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Introduction

Some past financial crises are categorised as the worst of times. The Great Depression
that rocked the financial systems of the United States and various European countries
is one of them, as its name implies, but it was not the only major financial crisis
Dutch banks had to overcome during the first half of the twentieth century. Between
 and  the Netherlands – like many other European countries – was con-
fronted with the aftermath of the  Panic in the United States and a domestic
banking crisis in the early s, followed by the Great Depression of the s. This
chapter focuses on cooperative agricultural banks in the Netherlands during the
crises of the s and s.
The cooperative agricultural credit banks (boerenleenbanken) were a response to

the agricultural crisis of the late nineteenth century. Many small banks – being a
fundamental component of the rising agricultural cooperative movement – were es-
tablished to provide credit to small farmers and tenants, who generally had no access
to the credit facilities provided by the traditional urban-based financial institutions
like cashiers, mortgage banks or commercial banks. The following sections will de-
monstrate that cooperative agricultural banks in general performed better than most
Dutch banks. Furthermore, it will be argued that the better performance of the co-
operative agricultural banks can be attributed to their different legal structure, corpo-
rate governance, banking policies and internal control mechanisms, as well as to
market conditions.
The structure of this chapter is as follows: the first section outlines the Dutch econ-

omy in the period from -, a time of change. The outline focuses on develop-
ments that were the most significant for cooperative agricultural credit. The second
section provides an overview of the emergence, structure and governance of Dutch
cooperative agricultural banks, with a focus on the crisis periods. The third section
examines the banking crisis of the s and the fourth section considers the s
crisis in more detail. Subsequently, the fifth section briefly considers the years of



recovery until the eve of the Second World War. The chapter ends with some con-
cluding observations.

. Times of change

In the Netherlands, the emergence of cooperative agricultural credit was linked to the
need to restructure agricultural production following the agricultural crisis (-
), when changing market conditions and commercial factors pushed many farm-
ers in the direction of modernisation and specialisation. The late nineteenth century
also marked the beginning of the industrial processing of agricultural produce, which
resulted in vast numbers of dairies, sugar factories and similar enterprises. These
companies were privately owned at first, but they gradually also started to be estab-
lished as cooperatives of local farmers.
Since the mid-s, cooperatives had been set up as a means of improving market

conditions and subsequently the operating conditions of agricultural entrepreneurs.
The Dutch authorities supported this movement by giving the new enterprises a legal
status under the Cooperative Associations Act of  and the first purchasing
cooperative was founded in Aardenburg (Zeelandic Flanders) the following year.
Within a few decades, thousands of small local cooperative purchasing associations,
hundreds of dairy cooperatives, dozens of cooperative auctions, a number of sales
cooperatives (eggs, butter, cheese, vegetables and fruit) and even a few cooperative
slaughterhouses could be found all over the Netherlands. Scattered statistical data
show that in  there were , cooperatives for the purchasing of fertilisers and
, for animal feed. In  Dutch butter production was predominately organised
on a cooperative footing, as  of the total of  butter factories were cooperatives.

In addition, there were over  cooperative agricultural banks.
In the last quarter of the nineteenth century, rural areas in general lacked an ade-

quate financial infrastructure to meet the capital demand of the agricultural sector.
The State Commission on Agriculture (established in ) and later agricultural com-
missions as well, concluded that a long-term solution for the still underdeveloped
agricultural sector would include improvement of agricultural credit by the setting up
of cooperative credit banks in accordance with the principles of Friedrich Wilhelm
Raiffeisen (-), a German mayor with a passion for social justice. His funda-
mentals for the cooperative credit union (i.e. unlimited liability of its members, a geo-
graphically limited area of operations, unsalaried management, allocation of profits to
the reserves and local autonomy) were adopted by the Dutch cooperative agricultural
credit banks. The existing commercial banks were predominantly concerned with fi-
nancing trade and trading in securities, while economic considerations and risk man-
agement also strongly discouraged most of them from financing agriculture at that
time, especially in areas with sandy soils. It was partly due to the success of cooperative
agricultural credit that a small-business credit sector along the lines of the Schulze-
Delitzsch model developed in the Netherlands after . Unlike the Raiffeisen
system, the Schulze-Delitzsch model had a salaried management and no geographical
restrictions; shares were issued and profits paid to shareholders to some extent.
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In the years - the Dutch economy, and the banking sector as a conse-
quence, had to deal with the aftermath of the  crisis in the United States. Unrest
on the Amsterdam stock exchange and seven bank failures more or less resulted in a
crisis of confidence. The young cooperative agricultural banks had to deal with se-
rious liquidity problems over a period of five months when withdrawals exceeded
deposits, but the tide had turned by  and the future looked bright again. The
Dutch banking sector went through a process of concentration during the next
decade, with many local and provincial banks being absorbed by some of the major
commercial banks. International political tensions caused economic conditions to de-
teriorate in the neutral Netherlands during the First World War, while international
wartime conditions also had far-reaching implications for the agricultural sector. The
cooperative model lost none of its attraction, however, as was demonstrated by the
increasing numbers of cooperative agricultural banks and their members.
After a short post-war boom, another economic crisis struck in the s, along

