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APPENDIX A.

(Yide Chapter YII).

Copy of Resolution X passed by the 13th meetmga of the Standing
Comaniitee of co-operators, United Provinces, held in Aprit, 1925, on
the question of length of loans to members.

(1} Resolved that this Cpmmittee urges upon the central and district
banks the desirabilify of prolonging the terms at present fixed for repay-
ment of loan, and with that end in view recommends the following scale
for adoption :—

{a) Sesds and rents . 1to 2 years (according to local conditions)

{b} Bullocka we %0 &,
(¢) Improvement of iands . Tiol0 ,,
(d) Repayment of old debta v 3t T,
(e) Marrieges w lto 3 ,, (unless earlier payments am

. i posgible).
() Funeral snd other ceremonies ... 1 year.

(9) Other items 1to 2 years.

, A borrower has of course the optlon to repay the loans earlier if he
likes.

(2) As to the terms of loans to be advanced for other purposes to
the membeérs of non-agricultural societies, suggestiong be invited from
the banks concerned and laid before the next eon_lmittee.



APPENDIX B.

(Yide Chapter WII),

Copy o* Resolution 11 passed by the 13th meeting of the Standing Com-
w.ttee of Go-operators, United Provinces, held in April, 1925, on the
question of liguid cover for Primary societies,

{a) Resolved that all primary societies of limited liability, which
aceept loans and deposits, be required to maintain liquid cover.

(b) Resolved further that such primary societies of unlimited liabi-
lity as provide for repayment of deposits all the year round and not in
January and July only should also be required to maintain liquid cover.

(c)-The scale of the liquid cover in both cases shall be as given
below :— ‘

(i) 25 per cent. of the fixed deposifs and loans falling due
within three months (less the amounts for which written
notice of renewal has been received),

(ii) 83 per cent. of the amount held in savings bank deposits,

" and
(iii) 60 per cent. of the amount held in current account.

(d) The liquid cover should be maintained in the same form as laid
down for central banks under resclution I (@) of the twelfth meeting of
the Standing Committee (Appendix E).
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APPENDIX C.

{Vide Chapter ¥IIT).
Note by the Director of Agriculture for the Co-operative Commiltee,

(1) The possibilities of agricultural non-credit societies require
more thorough and businesslike investigation by the Co-operative
department than they have hitherto had. At present there is no demand
in the provinces for these societies. Such as have been started are
reported year after year to be doing little or nothing* with one excep-
tion—the Hardoi Agricultural Supply Society—which, I am informed, is
not strictly speaking a co-operative society or at least is not run on
strictly co-operative lines. .

There is no knowledge of co-operative principles as applied to
agricultural developmient. The demand for agricultural non-credit
societies has yet to be created. After years of failute and neglect an
outburst of successful activity cannot be expected. Lee-way will have
to be made up gradually. The Co-operative department will have to
educate public opinion in the principles of co-operstion. It will, in my
opinion, do this more effectively by starting and working a few selected
schemes successfully than by embarking on a campaign beyond its
capacity. In fact, I hold the view personally that the Co-operative
department can, for the present at any rate, best assist agricultural
development by organising and increasing facilities for cheap credit by
means of its banks. This movement ig backward in these provinces.
In the opinion of experienced district officers some of the banks are
mansged in such & manner as to do positive harm,

The experience of the Agricnltural department has been unfortunate
in those cases in which it has assisted the co-operative movement. The
staff of my department has been disheartened and discouraged by the

- results. To undertake joint schemes on a large scale will have a
" demoralising effect until the Co-operative department has overhauled -
its methods and has shown by some successful examples that it is able
to organise agricultural non-credit societies on business lines. ‘

* See snnual report of Co-operative department, 1922.28, page 8 and 192821, page
18. .
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(2) Between 1913 and 1916 the Agricultural department made
grants amounting to & total of Rs. 12,548 to co-operative banks towards
the construction of four central seed stores. The details are as follows :—

. Rs.
Co-operative Bank, Bulandshahr e . 2,000
' »  Mainpori . . 4,205

” »» Jasrana (Mainpuri) - 3,742

. v Sandila (Hardoi) . . 2,600

Further assistance has beerd given from fime to tlme Pure seed
has been supplied. A subordinate agricultural service officer was deputed
to the Mainpuri seed store, in 1922-23 to try and pull it rcund. The
Board of Agriculture made a grant for the employment of a clerk. A
grant of Rs. 600 was made to the Jasrana seed store in 1924 which the
society allowed to lapse. The results obtained from these central seed
stores are summarised below :—

The Bulandshahr bank’s central seed store distributed a small
amount of seed obtained from the Government farms from the date of
completion of the building up to 1916. In that year it was decided to
carry on without the assistance of Governraent farms. Thig decision
should have been sound because by this time the bank’s central seed
store should have been self-supporting in the matter of seed supply
except for the small quantity of seed required to maintain & pure stock.
Suitable measures, however, were not taken to organise the supply of
seed. Owing to careless storage the small amount collected was nearly
all spoilt. A Jloss was incurred. The store was closed in 1916 and
converted into the bank’s office.

The Mainpuri bank’s seed store is reported to be working at a loss
in spite of the assistance given to it. In 1922.23, the last year for which
figures hre available, 392 maunds of seed was distributed. :

The Jasrans seed store in 1924-25 distributed 197 maunds of seed.

The Sandila seed store distributed in 1923-24, the last year for
which figures are available, 397 meunds of seed.

The total annual distribution of seced from these four central seed
stores fun by co-operative societies is round about 1,000 maunds. The
total amount of seed distributed by the Agricultural depariment in
1924-25 was 70,000 msunds. The Co-operative department has failed
to establish seed distribution on co-operative lines although it started
level with the Agricultural department which began %o organise &eed
distribution in 1913.

In view of the facts given above I am not prepared to recommend
that any of the existing seed stores which are being successfully
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managed by the Agricultural department should be handed over to co-
operative societies. The Agricultural department seed stores are doing
an immense amount of good and have added lakhs to the income of the
provinces. It would not be fair to the cultivator who locks to my
department for his supply of improved seed to take the risk involved
in a change of rnanagement.

The question of making the Agricultural department’s seed stores
more popular does not arise. They ere popular already. An increase
in the number is required. The whole of the ‘seed produced on Govern-
ment farms, by the return of grain distributed on the sswais system and
by grants-in-zid of private farms, is disposed of long before sowing
time. Double the quantity mow produced could be sold by the
department without any difficulty. ,

Seed production is the important factor in the management of seed
stores. The actual distribution or sale of the seed presents no difficulty.
Production and distribution cannot be separated and if the Co-operative
department undertakes seed distribution the staff must learn the
technical details of pure seed production by means of the grain sawasi
and other methods used by the Agricultural department. This is
simple. The mere selling of grain alone is not a Bolution of the
- problem of seed distribution.

It will defeat the object in view, viz., the development of the co-
operative movement, if the Agricultural department runs the seed stores
for co-operative societies. Unless the latter can undertake schemes for
seed production and distribution for definite areas it is safer, in my
opinion, to leave the matter entirely in the hands of the Agricultural
department.

Tke best line for the Co-operative department to-take now is to
get the existing seed stores at Bulandshahr, Sandils, Mainpuri- and
Jasrana reorganised. The Agricultural department will supply the
nucleus of pure seed required to re-start them. It will instruct the staff
employed in the technical methods and in the system of accounts. The
experts of the Co-operative department must work out methods for
realisation of grain and the increase of stock of seed on co-operative
hines.

