course would h:_we a
greater educative effect than being appointed ex-officio ...

12) District Agricultural and :Co-operative Associations.

The district association should not u.ndertake co_ntrol
of audit but transfer it back to the council as reorganized
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No,.
Townshkip Associations.

136 Township associations should be formed in the place
of district association with their area of operations limited
to towaships, and having all the societies within the area
as its members .-

137 Conferences should be held at convenient centres within
the township, in which the general body of co-operators in
the area should take part, and no resolutions should be

. passed which the association itself is powerless to carry out

138 Every endeavour should be made to wtilize these
general meetings for the propaganda of the advice of the
Departments of Agriculture, Public Health, Veterinary,
Education and so on, by giving short lectures on the

_ subject concerned ... one

139 A grant should be placed at the disposal of the Regis-
trar to assist these township associations, when formed, to
hold general meetings and to provide facilities for the
propaganda work of the various departments

140 No permanent staff, nor books, nor office should be
maintained in the initial stages and the auditor or the Junior
Assistant Registrar should be capable of organizing such

meetings '
141 The annual general meeting of the central bank should
be used for the purpose of discussing any matter on a
district basis es

(3) The Barma Provincial Co-operative Council.

142 The council should be retained with the Registrar as
Chairman for the next five years and worked by repre-

- senfatives of central banks, or surviving district association,

or township associations

143 The general meeting of the reconstituted council should
meet once, and if practicable, twice, a year, in which the

Joint or Deputy Registrars should find a place

344 The couricil should #ind its own funds for audit but the
State should contribute to cover cost of audit of socicties

in their first three years, cost of all education work and
activities outside the sphere of credit, such as propaganda

work ces ece
145 In assessing audit fees, the societies with a larger
. working capital should not be made to pay a lower rate
per cent. than smaller and poorer ones ee
146 The committee endorse the recommendation of th

Royal Commission on Agriculture to the effect that public
funds may be spent in assisting institutions whose object is
to spread education in the application of co-operative
. principles . oes s e
147 If the proposals as to the abolition of union secretaries
and supervisors are accepted the auditors should be made
responsible for teaching the society-secretaries accounts
and for general instruction of members in the system of
book-keeping and secretarial work ee
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They should also visit the less efficient societies to assist
in the preparation of forecasts of recoveries ... .

They should not be permitted to make entries in books
excepl in red ink by way of correction as it is of great
importance that responsibility for original entries should
rest with an officer of the society

They would also have to assist secretzmes to prepare
annnal statements. They should attend refresher classes
and assist in classes for secretaries

¢ They may be required by the Range Oﬂicer to attend

on different occasions during the inspection of societies,
preparation for township conferences, etc

The scale should be fixed at one audmor for ﬁfty
societies

They should be hlgh]y tr’nned in co- operame prm-
ciples, in the meaning of the Act, Rules and By-laws, so
that they may be able ta explain the why and where-
fore of the Act, Rules and By-laws

Every effort should be made to recrult men of the
high school final standard, and the pay and prospects
should be framed with this in view

Responsibility for their coripetency must be placed on
the Range Officers ; their independency of outside in-
fluence will be secured by their being employed by a
central council with the Registrar as President

The Junior Assistant Registrar should supervise the
work of the auditor, and improve his training, and his
reports on the work of auditors should be submitted
through the Assistant Registrar to the council for neces-
sary action

If in the future, the standard of 'ludxt shows any
tendency to relapse to the unsatisfactory level at which
the committee have found, the whole question of its
control through a council will need to be reconsidered ...

The council should undertake the responsibility of
printing and selling all standardised books of accounts,
registers and other stationery required by societies

The by-laws of the council should be amended so as to
limit liability to a guarantee of one hundred rupees in
case of deficit on liquidation

{4) The Burma Urban Co-operative Federation.

Necessary action should be taken to make it quite
clear that every society classed as urban is bound to be
affiliated to the federation and is equally bound to pay
such sum for audit-as may be decided to be necessary ...

The audit fee should be paid not later than the date
of audit

The auditor should see that the audit fee is pald before
he finishes his audit ...

If the chairman fails to pay, actlon should be taken
against against him under section 42 of the Act, 1927 ..,
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‘No.

164 . Advantage would ensue if the Registrar were to attend
annual general meetings of the federation for the next
few years in order to stimulate interest and guide lts
deliberations along the most useful lines

165 A local auditor, who may be a member of the bank or
not, should be employed for doing monthly internal audit.
When this is not possible the Registrar must see that
definite arrangements are made for the work to be done

. by an auditor of the federation ... eee

166 ~ The final audit should include a venﬁcatton of all the
assets of a society and an enquiry into its overdue debts :
and the auditor doing the final audit should also satisfy
himself that the internal audit has been properly carried

. out by an examination of a percentage of days’ entries ...

167 The Regi