with insurance and banking crises. The causes of the insurance crisis are beyond the
scope of this chapter, but the origins of the banking crisis lay in the inflationary
boom of the years -. Following the failure of some small banks, financial
problems at three larger commercial banks were threatening the stability of the bank-
ing system by , causing the Dutch government and DNB (the Dutch central
bank) to make provisions to shore up the financial sector. The Dutch economy had
enjoyed several robust years by the end of the s, although there were signs of
problems looming in the agricultural and shipping sectors.

The Wall Street Crash of  was not headline news in contemporary Dutch
newspapers, as it would have been in modern times. As the months went by, how-
ever, industry, trade and finance were confronted by the first signs of economic de-
cline, and by the autumn of , the Dutch economy had been severely hit by the
financial crisis in Germany and the subsequent restriction of cross-border capital
movement. Coupled with the British decision to abandon the Gold Standard, which
led to a substantial depreciation of the pound sterling, the situation caused serious
disruptions on the international financial markets and a complete breakdown of
world trade. The Dutch Guilder was still linked to gold and so the competitive posi-
tion of the Netherlands was severely affected, with the country’s relatively large agri-
cultural sector suffering particularly badly once more. The impact was so dramatic
that the government was forced to support the agricultural sector. By the time inter-
national economic conditions were showing initial signs of recovery in , the
Dutch economy had sunk into a deep malaise which lasted longer than in most other
countries. Recovery started only after the Netherlands abandoned the Gold Standard
on  September , but the cyclical catch-up did not last long once more, due to
international political tensions on the eve of the Second World War.
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. The emergence of cooperative agricultural banking

Local banks

In their historical overview of the first hundred years of cooperative banking in the
Netherlands, Sluyterman et al. conclude that the most significant innovation that
agricultural credit brought to the Dutch financial system was the linkage of a wide
regional spread with access to central management and support, without creating one
single integrated organisation. Most banks had had no branch network and no cen-
tral organisation or head office, therefore, until the emergence of cooperative agricul-
tural credit. The only notable exception was the Dutch central bank, which had been
bound by law since  to have a nationwide branch network.

The legal format for the new agricultural banks was based on either the Coopera-
tive Associations Act of  (revised in ) or on the older Act on Freedom of
Association of . Apart from the different legal format, the governance of co-
operative agricultural banks in either case consisted of three bodies: the management
board, the supervisory board and the general assembly of members. The members of
the credit cooperative decided on important issues at the annual general meeting and
elected board members and the cashier at the local banks if necessary. Cashiers were
elected for a four-year term to do the clerical work and being a cashier was a mod-
estly paid ancillary position for the local schoolmaster or shopkeeper. The members
of the management board and the supervisory board were unsalaried, as in the other
non-financial cooperatives. A certain amount of overlap in the governance of the
various cooperatives was inevitable within the rural communities.
From the mid-s onwards dozens of agricultural cooperative banks were

founded every year with the support of the young famers’ unions and the clergy,
who took their inspiration from the Papal Encyclical Rerum Novarum (). Over a
thousand local cooperative agricultural banks were created between  and ,
mainly in the Catholic communities in the provinces of Noord Brabant and Limburg
at first, but they were soon being established elsewhere as well. This process was
scarcely affected by the  crisis, but the growth rate slowed down a little during
the banking crisis in the s. By the end of that decade the banks were to be found
all over the Netherlands, although their number only increased slightly during the
s due to the saturation of the market. (See Figure .) On the eve of the Second
World War, there were , local cooperative agricultural banks, , of which were
affiliated with one of the two existing networks of cooperative agricultural banks
(CCB or CCRB). The remaining  were independent.

All cooperative agricultural banks shared a common objective: to provide cheap
credit to meet the needs of their members. Historically, the credit demand of the
agricultural sector can be categorised as follows: short-term (financing the harvest),
medium-term (purchasing livestock or tools), and long-term (purchasing land or real
estate). The boerenleenbanken provided their members with advances for a fixed
term (a maximum of one year initially, which was extended to ten years over time),
and with current account credit later on. These banks also served as banks to other
local cooperatives, such as purchasing and sales associations, dairies, auctions, etc.
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Figure .Member banks of CCB and CCRB, -
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Sources: CCB and CCRB, Annual reports.

A combination of good access to local information, absence of profit maximisation as
a prime motivator and low management costs made it possible to provide cheap
credit and to pay attractive interest on savings as well. These boerenleenbanken be-
came successful savings banks. The volume of local savings generally exceeded the
total local credit demand (see Table .) and local surplus was sent to the central
organisation (see below), where it could be used to help out other member banks
temporarily in need of more funds, or could be invested in government bonds.