As soon as the Co-operative department can organise seed stores
successfully and prepare sound schemes for financing them, I'am pre-
pared to recommend to Government that a central seed store should be
built and leased to a society. As a guide to the financial side I give
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the following details. The cost of an Agricultural department central
seed store with a capacity of 2,000 maunds of seed is as follows :—
-8
. Ra.

Non-recurring. . !
Land an2 buildings .- vee - o 5,500

Advancs for purchase of seed - e 10,000
Recurring.

Seed store assistant on Rs. 110—§—150 < 169
Clerk on Rs. 30 per mensem - e - .. 860
Two mates on Rs. 12 each .- - - .. 283
Travelling sllowance 800
Office w100
Repairs in cecond year . 100

2,780

(3) The Agricultural department installed three tube wells in 1916,
at Ismailpur in Bijnor, at Tateora in Hardoi and at Kaswara in Budaun,
with the object of handing them over to co-operative societies to be
worked on co-operative lines. These schemes did not materialise. They
are all excellent wells. The well at Tateora has not been worked for
many years. No society was formed to take it over. The well at
Kaswara has been managed throughout by the Agricultural department

* probably for the same reason. The co-operative society at Ismailpur
never took over the complete management of the well nor, as far as I
can ascertain, ever prepared any scheme for the distribution of water.
The well was not used to its full capacity. As far as agricultural
improvement goes it was & failure. The crops and methods necessary
for financial success were not adopted. I resumed the complefe charge
of this well in 1924. The effect of the direct control of the Agricultural
department was apparent at once. Instead of being a failure it is now
an important centre of demonstration and seed precduction.

At Ismsilpur the cultivator who requires water prefers to bring
his own kerosine oil. I suggested to the Registrar that the purchase
and sale of oil would be a simple illustration of co-operative methods
and’ would be of assistance to my department. The proposal was
reported to be not possible and I am endeavouring to arrange the
matter with the qil company myself. I have doubts if the Co-
operative department are able at present to organise tube wells,
although they are suitable for working on co-operative lives.

(4) T consider that a simple and useful form of activity that
would be extensively developed by the Co-operative department is the
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purchase and sale of improved agricultural implements. 1A large
number of implements have been siccessfully introduced, viz., Turn-
wrest and Meston ploughs, lever harrows, sugarcane mills and the
like. The demand is jncreasing. The standard of- agricultural
practice will not be raised until "they are generally adopted. The
Agricultursl department is distributing a largé number but its work
needs supplementing. Arrangements have Been made with firms in
India to supply most of ‘the implements in quantity at favourable
rates. I suggest that the Committee should examine the question
and interview representatives of the following firms:—

(1) Kirlos Kar Brothers.
United Provinces Agent, Sultan Singh Babu Ram Verms,
Sultan Bhawan, Kasganj, Etah.

(2) Jessop and Co.,
Clyde Road, Luckhow.

(3) Nahan State Foundry,
Nahan, Punjab.

The organisation of the supply of implements would be most suc-
cessful where the Agriculiural department has carried out intensive
demonstration, e.g., Etah, Saharanpur, Fyzabad, Meerut and Sitapur.

(5) The ' Agricultural "department has successfully started for
private persons the following :— ‘
(1) Village milk collecting schemes for the supply of city
markets. )
(2} Small power sugsrcane crushers.
- It is as easy to start them for co-operative societies as for indivi-
duals if the former can be organised on & business footing. This is a
piatter which requires examination by co-operative experts.

A village milk collecting scheme has been started in the Agra
district by the Agricultural department. It is now worked successfully
by a private owner. 'This is a basis for investigation by the Co-
* operative department, )

Small power sugarcane crushers driven by oil engines are a proved
success. Many have been installed for private persons by the Agri-
cultural department. It is an operation which should lend itself to
development on co-operative lines particularly in Rohilkhand where
the bel process of making rdb is used. At present the cultivators
crush their cahe at the bel in.- smsall bullock driven mills and sell the
juice to the khandsari. Each bel requires about 12 bullock driven
mills to supply the juice. A small power driven sngarcane mill would
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replace the 12 bullock mills. This is certainly worth further investiga-
tion by co-operative experts. If private persons can make power
driven sugarcane mills pay, why should co-operative societies not do the
same, '

(6) Well boring operations, i.e. the improvement of masonry wells
by boring, are carried out by the Agricultural department in practically
every district in the province. There is & steady demand for it. The
suggestion is put forward that a society could be formed to finance this
work which would consist in purchasing boring equipment and the
employment of a staffl of expert borers. It seems to me a branch
of activity that could very well be run on co-operative lines.
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APPENDIX D.

{Vide Chapter IX).
Note on Cottage Industries and Co-operation by the Regwtmr
dated January 29, 1926.

I.—Past experiments in the co-operative purchase of
raw materials and sale of the finished products :—

(@) Purchase of raw materials,

The co-operative method of buying raw materials has

been tried at Seidraja (District Benares), Tanda (District

yzabad) Fatehpur-Sﬂm (Dlstnct Agra) and Sandila (District
Hardoi).

At Saidraja there are two durrie-makers’ credit societies Saidraja.
and experiments were made to supply yarn to the members
sometime in 1910-11. Similar attempts were made for the
durrie-weayers’ - credit societies at Fatehpur-Sikri (District Fatehpur-
Agra) but both the efforts were of an erratic nature and did not
succeed. Two societies of durrie-makers and 3 of weayers have,
¢ however, been recently organised in the Agra city and with
a view to-supply them with funds at reasonable rateg of
interest an industrial loan has been secured for them from
Government through the District Co-operative Bank, Agra.
Four societies of weavers have recently been orgenised and
registered in the Benares and Fyzabad districts. Efforts are
being made to give a fresh impetus to cottage industries
worked on co-operative lines.

At about the same time in 1910-11, an experiment Wasmg,aa.
made at Tanda for the joint purchase of raw materials on

- indent system, but it proved a very short-lived affair, owing
to the dishonest dealings of & member of the management who
had to be hauled up before a criminal court.

About the same period & Weavers’ society, which is luckily g 400
still in existence, was established at Sandila. Tt was set on its
feet with the help of a Government loan of Rs. 3,000 at 5 per
cent. to which were subsequently added private deposits at
7 per cent. The total amount of share capital then held by
the society was only Rs. 530, but it improved gradusily and
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the society has been flourishing all along, though it was rather
badly hit by fluctuations in the yarn market about the end of
the year 1924. It is doing fairly well.

(b) Co-operative sale of the finished product.

Arrangements for the sale of finished product, along with
the purchase of raw materials, were made at Saidraja, Fateh-
pur-Sikri and Tanda, but all failed with the collapse of the
system of purchase of raw materials. At Tanda the Central
Co-operative Bank used to advance about 75 per cent. of the
estimated price of the articles deposited with it, which was
considered rather a bit indiscreet procedure. ' '

A serious .attempt on a considerable scale was, however,
made by organising the silk Weavers’ Association at Benares,
but it came to a grevious end owing to party spirit, dishonesty
and want of proper supervision. Several other attempts were
also made at Bepares but they all soon failed for the same
reason.

The Sandile General stores, which is still working, keeps
for sale the finished product of the Co-operative Weaving
factory there. It was not doing well in 1924, but is now

reported to be improving. .

- A Co-operative Carpentry Works Limited, was started
at Bareilly with the same object and worked for some time
with success, but subsequently fell a prey to mismanagement
and lack of interest on the part of its members.

The Co-operative Carpentry Works, Limited, Allahabad,
established on the same lines, met with no better luck.