Table .. Growth of CCB and CCRB, -

Year Total

member banks

Total members Total savings

(NLG thousands)

Total loans

(NLG thousands)

Current account

(NLG thousands)

Debit

Balances

Credit balances

*  ,   - -

  , , , , 

 , , , , , ,

 , , , , , ,

 , , , , , ,

Source: CBS (), table , p. .

Notes:

* CCB only.

- = No data.

This table also includes the cooperative dairy bank in Leeuwarden and Alkmaar as well as coopera-

tive agricultural bank-trade associations.
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Central organisations

In various countries, the disadvantages of the small scale of the local member banks
were compensated for by a cooperative central bank. A number of local cooperative
agricultural banks in the Netherlands decided to establish a cooperative central or-
ganisation in keeping with Raiffeisen’s fundamentals, but differing views on the legal
format of the local cooperative agricultural banks (based on the  Act or on the
 Act) as well as some religious issues and personal matters resulted in two co-
operative central banks in , viz., the Coöperatieve Centrale Raiffeisen-Bank
(CCRB) in Utrecht and the Coöperatieve Centrale Boerenleenbank (CCB) in Eindho-
ven, which will also to be referred to as the central cooperatives. Governance of both
central cooperatives was similar to local governance, except that their members were
the local cooperative banks. Unlike other European Raiffeisen systems (see the chap-
ters on Germany, France and Austria for example), the Dutch cooperative banking
system lacked a regional organisational structure, and attempts to introduce an extra
organisational structure failed in the first decades of the twentieth century. One of the
reasons for this might have been the socio-religious divisions in Dutch society, since
an additional administrative layer in agricultural credit would have led to more frag-
mentation.
CCB and CCRB were established in an age when Dutch society was compartmen-

talising itself along ideological and religious lines in the process referred to as verzuil-
ing (pillarisation). This pillarisation also marked these banking organisations: CCB
bore the hallmarks of a Roman Catholic organisation, while CCRB abandoned its
original ideological Protestant basis in  and presented itself as a neutral organi-
sation from then on. A third central organisation was established in  by three
young non-member banks in the province of Noord-Holland. This Coöperatieve
Centrale Christelijke Boerenleenbank (CCCB) was based in the town of Alkmaar, but
it was too small to survive and went into voluntary liquidation in the mid-s, as
will be explained below.
It has not been fully established whether pillarisation was a decisive factor in the

emergence of Dutch cooperative agricultural credit (especially during a crisis). The
smaller CCB had most of its member banks in the (Catholic) southern provinces,
while most CCRB member banks were located in the western and northern parts of
the Netherlands. Different soil characteristics in these areas naturally resulted in dif-
ferent agricultural produce, while agricultural produce with its seasonal nature and
specific market conditions dictated local credit needs and savings to a great extent
and the business results of the banks by extension.
Both central cooperatives fulfilled a variety of roles for their members: as a ‘bank-

ers’ bank’, a Giro account centre, a central investment institution, a service provider,
a supervisory body and a promoter of their members’ interests. They also intro-
duced central rules and regulations with which member banks had to comply.
Member banks were obliged by their articles of association to submit to central in-
spection and to maintain their financial records in accordance with the central stan-
dards. The articles of association were gradually amended over time, in keeping with
organisational growth and changes in national legislation and regulations. CCB and
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CCRB both established inspection departments in the early s. The inspectors
visited each member bank one or more times a year, subjecting the bank’s adminis-
tration and management to an extensive audit and verifying compliance with the
articles of association, internal rules and applicable law. The inspector would discuss
his findings with the local management afterwards and recommend improvements,
where applicable. This central inspection was intended as a supplement to local
supervision and as a form of quality control. The central cooperative’s own financial
records had been subjected to external audits since .
The central inspection department also had the task of sounding the alarm if a

local member bank’s liquidity was ever at risk from potential repayment arrears or
overextended credit resources. The central cooperatives had an even greater interest
in minimizing risks during a crisis and so the liquidity position of the local member
banks became an extra point of attention in addition to solvency. When a bank ap-
plied for membership, therefore, the inspection department would audit the appli-
cant and the outcome was a crucial factor in the process of deciding whether mem-
bership would be granted or not. This did not pertain to young banks, of course, as
most banks applied for membership within three months of their being established.

. The banking crisis of the s

In the early s the Dutch financial sector was gripped by a banking crisis. A total of
thirty-three small-business banks, as well as four commercial banks, twenty-six pro-
vincial banks and two overseas banks were confronted with serious financial prob-
lems, which led to bankruptcy for nineteen of these sixty-five institutions. Most of the
financial institutions that disappeared were less than three decades old. Their finan-
cial problems were rooted in commercial factors of course, but were also aggravated
by a lack of experience and integrity in many cases, with some banks suffering from
mismanagement or fraud. DNB developed into a lender of last resort in this period, in
an effort to cut the losses by granting liquidity support to individual banks.

The agricultural sector struggled with falling export revenues in these years and the
impact of this was soon visible in the ledgers of the cooperative agricultural banks, as
the volume of savings deposits decreased. In  the balance sheet totals of CCBmem-
ber banks and CCB itself fell, largely due to a loss of confidence in the banking sector in
the wake of serious problems in the small-business banking sector, i.e. Hanzebank in
the city of Den Bosch. In the s bankruptcy was the dramatic consequence for all
households and small businesses that had entrusted their savings to a bank in trouble.
In contrast to modern times, their money was not insured by a deposit guarantee
scheme of any kind and many depositors risked losing their life savings.
Unlike CCB, CCRB had no direct financial involvement in the small-business

banking sector. The balance sheet totals of CCRB and its affiliates did not fall in ,
but the balance sheet total of the central cooperative showed a decline over the years
 and  (see Table .).
The firestorm of publicity on the causes of bank failures was the reason for both

central cooperatives to hammer home to their member banks the importance of
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Table . Balance sheet totals, -

Member banks CCB Member banks CCRB

 , , , ,

 , , , ,

 , , , ,

 , , , ,

 , , , ,

 , , , ,

 , , , ,

 , , , ,

 , , , ,

 , , , ,

 , , , ,

 , , , ,

 , , , ,

 , , , ,

 , , , ,

 , , , ,

 , , , ,

 , , , ,

 , , , ,

 , , , ,

Sources: Van Campen () and Weststrate ().

effective control and close monitoring of liquidity and solvency. Cooperative agri-
cultural credit in general witnessed only a few casualties. There were two known cases
of fraud at CCRB member banks and two CCB member banks were wound up in
. The central cooperatives also intensified inspection. These cooperative agri-
cultural credit organisations were scarcely affected by the s banking crisis, how-
ever, due in part to the vast reserves that had been accumulated in previous years and
their conservative banking policies.

Other banks were less fortunate, like the Centrale Land- en Tuinbouw Bank in
Leyden (in ) and the Coöperatieve Centrale Landbouwbank previously known as
CCCB (in ). Both organisations have almost been forgotten now. The bank in
Leyden provided both agricultural and commercial credit and, although it had re-
ceived credit from both CCB and CCCB before it closed its doors, this helping hand
turned out to be insufficient. CCCB was established as a third (regional) central
cooperative in . After having made a difficult start, it was weakened by the eco-
nomic malaise of  and its financial reserves ultimately proved insufficient to
cover its long-term negative operating results, finally forcing it into liquidation. Too
few member banks – around forty-six – in these years and the insufficient financial
capacity as a consequence were its undoing. Its former affiliates joined CCB or
CCRB.
Both CCB and CCRB considered sufficient liquidity to be of vital importance to

the continuity of agricultural credit in the Netherlands. Like many other financial
institutions, CCRB, CCB and CCCB applied for discount facilities at De Neder-
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landsche Bank (DNB; the Dutch central bank) and DNB reluctantly granted CCRB,
CCCB and CCB limited access to these facilities in ,  and  respectively.

In  DNB withdrew the discount facilities for CCB and CCRB, which were un-
able to accrue sufficient reserves because of the interest rate policy pursued by the
cooperative agricultural banks. Lack of sufficient equity capital was seen as a risk to
the solvency of the cooperative agricultural banks, since their assets consisted of the
incrementally retained earnings, backed by guarantees and member liability. DNB’s
critical attitude was no doubt dictated in part by the turbulence in the financial sector
and CCCB’s liquidity and solvency problems in particular, in addition to the failures
in the small-business credit sector and CCB’s direct financial involvement in the
Hanzebank in Den Bosch. The failure of this major local (Catholic) small-business
bank in  had a huge impact, as the contemporary newspapers show. In addition
to revoking the discount facility, DNB also criticised the business model of the co-
operative agricultural credit system in its - annual report. Leading contem-
porary bankers and economists were also critical of the high interest rates paid on
savings deposits and low interest rates charged on loans by the cooperative agricul-
tural banks. In , a leading banker opined that cooperative agricultural banks had
managed to avoid major losses so far, thanks to the healthy state of the agricultural
sector, but would be in for a rude awakening in a protracted depression, unless they
reformed themselves into general banks.