IT.—FExisting societies showing hopeful signs at

- present :—

All the societies enumerated above have gone into liqui-
dation, with the exception of the two at Sandila, besides those
of weavers and durrie makers organised recently. The follow-
ing is & list of such' co-operative societies of industrialists as
have been organised and registered during the last few
months :—

Gadariya societies at (1) Jatiah, (2) Bijnor city and (3)
Sharqi Bijnor.
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snd seven societies of shoe-makers in the towns of Bareilly
and Bijnor. One society of Hosiery manufacturers is being
orgenised in Lucknow city and is expected to be registered
soon. Four societies were registered in the Almora district
but they have not yet been able to start work.

It may be added here that the attempts at Saidraja, Tanda
and Fatehpur-Sikri were not made by organising any stores for
the purpose; they were merely desultory and brought about
simply to help the co-operative credit societies already in
existence. In my opinion, no regular and organised efforts of
an independent nature have so far been made to develop
cottage industries on sound lines, and if this is done more
judiciously I see no reason why we should not meet with
better luck in the co-operative purchase of materials and sale
of the finished product, provided some genuine, honest and
intelligent workers are forthcoming and preducers’ societies
co-operate with them on sound financial basis. The Hindustan
Co-operative Stores at Cawnpore aspire to fill this rdle but it
seems to possess no vitality and is probably dcomed.

ITIT.—Chief reasons of failure :—

Failure in the past is mainly attributable to the inherent fberant
socizl, moral and economic weakness of the artisan as a class. character.
These weaknesses comprise illiteracy, dishonesty, intemperate
babits, poverty and indebtness, with consequent bondage to
the village usurers, middle-men and Karkhanedars (factory
owners), Long-established conservatism and attendant
nervousness in embarking on & new enterprise, lack of trade
weorality, sloth, and special forms of extravagance also playzg:mi‘?: 0~
their own part. Another potent cause is an uiter want ofspirit.
co-operative spirit and education. The artisan is generally
deficient in mutual trust’ and confidence, is disloyal to his
society and often ready to victimise his brother artisan, if
possible. Difficulties of efficient management also greatly
hamper our efforts. Paid agency can often run the managementf‘ﬁf‘éfm:f
fairty well, but only when there is good supervision over it;manage.
the artisan, however, is almost incapable of exercising jt went-
properly. The'last but not the least of our misfortunes is theConflieting
hostility of the village Mahajan and the Kerkhanedar, who is interesta.
at daggers drawn with a movement which naturally seeks to
eliminate him, so far as possible.
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An illustration of the causes that bring about the undoing
of co-operative purchase and sale may be found in the fate of
the Benares Silk Weavers’ Association which broke down
partly because the valuation committee used to favour indivi-
duals in fixing prices, while the JManager, an outsider, did the
same with his own favourites, and partly because the stock-
taking was not done with sufficient care. There were many
articles in stock for which there was no demand.
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APTPENDIX E.

(Yide Chapter X).

Copy of Resolution I, passed by the twelfth meeting of the Standing
Committee of Co-operators, United Provinces, held in November,
1924, on the question of liqguid cover for Central Banks.

4 (@) After prolonged discussions, the committee resolved that the
Central Banks in the United Provinces be required to keep the
minimum liquid cover according to the scale glven below :-—

{i) 25 per cent. of the amount held in fixed deposits repayable-
within the ensuing six months (less the amount for which

-4 . . .
written notice of renewal has been received).
(ii) 33 per cent. of the amount held in Savings Bank deposits.
(iii) 60 per cent. of the amount in current deposits.
'The committee further resolved that the liquid cover should be
maintained in the following form :—

(i) Cash in hand or in outside banks approved of by the
Registrar, a list of such banks being prepared by him.
and circulasted to all banks; '

(ii) Government paper;

(iii) Post Office Savings Bank deposits;
(iv). Other investments of a liquid nature in outside concerns
approved by the Registrar [as in (i) above];

(v} Undrawn balances of assured cash credit—

(a) with the Imperial or any other approved joint stock
bank, and
(b) with the Provincial Bank (when formed) or a Central-
Bank.
~The Begmtrar wag requested to circulate a list of the joint stock
banks approved for investments mentioned in (i} and. (iv) above, and to
arrange for the opening of sa,vmgs bank accounts with the Imperial’
Bank of India. .. .. -

(b) Resolved that no hqmd cover. will be requn'ed for the repay-
ment of the drawn portion of the cash credlt accounfr with the joint
stock banks, if notice for closing the cash credit has not been received.
If, however, such a notica has. been received, arrangements shall be-
made for repayment of the drawn portion of the cash credit and the-
undrawn portion shall not be counted as liquid cover,
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APPENDIX F.

(Yide Chapter XI). ,
Copy of note dated October 4, 1925, by Khan Bahadur Shaikh Makbul
Husain, C.I.E., late Registrar, Co-operative Societies.

A Provinciel Co-operative Bank for the United Provinces.
1. The principal functions of a Provincial Co-operative Bank are—

(i) to provide the extra capital that may be required by the
Central Bankg during the busy season, i.e., between Octo-
ber and April, when agricultural societies are in need of
funds all over the Province for distribution among their
members, and

(ii) to arrange for the best posmble return on the surplus capital
during the slack season, i.e., between June and Septem-
ber, when members of agricultural societies return loans
and there is a glut of money in Central Banks.

A Provincial Bank has—

(a) to serve as a balancing centre of the capitals of the various
central banks, which are affiliated to it;

(b) fo tap fresh sources of supply of funds;

(c) to invest its surplus balances so that they are readily available
for the use of the movement en emergencies ; -

(d) to allow cash credits fo its constituents on favourable terms;
and

(¢) to link the co-operaiive movement with the outside financial
and commercial world.

It is clear that to justify its existence and accomplish these objects a
bank must be able both to raise and to invest capital on more advan-
tageous terms than individual central banks can.

9. The question of formation of a Provincial Co-operative Bank
for the United Provinces hag been under consideration, off and on, since
1914, and different opinions have been expressed on it from time to
time. Af the sixth co-operative conference beld in January, 1914, the
general sense was that the time was then distant when the proposal was
likely to fructify, In the December of the same year it was suggested
at the seventh conference that the question should be inquired into by’
the appointment of & sub-committee or by consulting with the leading
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co-operators. At the eighth conference held in February, 1916, the
President declated that the general sense of the conference was in
favour of the formation of & Provincial Bank, In 1917 the Government
appointed a strong commities to consider the matter. This committee
declared the orgenisation of a bank to be desirable and drew up & set
of elaborate and comprehensive bye-laws for it. These were published
with & Government resolution for crificism and suggestions, but none
, were offered by, anybody. The mninth Provincial Co-operative Con-
ference simply approved the scheme, but no further action was taken.
I considered the question-in 1919, soon after I had taken over charge
of the department, and recorded the opinjon that although a Provincial
Bank would have to be organised sooner or later, the time for it had
wnot arrived then. The first meeting of the Standing Committee of Co-
operators held in December, 1919, agreed in this view and postponed
congideration qf the matter for & year. In June, 1921, the fifth meet-
ing of the Standing Committee resolved that there was no need for a
Provincial Bank. The sixth meeting, held in November, 1921, went
further and declared that a Provincial Bank, if constituted, would be an
. encumbrance for the movement rather than & help.

The eleventh session of the Provincial Conference, held at Benares
in April, 1924, took a different view and, declaring the constitution of a
Trovincial Bank to be very desirable at an early date, requested the
Standing Committee to frame & scheme for it.

3. Among gentlemen who may rightly be regarded as authorities
on the question, the opinion of the following may be considered :—

. (1) Sir Selwyn Fremantla expréssed the opinion in 1914 that a
provincial bank would only be justified on co-operative
grounds if its aim was to equalise the balances of the
different constituent banks. A provincial bank as an
agency for the easy supply of capital would not be a
desirable institution. He thought that the financial crisis
of the time was exceptional and temporary and that a
provincial bank was not necessary as a permanent orga-
nisation in ordinary times. (Vide proceedings of the

_ seventh conference, pages 15 and 16.)

(2) Professor Jevons observed in 1916 that if a provincial bank
was going to be a financing as distingnished from a
balancing organisation, then Government guarantee would
be essential, otherwise there might be difficulty in attract.
ing capital. He did not know whether additional funds
were immediately needed or not and conld not, therefore,



( xvi)

express an opinion gbout the form of orgamsatmn that
should be adopted.

(8) Mr. H. R. C. Hailey remarked at the eighth Provincial Con-

ference that he had talked the matter over with authorities
- in other provinces and his own idea was that a provincial
bank must be more than & mere balancing institution.
The cenfral and district banks would require financial
assistance and the provincial bank must take deposits. The
surplus money of district and central banks would be
invested in the provincial bank and they would also take
shares in it. As the provincial bank would thug have
behind it the credit of all the district and centra}l banks
in the province, he did not think that any Government
guarantee would be necessary. The provincial bank wounld
transact business like other public banks gnd . utilise its
surplus funds by loans to co-operative banks in other prov-
inces or to Joint Stock banks of good repute and standing.

(3) Sir A. C. Chatierjee in expressing his views as Registrar in

- 1916, said that it was necessary for the co-operative

institutiens to organise so far as possible their own
finance. He thought that a merely balancing institution
was impossible and that as a matter of fact there was mo
sach institution in the whole world, that the bank would
only develop gradually, if it attracted much capital at
once it would find difficulty m utilising “the amount
profitably. He agreed that mo State guarantee would be
needed as the bank would bave behind it the credit of the
centra] banks. The question whether the provincial bank
could guarantee sufficient fluid cover for the central banks

« to justify the latter to invest their reserve fund in i,
would, he thought, depend on the connexion that the
provincial bank was able o establish with a presidency
or Joint Stock bank.

4, In 1919 I noted that the central banks in this province had
experienced no difficulty in finding all the money that they required
at reasonable rates of interest, and in regard to the proposal of pro-
vincial bank made the following remarks :—

* I do not see how the mstltutlon of a provincial bank can over-
come the serious difficulty of making a profitable invest-
ment of surplus funds. A provincial bank to justify its
existence must provide money at the cheapest rate of
interest possible at the time when money is required by the
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cenfral societies and also secure the highest rates possible
“for the surplus funds at the season when co-operative
business is slack . . . A bank whose work is mostly
confined to agricultural loans cannot easily do this, and I
am therefore forced to the conclusion that unlesd our pro-
vincial bank can manage to work with only so much capital
ag it can utilise in its legitimate business during the slack
season snd can count upon some outside financial help at
easy rates of interest when the demand is heavy, we can
hardly hope to make it a success. We have neither jute and
paddy to balance each other as in Bengal, nor even big
cotton dealers, as in the Cenfral Provinces, to relieve ns of
our surplus funds, even if such an investment were to be
considered a safe one for a co-operative bank, which appears
to me open to question."’

My visit to the Central Provinces shortly before had showed that
the provincial bank there had worked all right for a few years at the
beginning, but the glut of money was a cause of anxiety them to ite*
administration. Its mismanagement some years later brought thé whole
movement to the verge of ruin. I suggested that outside financial help
could only come from some Joint Stock bank either with or without
Government guarantee and added that without such help there would
be the danger of the bank becoming rather a burden than a help.

5. My’ immediate predecessor in the office of Registrar, the late
Mr. leloughby, fully agreed in these views. ‘I do mot see,” he
remarked, ' how you are going to avoid the difficulties of idle money
by toncentrating the glut at the top of the pyramid. So long as
. the central banks can raise the funds they Tequire,. which, 1 take it, ie
still the case, and their main trouble is idle money, which I also
assume is still the case, I do not see what function a provincial bank
con fulfil in the immediate future, nor how it would pay its way if it
came into existence. Practically the only banks which at present want
o provincial bank as a source of funds are those whose financial position
is precarious and which do not command local confidence. The sound
banks only need a provincial bark to land with their idle money. The
problem is one, I think, for discussion with outside commercial world
rather than with our central banks. Can the bemking organisation of
the country take our monev at the time of plethora and use it to
sufficient advantage to enable them to offer terms which will enable a
provincial bank to pay its way? I have discussed this with Joint Stock
banks, but none of them could help us. As you say we have not got the

r

-
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providential alternation of jute and rice which Bengal has, nor have
we got any large stable industries which we could safely finance.
The Calcutta and Bombay share markets would seem to show thas
there is a very great deal of money these days seeking profitable invest-
mient. Your note on the Central Provinces Provincial Bank shows that
it has developed exactly the defects and dangers that we anticipated.”’

6. The constitutions of the various provincial .'ba,ﬁks that élready
exist in the country vary. I would briefly describe their salient features.

{({) The Bombay Central Bank.

This has a nominal share capital of 7 lakhs, in shares of Rs. 50 each.
These are open to individuals as well ag to societies and are payable by
instalments. The bank is empowered to issue debentures up to 3 times
the paid up value of shares, but not in excess of Rs. 20 lakhs except with
- the permission of the Bombay Government. The Government has guaran-
teed interest at 4-per cent. to debenture holders. The debentures have
been declared to be good securities under the Indian Trusts Act. They
are redeemable in yarying periods of 28 to 41 years from the date of
issye. There is a Sinking Fund for their redemption, the amount to be
’credited to thé Fund varying with the rate of interest o be charged from
societies. The management is.in the hands of Duectors, among whom
are some of the most prominent business men of Bomba:y, The. Regis-
trar is not on the directorate, '

. iy Thé Ptm]ab Provincial Bank T
Has quly recently been started. It admits only co—operatlve societies -
. as share-holders and the Registrir is on the directorate ez officio. The-
authorised capital is unlimited. ~ Rupees 100 i is the value of & share, which
is ordmarﬁy payable by annual”instalments of Rs. 10. Government hq:"
guaranteed 6 per cent. interest to debenture-holders, and debentures are
not to excéed three times the amount of paid up share capxtal or Rs. 20
lakhs. They may be redeemed after 10 years and in any case w:thm
25 years of the date of issue, No dividened is to be paid on shares so long
a8 any debendures remain unpald all prciits being carried to the Sinking
Fund for paying off debentures. Book credit 'is, however, to be given {o
the share-holding societies of the profits to which they would- otherwise
have been entitled, and the accnmulations of ‘these are ultimately %o be
added to their shares in thé bank as & liability of the bank. A liquid
cover of 40 per cent. of the amount repavable on demand has to be kept.

- (1i5) The Bengal Provincial Co-operative Federation. ™
Hasa capital of 10 lakhs in 20,000 shareg of Ks. 50 each. Rs. 25 per
share is to be paid on application and the balance kept as reserve liability.

'
.
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Lla.blhty is limited to the nominal value, qf shares. Government has
given no specml help.  The pye-laws are 'practxca.lly the same as those
of a Ba.nl;mg Union,, There are no individual share-holders. The
Regmtra.r is on the directorate. A} the beginning the Federation
*experienced considerable d1ﬂicu]ty in raasmg money, but it is working
well now and has obta.med a. cash credit from the Imperml Bank of
India. S . E
_ The P}pwnma.l *Banks of— ‘
i (i) The Central Provinces,
(v) Madras,
and (o). ﬁurma

" are all oye;n\. to mdmduals a8 well ag to co-operative socsetws but
those of Madras and the Central Provinces arg trying to exclude #he -
former. Bwrma on the other hand wants to retain individual share-
holders. The Banks of Madras and Burma gre. ’simply developments
of central banks, and have generally retained thelr original congtitution.
The Registrar is not on the directorate of any of these banks. None of
them has mSued debentures or received any guarantee from Government.