Despite these negative sentiments, but after a detailed audit by DNB, both central
cooperatives were once again granted (limited) discount facilities at the beginning of
. The contacts between the DNB and the two central cooperatives would proceed
more smoothly thereafter. In the s the central cooperatives were regularly invited
by the board of the Dutch central bank to discuss the development of their business,
in the same way as it kept a finger on the pulse of the larger commercial banks. In
 the then DNB president, L.J.A. Trip, was to remark that: ‘It may be concluded
that agricultural credit, even though objections against its co-operative principles
may be justified, has fulfilled expectations…’

. Crisis of the s

The Great Depression of the s probably created fewer casualties among banks in
the Netherlands than elsewhere in Europe. Some  banks disappeared between
 and , most of them during the years -. When these figures are
corrected for  newly established commercial banks, however, the net loss was 
and it is worth noting that a substantial number of those that went out of business
were founded during the s banking crisis or in its aftermath. By  the total
number of commercial banks had been reduced to .
In that same year there were over , cooperative agricultural banks, , of

which were members of either CCB or CCRB. The total number of member banks
had increased from , to , during the s, and not one agricultural coopera-
tive member bank failed during the s crisis. Only two member banks faced finan-
cial difficulties and were taken over by neighbouring banks in the same cooperative
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organisation (one in  and one in ). A further two cooperative agricultural
banks had their membership revoked by their central cooperative (one in  and
the other in ), due to their failure to comply with the rules of membership. How
non-member agricultural cooperative banks fared during these troublesome years is
less clear, although we do know that one bank was refused membership in  after
an audit revealed financial difficulties.
It can be concluded from this historical evidence that the fears expressed by bank-

ers and DNB alike did not materialise. Quite the opposite in fact, since the slight drop
in numbers was more than compensated for by the membership of seventeen new
young local member banks, primarily in the provinces of Noord-Brabant and Lim-
burg (the historical base of the smaller CCB organisation). With around  and 

boerenleenbanken respectively, these two provinces by and large had the greatest den-
sity of cooperative agricultural banks.

Worst of times

Before the Great Depression, Dutch farmers had faced another agricultural crisis in
the late s. The credit demand rose, but the volume of savings increased even
more at the cooperative agricultural banks. General economic conditions were good
in the Netherlands at that time, however, and even the dramatic events of October
 did not disturb the positive outlook. Some believed it was just a minor crisis
that would pass and historically high profits were made that year. Both central or-
ganisations used these profits to strengthen their reserve funds, from which member
banks could be financially supported to some extent, should their own reserves be
insufficient. The situation at the local banks varied during the next years, although
most banks did not suffer severe losses.
In their s annual general members’ meetings, the chairmen of CCB and CCRB

both stressed the need for conservative banking policies in view of the recent devel-
opments. This implied restraint in credit provision and close monitoring of the col-
lateral for both new and existing loans. Both central cooperatives urged their member
banks to increase their local reserves, which should total at least / (CCB) or /
(CCRB) of the total liabilities. Meanwhile, it was the task of the central organisations
in their turn to monitor the overall liquidity position, a policy which also entailed
member banks being unable to lock savings into loans with longer periods to matur-
ity. It should be noted that the specific rules enforced by both central cooperatives
differed in terms of duration and conditions. Despite this adjusted credit policy,
however, the banks still had to seize collateral on occasion in subsequent years, when
members were no longer capable of repaying their loans in time as a result of the
crisis. The central cooperative had to cover the loss in a few isolated cases.
In  the impact of the recent agricultural crisis in the Netherlands was felt

among the mixed agricultural businesses, which had, until then, been less badly af-
fected than the pure farming operations – a segment that had been suffering from
price declines since . Exporting agricultural sectors, including horticulture and
bulb growing, were impacted by international monetary developments. Falling ex-
ports as a result of a wide package of international trading and payment restrictions
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had an indirect effect on the operations of the agricultural cooperative banks and the
credit segment shrank, both in terms of advances and debit balances in current ac-
counts. Although cash flows were still strong in , this was largely the result of a
temporary flow of savings (hot money) into the agricultural cooperative banks, which
could not escape the effects of the crisis on the money and capital markets. Invest-
ments of all kinds had lost their appeal after October  and affluent individuals
and businesses were seeking safe havens for their cash. The consequence of all of this
was that agricultural cooperative banks and the traditional savings banks as well
were suddenly awash with savings. Both CCB and CCRB tried to discourage the in-
flow of this ‘hot money’ by using the interest rate as a control mechanism for the
central cooperatives’ advances to the member banks and the member banks’ deposits
at the central cooperatives, thus creating the mechanisms to implement adjustments
whenever undesirable tendencies were observed locally. The flow changed direction,
however, after Great Britain left the Gold Standard. With news of bank failures erod-
ing confidence even further, Dutch households responded by a flight to safety and
liquidity, and real estate or hoarding money under the mattress were traditionally
believed to be safe havens. The decline of the volume of savings deposits at the
cooperative agricultural banks, however, must be attributed to the poor results in the
agricultural sector, since the volume of savings deposits at the traditional savings
banks and the Postal Savings Bank (Rijkspostspaarbank) did not show a similar de-
cline. In the period - the total volume of savings at cooperative agricultural
banks decreased from around NLG . million to nearly NLG  million. The
volumes at the savings banks increased from nearly NLG  million to over
NLG  million during the same period and from NLG . million to NLG 

million at the Postal Savings Bank. The latter growth might be explained by the fact
that the Postal Savings Bank was a state enterprise under ministerial supervision and
was considered relatively safe.