¢ (oity The Bihar dnd Or‘tssa Provincial Bank

- Has an a.uthonsed capital of Rs. i ,00,000, consxstmg of—
(@) 4,000 guarantee chares bf Ra. 100 each ..«,‘ ¢ e =4,00,000
{b)- 800 pretex:ence sharen of Rs. 500 each 4.. B ‘1..'-'=s,oo,ooo

' e,
Total «- T,00,600

" No mére than Re. 5 pet guarantee hare is to be ealled up, and the
poid up amount cexrids a preferénce dividend of 6 per cent:” The balance
of ‘Rs: 95" per gharé is to be called only when the Bank is unable to
meet its liabilitieg-to the Imperial or any other Joint Stock bank which
may have allowed a cash credit to it. In addition to the dividend the
. guarantee share holders are’ also ‘entitled to' gef a commission of § per
. cent. on the balance of their shares. This commission is & cumulative
_kﬁrst tharge on the profits. -

"Of the Preference shares Rs..100 i3 payable on a.llotment another
. Re. 100 within one month of a call, and the balance is reserve liability.
" The main feature of this bank "is its strong reserve liability, which
- makes it & safg customer fof Joint Stock banks. It is open to the bank

to issue ordinary shares also; in which case both societies and individuals
- can suhicribe to such sharis.” The Registrar is on the directorate of the
~bank., No guarantee has been given by the Government,
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7. I still think that we do not need a provincial bank for the supply
of additional funds : taken all together, I believe that our Central Banks
can still command sufficient resources to meet the requirements of the
movement. Some of them already possess conszdembly larger funds thao
wuey can utilise and they can, if required, raise still more. This they can
do too at cheaper rates than a provincial bank is likely to be in a position
o offer them. A provincigl bank is therefore really needed only to serve
as a balancing or co-ordinating centre i.e., to make the balances of
surplus banks available to deficit banks a.nd either to secure profitable
investment for surplus balances or to do away with the need of keeping
such balances. This latter object it can only perform if it is helped
by some joint stock bank. We have so far failed in our endeavours to
secure such help. One or two Joint Stock banks used to allow cash
credits to some of our Centra]l Banks but their tendency in more recent
times was either to, withdraw these credits altogether or to make .the
terms harder. The local branches of the Imperial Bank of India have
refused to accommodate us without Government guarantee, although their
Madras and Bombay branches appear to deal with this business. It
is possible that the institution of a provincial bank may make a difference
in this respect in our favour, but we should make sure of fhis before we
launch on the emterprise. Without some definite and certain arrange-
ment, I still think that there would be little prospect of, success for our
Provincial bank, while on the other hand we pay be landed on serious
difficulties by it. It should be remembered that it is not possible for us

to offer the Government securities in which the reserve flmds of our

Uentral banks are invested, as pledges for loan, for these securltles‘
represent the liquid cover pf these banks and if they are pledged they-'
would lose’ that character.. It should also be borne in mind that under
our present arrangement if & Central bank fails its effect is only local.

The movement as a whole remains ucaffected. When we have a central

institution all local failures will necessarily react on it and if it is not

particularly strong’ and resourceful the failure of a large bank, for

instance like.that of Buda.un, may shake it to its foundation and dis- -
oredit the whole movement.,.

8. If a Provincial Bank 4s to be sta.rted I think the Blhar and
Orissa: model will be suitable.. Some difficulty will probably be
experienced in finding the required number of guaraniee share-holders,
but it can probably be avercome by some encouragement at the start
froin Government. A bank can, I believe, be sfarted with a modest
capital of Rs. 2,60,000, as was done in Bibar and Orissa. We may

. count, I think, on getting about 1} lakh from the surplus Central banks,
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and on advancing about 24 lakhs to the deficit banks. . The latter should
borrow at 7% per cent. and the former receive 5% per cent. The liquid
cover which the Bank will be required to maintain would be greatly

reduced if the deposits are made repayable on the Ist July, when money
~would be in hand.

Before, however, launching on an enterprise of this kind I would
strongly advise careful consultation with some reliable banking expers.
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APPENDIX G.

(Yide Chapter XIY).
- Extract from Governmentof India Resolution No. 12—287-1,
dated Simla, the 17th June, 1914.

Attitude of district officers.—Bu while the movement must be,gssen- -
tially a popular one and while excessive official supervision must be
avoided, it by no means follows that Gqvernment officials outside the
circle of those directly connected with co-operation ghould hold aloof.
It is true that the details of initiation and inspection should be left to
the expert agency provided for the purpose, and it is no part of the .
duty of the district officer to intervene in the internal administration of,
societies.- Buf as co-operative societies are no longer isolated experi-
ments outside the sphere of district work, and as, beyond the material
benefits which they offer, they represent an influence closely connected
with the welfare of the people and powerful, now and in the future, for
good or evil, the district officer cannot dissociate himself from the move-
ment. On the contrary, s knowledge of co-operative principles and
pra,ctiee has now become as essential as a knowledge of Tevenue law and .
it is his duty to maintain the closest touch with societies, not allowing
them to languish through want of syfnpathy or to develop on undesir-
able lines through want of vigilance. Without in any way becoming an
active propagandiet he should, personally and not through his subordi-
nates, meke himself a.cquainted with the progress of the movement
Jn hig district, encouraging and helping those whe have formed them-
selves into societies, enlisting the interest and support of men of
influence and wealth, and assisting with his advme thése who seek to avail
themselves of the benefits of co-operation, This in no way involves the
officialising of co-operation, nor does if trench upon the essential
principle that the movement, if it is to succeed, must be a popula.r one.
Rather will it gain in strength by such encoursgement and guidance,
while the more closely the district officer is in touch with societies the
more surely will he find to his hand new and valuable agencies to help
him in his daily work.
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APPENDIX H.

- -

(Yide Chapter XY).
Eztracts from the report of the Chief Inspector of Offices, United
" Provinces, on the Office of Registrar, Cowoperative Societies, United
Provinces, dated 26th November, 1925. o
- - » L J - . L J »

If therg is little value in papers, such as referred to, passing through
the head clerk, there is even less in their going to the head assistant who,
although more highly paid than the head clerk, is not & gazetted officer
and in nine cases out of ten merely duplicates the work done by the
head clerk. I cannot, in fact, see any need for two ministerial heads in

430emall an office, pa.rtwu'larly as they are recrnited from the same source
and frained in the same school'of experience. Apart from snything else
such an arrangement is always productive of friction between the two
heads and this tension invariably reacts on the rest of the staff, to the
disadvantage of the work which I consider would be better done and
better managed generally with one ministerial head.
» . L » - » » -

I do not think there is much wrong with the rest of the system
followed in the head office or in the Assistant Registrar’s office ai
Bareilly, but it is unquestlonably the case that both offices are under-
staffed. I examined the work of the men in detail. In the head
office the Registration and Liquidation clerks have just about enocugh
to keep them fully employed. The Liquidation clerk has charge
of the stationery stocks also and should, I think, be relieved of
this work. The Commitfée clerk also has enough to do without the
library which should be removed from his charge. The Miscellaneous
clerk is greatly overburdened and alsé .jn need of relief. Owing to no
proper weeding having been done. for séme years past, the record keeper
and his assistant cannet keep pace with their work and are ¥n need of
temporary relief. Temporary” relief is also needed by the Audit and
Inspection clerk, if the work of the section is to be Brought into order.
He is also in charge of forms work which he cannot do satisfactorily end
which should be taken away from him. =

. . » » ] . '

-

() That a separate post of Appointments clerk should be created. for
the head office thus relieving the present Miscellaneous clerk who wonld
become the General Correspondence clerk of the office. Both clerks
would have just about enough to do. '
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(i) An additional post should also be created to take over the work
connected with the library, forms, stationery and stores and the man
holding it should be called Stores,.clerk and Librarian. He too would
have quite enough to do.

(#4) I have'examined the attendance and leave registers of the office
and have come to the conclusion that the work is confinually being
greatly dislocated and hampered by the absence of men on shert leave.
The extent of the dislocation caused by men on leave in so small an
office is considerable, and, since jt is not possible to avoid ‘the grant
of short leave, I am satisfied that the creation of an extra post as a leave
reserve 18 absolutely necessary and that the office will never work satis-
factorily without such a reserve. I am satisfied too that there will
always be plenty of work for the extra clerk.

(iv) A temporary clerk is required for s period of one year to assist
in the arrangement of files and papers in the Audit and Inspection section.
‘When this is done and if the suggestion in paragraph 8 (¢) of this letter
18 accepted, the Audit and Inspection clerk should be able to carry on
his duties without extra assistance.

(v) A temporary clerk is also required in the record room to assist
in bringing the weeding work up-to-date. I anticipate that this clerk
will also be required for about a year. Thereafter the record-keeper
and his assistant should have no difficuity in carrying on the work of
the section unaided. «

(vi} I have already said that I do not consider if necessary to have
two ministerial heads in so small an office and in my opinion the post
of head clerk should be abolished. I would have suggested the abolition of
the senior post but the office is left for, long periods in charge of its
ministerial head and it is proper, I think, that this head should be
suitably remunerated for’his heavy and responsible duties. *I consider
that a pay.of Rs. 250—S850 would be & smtable remuneration in the
circumstances of the case.

This proposal is made without prejudice to the appointment of a
Personal Assistant for the Registrar. T have no doubt that the appoint-
ment of a personal assistant can be separately justified.

- - L » » . »

The average extra cost (net) involved would be Rs. 1,275 per annum.
This would be increased to Rs. 1,755 per annum if the further proposal
that the pay of the future heud assistant should be raised to Rs. 250—350
per. mensem is accepted. There would be a big gap between the
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maxingum pay of the senior clerks and the minimum pay of the head assis-
tant bus this is as it shonid be, considering the duties and responsibilifies
of the post and of course appointments to it should be made only by
selection of the fittest man available in the office or from outside if a
sviiskle man is not available in the office.

I come now to the Assistant Registrar's office at Bareilly. The
staff consists of two clerks and one of these is required to act as Assistant
Registrar’s camp clerk. If he goes out with the Assistant Registrar the
burden of the work falls on the clerk who is left behind. I he does not
go out with the Assistant Registrar, tha# officer is seriously inconvenienced
and work is hampered. The current work of the office is up-to-date but
everything else has been seriously neglected, e.g., old files of 1921 and
1922 have not yet been properly arranged and are stored in a confused
mass. No proper account of stationery is maintained and no stock book
of forms. No weeding at all has been done. Some relief will be
experienced if the gsuggestions contained in paragraph 3 above are adopted
by avaiding the regisiration of unimportant and routine correspondence
<f a porely tramsitory character, as also by discontinuing the translation
of appeals in arbitration cases, since the Assistant Registrars are as well
able to tead the vernacular as their clerks ; but even so the work will be
beyond the powers of two men to perform satisfaciorily and I consider

"that the appointment of an extrs clerk in the 45-—65 grade is urgently
called for. The average exira cost will be Rs. 720 per annum.

I did not examine the office of the Assistant Registrar at Allahabad,
before leaving that station, as I gathered that I'was required to inspect
only the head office at Lucknow and only learnt while inspecting that
office that the subordinate offices would also require inspection. I will
look at the Assistant Registrar’s office at Allahabad when I get back to
headquarters at the beginning of next month, but 1 presome that the
conditions at the Bareilly and Allahabad offices are identical and that
since an exira clerk is required at Bareilly one will be required at
Allahabad also, the exira cost, as at Bareilly, being Rs. 720 per annum.
I would note in conclusion that should the number of Assisiant Registrars
be increased as a result of the deliberations of the Committee now sitting,
work in the two subordinate offices will be reduced; and perhaps it
would be as well to entertain the extra clerks required for those offices
on & temporary basis.
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APPENDIX 1

(Vide Chapter XYII).

Extracts from Bombay Act No. VII 6}‘ 19235.
Preamble :

‘WHEREAS it is expedient further to facilitate the

. formation and working of co-operative societies for the promo-

tion of thrift, self-help and mutual aid 'among agriculturists
and other persons with common economic needs so as to
bring about better living, better business and better methods
of productior and for the purpose to consolidate and amend the
law relating to ‘co-operative societies in the Presidency of
Bombay ;

» s T = ¢« e »

Section 50A.—(1) Where in the course of ‘winding up of a.
society it appears that any person who has taken part in the
organization or management of the society or amy past or

‘present chairman, secrefary, member of the managing com-

mittee or officer of the society has misapplied or retained or
become liable or accountable for any money or property of the
society or has been guilty of misfeasance or breach of trust.
in relation to the society®the Registrar may, on the application
of the liquidator or of any creditor or contributory, examine-
into the condyct of such person and make an order requiring
him to repay or restore the money or property or any part
thereof respectively with interest at such rate as the Registrar’
thinks just or to contribute such sum fo the assets of the society
by way of compensation in regard to the misapplication,
retainer, misfeasance or breach of trust as the Registrar thinks.
just.

- {2) This section shall apply notwithstanding that the act

is one for which the offender may be criminally responsible.
. . . » - .

Offences. -

Section 60.—It shall be an offence under this Act if—
v {a) a society with a working capital of Rs. 50,000 or-
more or an officer or member thereof fails without
- any reasonable excuse to give any notice, send
any returu or dbcument, do or sllow to be done-
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anything Which the society, officer or member is
" by this Act required fo give. send, do or allow
to be done; or ]

(b) 8 society or an officer or & member thereof wilfully ,‘;g;"l;;} or
neglects or refuses to do any act or to furnish any defeult by »
information required for the purposes of this Act gy ety
by the Registrar or other person duly authorized
by bim in writing in this behalf; or |

{c} a society or an officer or & member thereof wilfully Wilfal .
makes a false return or furnishes false informa- Q};“‘f,’;' false
tion ; or. - information.

{d) any person wilfully or without any yeasonable excuse Disobedience
disobeys any summons, requisifion or® lawful ‘;;ﬁmona'
written order issued under the provisions of this requisition
Act or does not furnish any information lawfully o order.
required from him by s person authorized to do so
under the provisions oj this Act.

.
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APPENDIX J.

Chapter XY.
« TRAINING OF CO-OPERATIVE STAFF IN THE PUNJAB.
I.—Inspectors regeive careful training since on them depends the
adequate training of all co-operators. They undergo at least fifteen
months’ training. As soon as a candidate is accepted he is sent to an
experienced inspector for three months and is made to read a few intro-
ductory books; in this period he gains an insight into co-operation in

Theory end Practice. The next three months are devoted to a special
lass in rural economics.