The cooperative agricultural banks suffered considerable losses on their securities
portfolios in , as a result of the turbulence on the financial markets. CCB was able
to cover nearly half of its losses of over NLG .million on securities from the special
reserves accrued in previous years, but CCRB’s reserves were decidedly smaller and
so this cooperative was only able to cover NLG . million of its NLG . million
losses on securities holdings of NLG  million (as at the end of ) from its re-
serves. The board was not interested in charging the remaining NLG million against
the ordinary reserves, because that would have effectively wiped out those reserves
and would consequently have sent the wrong message to the market. In addition, the
board expected that the losses on securities would be temporary to a certain extent
and would disappear as the economy recovered, so some of the losses were compen-
sated for by a slight rise in share prices, while another portion was written off against
the profit and the ordinary reserves during the next two years.

The balance sheets of cooperative agricultural banks for the years - were
clearly defined by the crisis (see Table .). In  extra cash requirements even
forced CCRB to use the DNB discount facility, albeit only for the modest amount of
NLG ,. Beginning in , the central cooperatives completely halted all inde-
pendent credit activities at member banks and any form of credit provision was made

 Dutch cooperative banks and the crises of the s and s 



subject to a central decision. Furthermore, credit lending was restricted to short-term
business credit alone, in order to maintain the full liquidity of the organisation for
potential emergencies. Under the new guidelines, only purely productive (short-
term) credit could be extended, and only to fully creditworthy members. Farmers
requiring long-term loans and land credit were referred to the banks that had pre-
viously been set up specifically for those purposes. The volume of savings started to
fall in that year, a trend that would continue at CBB until  and the worsening
results were another reason to tighten management control at the member banks.
The drop in deposits at the member banks also affected their deposits with their

central cooperatives. The fact that this amount fell by no more than NLG  million
was internally attributed to the decline in local credit demand as a result of shrinking
exports of agricultural and horticultural products, plus the positive effect of the state
support to the agricultural sector. In addition, a certain degree of impoverishment
was taking hold across the countryside, and the clients of the member banks were
tightening their belts accordingly.
Both central cooperatives continued to stress the importance of sufficient liquidity

on the balance sheets of their member banks, because ‘many of the loans from our
banks, which would have remained fully liquid if not loaned, tend to be at least par-
tially converted to fixed assets and frozen. The fact that this is happening may gradu-
ally necessitate a greater dependence on savings, so that the regular repayment of the
advances may not proceed as smoothly as before, while the normal growth of savings
is decreasing at the same time,’ explained the chairman of the Board at the CCB
general meeting in May .

Earlier that same month, both central cooperatives had been invited by DNB to
discuss the central cooperatives’ liquidity, the tight interest rate margins and the in-
sufficient (in DNB’s view) reserve and capital formation. The board of CCRB ob-
served afterwards that the cooperatives had apparently acquitted themselves quite
well in the discussion with the board of DNB, as no follow-up meeting had been
planned. DNB had stipulated, however, that it should regularly be kept informed of
the banking activities of the two cooperatives and these and other meetings were used
by DNB in an attempt to gain more insight into the trends in Dutch banking. The
roots of this prudential supervision, which was concentrated on the commercial
banks, date from the period after the fall of the British pound sterling and were
based entirely on voluntary cooperation on the part of the banks.

A comparison

The vast growth of bank funds for cooperative agricultural credit came to a halt in
the year . As shown in Table ., the figures of the four major commercial banks
at the time, i.e. Amsterdamsche Bank, Twentsche Bank, Incasso Bank and Robaver,
present a similar outcome. The figures for these banks declined in the next two
years, except in the case of the Twentsche Bank.
In  the figures at both central cooperatives showed a recovery, whereas the

decline continued at the commercial banks. The cooperative agricultural banks still
had external funding at their disposal during these difficult times, but the commercial
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banks were able to attract scarcely any private savings and were dependent, therefore,
on different and more expensive funding.

Table . External funding of major Dutch Banks, - (NLG thousands) and
index,  = 

Year CCRB Index CCB Index Amsterdamsche

Bank

Index Twentsche

Bank

Index Incasso

Bank

Index Robaver Index

 ,  ,  ,  ,  ,  . 

 ,  ,  ,  ,  ,  . 

 ,  ,  ,  ,  ,  . 

 ,  ,  ,  ,  ,  . 

 ,  ,  ,  ,  ,  . 

Source: Janszen (), p. .

Note: External funding (deposits, creditors with respect to current accounts, savings, etc.)