1
The followmg course of reading is prescribed :—
1. Maclagan Committee’s report on Co-operation in India.
9, The Law and Principles of Co-operation, by H. Calvert.
Rural Crediés, by Harrick.
Co-operation in Agriculture, by Powell.
People’s Banks, by Wolff.
History of the Rochdale Pioneers, by Holyoake.
Co-operation in India, by Mukerjee.
Nicholson’s report on Co-operation.
Co-operation at Home and sbroad, by Fay.
10. Catechism on Credit Co-operation, by Barretts.
11. The Country Banker, by Rae.
12. Indian Co-operative Studies (1, 2 and 3).
13. Rural Life Problems of the United States, by Plunkett.

14. Observations of the American Committee on Rural Credif in
Europe.

d ol i i ol

15. Principles of Rural Economics, by Carver.
16. Indian Companies Act.

(The whole of Nos. 2, 5, 14 and 15 to be read ; chapters of the rest
are selected by the inspector. The educational inspector prescnbes such
further reading as he considers advisable. The course is now under -
revision.)
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Lectures on the following subjects are delivered :—

L
2.

bid

A rural country—A survey of wealth, land, labour and caplta.l
Poverty—An econamic factor, must be dae to causes; these’
causes must be ascertainable, some or all may be removable.
An inquiry needed. Difference between poverty and debt.
What do we see—Neglect by educated people (mostly collected
in towns); by zamindars themselves Need to study rural
economics. ‘ *
First lesson of rural economice :—

Organization is the keystone to success.

The organization best adopted to agriculture is co-operstion.-

What is co-operation?

Position of co-operation in a rura] state, any alternative to co-
operation in agriculture.

Co-operation, a secondary fanction of the State.

State axd—Hlstory ; State aid in foreign countries and the
Punjab, i.e., (1) Finance, (2) Supervision, (3) Audit.

. _ Second lesson of rural economics :—

The education of the labourer in the technique of his work.
What is & zamindar’s work? To get the maximum profit out

of hig land, i.e., to bay, tb grow, to market, to sell to the
best advantage :—

To buy, to market, to sell—organization, co-operation.

To grow—Agricultural department.

To market includes packing, storing and fransport, co-opera-
fion and the middleman.

Third lesson of rural economics :—

Profits result applying labour to land with the aid of capital.

Land limited.

Capital unlimited.
Farmer must learn to employ more capital, e.g., unplements,
power {cattle, etc.), improvements (wells, manures, etc.).
Causes of debt in rural countries ; debt in Punjab, remedy for
debt. Farmer must get capital credit debt. Productive
debt and unproductive debt.

Fourth lesson of rural economies :—

Whether any given enterprise is profitable or not can only be
ascertained by keeping accurate accounts, e.g., does it pay
to Lkeep a particular cow.or ox or to mapure, or to grow
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hemp, or to put that Iand under another crop and buy
hemp, or to sink a well, or to grow fodder.

Accounts and their great importance.
Need of audit. '

8. Ob;ects of Association. e
Basic conditions of Assocaataon —_

(1) Election of members. + .

(2) Mutual knowledge (limited area of operation).

(8) Similarity of need.

(4) Control over the advancement of loans, supervision of tie
application of the loans, strictness of the re-payment.

(5) Publicity of affairs.

- (6) Management of affairs (voting power).

(7) Reserve.

(8) Liability.

(9) Security. * .U

(10) Incurring of liability or raising of funds (maximum credit
limit of the'society).

9. Credit:—

(1) Definition and postulates of credit.

(2) Basis of credit.

(8) Different institutions of credlt in Indla

(4) Organized credit compared with mdlv:ldual eredit and need
of organized credit. :

(5) Co-operative credit versus facile eredit or cheap credit.

10. Co-operation :—
(1) Meaning of co-operatmn with examples.
(2) Origir of co-operation with examples.

(8) Principles of co-operation, object of each principle and their
inter-relation.

11. Prevailing types of rural credit societies :—
What is a village society? What lesson does it teach?
Village society as a saving institution.

Alternate law (9 or 10 lectures) with other subjects here.

12. Discussion of the Theory of Interest.

13. History of co-operation in Punjab. ~

14. History of Rochdale Stores.

15. History of co-operation in forelﬁn countries.
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16. Other forms-%f co~t§peration —
(1) Egg sellingrsocieties.
(2) Co-operative dairies.
(3) Insurance socieies.
(4) Co-operative dispensaries.
(5) Co-operative housing. -
17. How to start g societ&? ’
18. How to teach?

19. TFinance and banking—Number of banks thers would be on
the European scale, including the urban sahgkar of the old system,
village shopkeeper imitating sahukar exists in all countries; Armenian,
Jew, Greek, Gombeen man; failure of Punjab. joint stock banks owing
to neg!ect of ordivary business rules; co-operative credit the only thmgr

“left; the co-operative system. '

20. Finence, co-opera.tivé —
Pressnt system of Punjab finance—
1. Deposits of members.
N { 2. 8hares and ressrve.
Central banks.

2. Unions.
External ... } 3. Government aid.

Internal

4. Deposit of non-members.
5, ' Ovsar-drafts from Imperial Bank of India.

21. History of the co-sperative finance of other eountries.
99. Some defects of the ‘Pynjab finance. *
23. Ordinary banking :—'

(1) Functions of banks and their methods of Work

{(2) Crises and how to avoid-them. -

(3) Difference betv’vqen 3 co-operative society and joint stock
concern. Compare model articles of a company and model
bye-laws of a society.

(4) Need of banks in the modern world of foreign exchange,
business and industry. Cheque system and clearing bouses.

24. Monecy.—Meaning of money; its history and different forms
of to-duy. '
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25. Law (includes rules and bye-laws)—

(1) Attempts to help agriculture previous to the passing of the
Act of 1904 and afterwards.

(2) Necessity of separate law code for co-opera.twe socleties (com-
panies law did not suit).

(3) Grouping of scattered sections into—

(a) (i) Rights and privileges of a member.

(i) Duties and liabilities of a member.

(b) () Privileges of registered societies.

(#1) Daties of a registered society.
(1#) Division into—

(1) Birth of a society.

(2) Life of a society.

(3) Death of a society.

(¢) Miscellaneous.

(&} (1) The relation of each www, .rule and bye-law to
previous lectures, e.g., co-operative principles to
be explained.

(2) Section containing the Iaw necessary for every form
of association.
(3) Section embodying or - protecting co-operative
principles. '
26. Bye-laws of different types.—History of the co-operative law in
other countries. ‘
27. Practice.—Field work should commence after first 8 lectures—

(1) Composition of a rural society. Name of books. Custody of
books. Importance of every book.

(2) How entries are made in the books (how interest is calculated
and entered when there are more than one loan or deposit
in the same ledger account).

(3) How Kistbandi is prepared, extension of leans, ete.

(4) How the Had-qarza (normal credit) of a member and that
of a society is fixed.

(5) How to teach the members of the committee and all the
members assembled in s general meeting to elect Managing
Committee (members) to admit members or expel them.

(6} How loans are advanced within and beyond M. C. L. and what
steps are taken before and after the advancement of loans.

(T Andit note—

D Importa.nce of every question -from the co-operative point
of view.
(2) How audit is condurted and questions answered.



( =xxiii )

(8) How fo prepare the balance-sheet and test its correctness.

(9) Actual working of— ’
(1) Primary societies. .
(2) Banking union with special reference to supervision.
(3) Central bank with special reference to supervision.
(4) Other forms.

(10) Double and single entry system of keeping accounts.

(11) How to correct a mistake by crediting and debiting.

(12) How to split a society into two or more societies.