In the case of the  non-cooperative banks, the following were not taken into consideration: the

deposits with security, foreign currency creditors and securities-based lines of credit.

Control and supervision

The future was looking increasingly bleak in the early s and so both central co-
operatives decided to carry out more intensive monitoring to protect the cooperative-
banks and their modest reserves from unexpected financial setbacks. If nothing else,
these measures served to reassure the members – who were bound by unlimited liabi-
lity. Furthermore, this early form of internal prudential supervision provided the cen-
tral cooperatives with a national economic overview, since they had data from nearly
, banks all over the country. At a time when bankers did not have the outcomes of
economic trend analysis at their disposal, both central cooperatives were able to use
balance sheet data from their members covering a period of twenty to thirty years,
which enabled them to detect undesirable developments at an early stage.
In  CCB created an internal black list of banks at which CCB inspectors had

identified problems. Blacklisted banks were to be subjected to more intensive moni-
toring until their administration and management were up to standard. The number
of banks on this black list grew to nearly double its original size in the period -
 (see Table .), although this increase was most likely due to intensified manage-
ment monitoring. This monitoring in its turn, had been a response to the fact that the
member banks had been demonstrating their true cooperative values in these crisis
years by making allowances, wherever possible, for the problems their borrowers
were facing. Arrears in interest payments and insufficiently solid guarantees consti-
tuted risks, however, and the central cooperatives were attempting to minimize these.
In the mid-s, the number of banks on the black list dropped as a result of

improving conditions in the Dutch agricultural sector (which can be attributed in
part to the financial support at national level in response to the crisis) and more
stringent supervision. Intensification of the inspections revealed possible irregulari-
ties at an earlier stage, so that appropriate steps could be taken sooner and the
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Table . Number of banks on CCB’s black list, -

Year Number Percentage of total

  .

  .

  .

  .

 – –

  .

  .

  .

Source: ARN, CCB, minutes of board meeting  August  and May .

Note: – = No data.

financial impact on the bank and its members (who had unlimited liability) could be
kept to a minimum. This, in its turn, limited the potential consequential loss by all
member banks, something that should not be understated in reference to the crisis,
when the unexpected and considerable financial repercussions of fraud and suchlike
could be a significant blow to the reserves and liquidity of the cooperative agricultural
banks.
At a local level, the increase of members in financial difficulties is reflected by the

expansion of the legal work being carried out at the central cooperatives. Unlike pre-
vious crises, this one also exposed the fact that many agricultural cooperative associa-
tions (non-banks) were struggling with management issues. Because of the impact of
this on the banks, CCRB resolved in  that its member banks would henceforth
require the approval of the central cooperative for the granting of new credit and the
continuation of existing credit to these member cooperatives. It was then not long
before supplemental provisions effectively placed all lending activities at the agricul-
tural cooperative associations under central control.

Following a number of troubled years, the balance sheet total for  showed
some growth, and good harvests and financial support from the government allowed
Dutch famers a breathing space. The relief payments made to the farmers by the
government were transferred though the cooperative agricultural banks, that had al-
most exclusive control of this payments service, including both cash and non-cash
payment transactions. An adverse effect of these relief payments, however, was the
increased administrative burden on the local banks and their central organisation.

. Recovery

Farm investments started to grow again after the mid-s and the banks saw an
increase in credit demand. The cooperative agricultural banks managed to improve
their market share, despite the crisis; their conservative banking policy had not
stopped them lending, which they continued to do at favourable rates. The coopera-
tive agricultural banks charged between  and . percent, whereas the rate was be-
tween  and  percent at the commercial banks. The volume of savings increased
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again at the cooperative agricultural banks after the depreciation of the Dutch
guilder. The total funds deposited at all CCB-banks increased by more than
NLG , in  and the total was almost NLG . million in ; deposits at
the CCRB banks increased by NLG  million. The increase consisted predominantly
of ‘hot money’, just as it had in , and both organizations again tried to halt the
influx by reducing the interest rate, just as they had before. The CCB and CCRB
banks were nevertheless still paying more than their competitors, the Postal Savings
Bank and the traditional savings banks. The lack of sound investments was the main
reason for the increased savings deposits. The reduced interest rate and the threat of
war since September  left their marks, however, and the inflow of savings depos-
its at the CCRB banks dropped to NLG  million and to only NLG . million at the
CCB banks as a result. The international political tensions were even to reduce the
total volume of savings while the credit demand increased at the same time, as an-
other turbulent period closed in.

Conclusions

The emergence of the cooperative banking system in the Netherlands was a response
to an imperfect financial infrastructure. The cooperative agricultural banks acquired
a solid position within two decades and provided farmers with the financial services
they needed. The banks succeeded in reinforcing that position and shoring them-
selves up against the turbulence of the early s and into the s, which was no
easy achievement by any means, in view of the fact that the agricultural sector was
struggling with an agricultural and economic crisis, financial unrest and international
political intrigues. The cooperative agricultural banking sector was able to hold its
own and consolidate its market share despite the turbulent times, while the commer-
cial banking sector was not. One contributing factor was undoubtedly the fact that
not a single CCB or CCRB member bank went bankrupt during the crises of the
s and s; a significant feat in an era without a modern deposit guarantee
scheme.
Supervision of compliance with rules and regulations tended to increase during

times of crisis. Having learned from past experience and from the consequences of
previous agricultural crises and the banking crisis of the s, the central coopera-
tives had already moved towards more stringent internal control. The adjustments
were designed to reduce the risks. Moreover, the cooperative agricultural banks could
not quickly attract extra capital when suddenly faced with significant financial set-
backs, although the chance that a CCB or CCRB member bank would fail was quite
small. The features of the cooperative organisation included internal safeguards and a
high degree of mutual solidarity. When these were coupled with the option of using
the interest rate as a control mechanism for the central cooperatives’ advances to the
member banks and the member banks’ deposits at the central cooperatives, they pro-
vided the means of making adjustments whenever locally adverse tendencies were
observed. Even in economically turbulent times, the agricultural cooperative banks
proved to be solid banking institutions. In  CCB board member G.W.M. Huys-
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mans concluded in retrospect that the s crisis had been a test of the effectiveness
of Dutch cooperative agricultural credit in many respects. It had successfully sur-
vived the worst of times, due to strict credit assessment, solid banking policies and a
well-developed supervision structure within the cooperative banking model.

Notes

. The first agricultural credit associations were set up under the  Act on Freedom of
Association. In , the Minister of Justice denied Royal approval to the Amerongen
credit association, because it was not an association of individuals (in the legal sense) but a
corporation (vennootschap). See CCB, Jaarverslag (Annual report) , p. .

. See Brugmans (), pp. -; CBS ().
. CBS (), table .
. Ibid., table .
. See also Stoffer () chapter . The German economist and liberal politician F.H.

Schultze-Delitzsch (-) was one of the pioneers in the development of cooperatives
in Germany.

. DNB (), I p. .
. Archives Rabobank Nederland (hereafter ARN), CCB, Verslag algemene vergadering, 

April .
. For more details on the aftermath of the  crisis and Dutch banking, f.e. De Jong, ()

Vol. III, pp. -.
. ’t Hart, Jonker & Van Zanden (), p. .
. Keesing (), p. .
. Historical newspapers online; http://kranten.kb.nl.
. Klemann (), chapters  and .
. Sluyterman et al. (), p. .
. See Vanthoor ().
. Wet op de coöperatieve verenigingen () and Wet op zedelijke lichamen () For legal

details, see Van Dooren & Van IJperenburg ().
. See CBS (), p. .
. Huysmans (), p. .
. Van Wijk, (); Borst ().
. Colvin, (); Colvin ().
. Cf. Huysmans ().
. CCB, Maandelijkse Mededeelingen, June .
. De Vries () Vol. V, table . See also pp. - and pp. -.
. CCB, Jaarverslagen (annual reports)  and ; Maandelijkse Mededeelingen, ,

p. .
. CCRB, Raiffeisenbode, July , p. .
. Weststrate (), p. .
. CCB, Jaarverslag (annual report) .
. Sluyterman (), p. .
. ARN, CCB, Minutes of the Board, .
. CCCB started out as Coöperatieve Centrale Christelijke Boerenleenbank (-) and its

next name was Coöperatieve Centrale Land- en Tuinbouwbank (-). During its final
years it was known as Centrale Landbouwbank (-).

. For further details, see Borst ().
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. De Jong (), Vol. III, pp. -.
. Weststrate (), pp. , -; Van Campen (), pp. -.
. De Vries (), p. .
. Op cit Van Diepenbeek (), p. .
. A breakdown of the causes: merger, winding up/liquidation, bankrupted. DNB (),

table , p.  and De Vries (), Vol. V, table , p. .
. See Mooij ().
. Mooij (), appendix .
. CCB, Jaarverslag (annual report)  and CCRB, Jaarverslag (annual report) .
. Op cit Van Nierop in Mooij (), p. .
.There was no cross-guarantee system linking all member banks at the time.
. Cf. Bergsma (), p. .
. Visser (), p. .
. De Regt ().
.Weststrate (), p. .
. CCB, Mededeelingen, June .
.ARN, CCRB, Minutes of the Board,  April .
. See Mooij & Prast ().
. Robaver was the result of a merger () between Rotterdamsche Bank and the Deposito-

en Administratie Bank. The acquisition of Labouchere Oyens & Co’s Bank made Robaver
the largest commercial bank in the Netherlands at that time.

.Weststrate (), p. .
. Bokma & De Hen (), p. .
. Visser (), p. .
. Huysmans (), p. .
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