(13) Arbitration. How proceedings sare taken. Duties of an
arbitrator. Force of award. Execution of award through
civil court-and payment of court-fee and process-fee, aud law
connected therewith.

(14) How to draw up an application for reglstmtlon

(15) How to amend a bye-law.

(16) How societies are classified.

(17) How stock and daily sales registers are kept up-to-date.

{18) Pooling of indents and distribution of supplies.

(19) Preparation of anmual statements.

(20} Monthly and quarterly statements of central socieiies.

{21} How to inspect societies.

{(22) Liquidation Proceedings. Report for liquidation. Preparation
of assets and liability statement. Preparation of recovery
statement. Final report.

At the end they have to pass an examination of the M.A. Standard
in the Law, Theory and Practice of Co-operation. There are two paners
“in the first two subjects and one and a vivd roce in the third. The
papers are set by the Registrar and the answers corrected by him also.
If he has passed the examination, the candidale is given a post as
sub- lnspector (paid bv the Punjab Co-operative Union), which he retains
until a vacancy as inspector occurs. Thus he does audit and general
work with societies for at least nine months, in addition to the more
specialised trammg Before a candidate is anpointed he must be declared
fit by his assistant registrar. The test is thus a severe one. Continu-
ous reading is insisted on ; difficult work in connexion with bad societies,
liquidation work, special audit of large old societies, etc., are allotted
to him. Any inspector who is found to have ceased to study books
from the office library would have his promotion stopped. The general
idea is to'send back into the villages villagers who have received a special
education in rural problems, rural ecnnomics and co-operation.

' 8
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I1.—(1) Candidates for the post of sub-inspector ordinarily receive
six months’ training, in¢luding the one month’s class prescribed below.

(2) Candidates receive five months’ training under inspectors in the
field. As far as possible this is given under the direct supervision of the
inspector himself, :

3 The training includes the study of—
() “ The Law and Principles of Co-operatmn ™
(0) Punjab Manual of Co-operation.
(c) Belected chapters out of the Urdn edition of Dupernex's
Peoples’ Bank for Northern India, and other Urda
literature. '

The inspector in the course of five months examines the candidates
viod voce in the Law, Theory and Practice of Co-operation and notes
the result for the information of the Circle Registrar. Not less than
three such examinations are held within the period.

(4) During the training, at least fifteen societies are andited. The
inspector checks this work, awards marks and forwards these to the
Circle Registrar.

(5) Candidates are required to prepare registration papers of three.
societies, and take part in the liquidation of one. Inspectors report the
result to the Circle Registrar.

(6) Candidates certified fit for this purpose by the Circle Registrar
are required to attend the special monfh's course, which is held nnder
the orders of the Circle Registrar with the assistance of the educational
inspector. The latter is responsible for all Work not allotted by the
Circle Registrar to other officials.

(7) Papers are set by the educational inspector in Tew and Theorv
They are marked by the Circle Registrar, who sets additional questions,
if so inclined.

(8) There is vivd voce exammatlon of each candidate condugted
under the orders of the Circle Registrar. This is mainly concerned with
practical work, but may include questions ont of T.aw and Principles.

(9) The Circle Registrar decides as to the fitness of. the candidates
on consideration of the various reports received from the inspectors
(paragraphs 8, 4 and 5 above) and the results of the final examination.
About equal weight is given to each.

(10) Times and places of examination and ‘the month’s course are

arranged by Circle Registrars in consultation with the-educational i Inspec-
tol.c

-
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(11) The scheme for the one month’s course is dmwn up bv the
educational inspector,

(12) In the asbove scheme the responsiblhty for the trainiag of
sub-inspectors is placed on Circle Registrars. The educetional inspector
is in the position of specialist adviser and sssistant. If is obvious thaé

_ he cannot do, everything himself ; he helps the Circle Registrars to train
candidates. The local inspector fakes a large part in the training and
month’s course,

There are now two-educational inspectors and two assistants.

(13) Candidates are paid actual railway fares to and from the place
w]gere the one month’s course is held and are paid a subsistence allow-
ance of fiffeen rupees while attending the course. -

Apart from the above, other training is slso given to the staff.
Most inspectors undergo one month’s training in Rural Economy at the
Agricultural College, Lyallpur. This is the class for Assistant Com-
missioners, etc. Ten sub-inspectors every year undergo six months’
training in practical agriculture at the same college, so that they can
teach and explain while suditing societies. The whole staff has been
going to the agricultural farms once or twice & year, to keep in touch with
improvements, etc. Visits to United Provinces to see ravine reclamation
work were arranged. They are encouraged to add to their knowledge of
rural problems and their solution. There is & good library of books on
Economics and Co-operation and Rural subjects generally, and they are
expected to read steadily. Continunous systematic reading year after
year, coupled with practical field work in dealing with real rural diffi-
culties, sll based upon a -sound prehmmary tra.:mug of men who are
graduates in Economics or Agriculture is giving the province a well
qualified staff.

IIT.—The training of the members of primary socleties is carried on
by the sub-inspectors and inspectors. The meetings of the umons are
opportunities for lectures and explanations, secretaries of the pnma,ry
societies attend Refresher courses, ‘and the following sub]ects are ex-
plained to them :—

(1) Tmportant sections of the Act.

(2) Rules and bye-laws.

(3) Book-keeping and maintenance of aecounts.
(4) Preparation of annual-statements. .
(5) Main points of co-operation.

(6) Unlimited Lability.



( xxxvi )

IV.—Refresher courses are attended by inspectors and sub-inspecs
tors and take place once & year in each assistant registrar’s and deputy
registrar's circle in the monthg of October, November, April and May
when the zamindars are busy in sowing and harvesting and the staff ha.s
not rmuch field work to do.

The course extendg over eight days and the educational inspector
arranges dates with assistant registrar and deputy registrar.

Lectures are given at least on the following subjects : —

The importance of a thorough knowledge of co-operation with
instances of common ignorance—

() History of co-operation.

{(b) Credit.

(¢) Principles underlying the Act, rules and bye-laws.

(d) How to start a co-operative society.

(¢) Accounts, more especially register Had-qarza and Kistbandi.

(f) Audit.

{g) Supply.

(k) Arbitration and liquidation.

(#} Annual statements.

() The place of co-operation in & rural state.

(k) Annual report and different forms of co-operation by the
assistant registrar.

The lectures, except the last, are allofted by the assistant registrars
to different inspectors to prepare and deliver. They are usually glven
several months’ motice of the subject allotted to them.

The lectures, except (k), are ‘followed by a discussion and eriticism
which is confined to matters of practical importance. The educational
inspector speaks et the end and dwells upon points omitted or points
misunderstood ; the assistant registrar uses his discretion ag to whether a
discussion should follow lecture (k).

The above are not the only subjects of lectures; others are arranged
by the educational inspector with circle officers, and at least one lecture
is given by each inspector. The courses have done @ lot of good and
the standard of lecture has greatly improved. As the staff are asked to
criticise the lecture, the lecturer hag fo be careful as to the matter he
prepares. Registrar attends as many as he can, and there is no doubt
that reading and study is stimulated by those courses. Assistant regis-
trars, deputy reglstra.rs and registrar deliver lectures on special topics,
and everything ig done to make the training valusble. ‘After the Re-
fresher course an essay is set for those attending. The essay is designed
to test the candidate’ 8 knowledge of some practical problem in co-opera-
tion.

’



APPENDIX K.

PROPOSED AMENDMENTS IN Co-OPERATIVE SocIETIES' Acr (II or 1912).

I.—Amendments already submisted to Government but kept under
consideration pending revision of the Act in other Provinces.

{1) Preamble.—Line 2, insert ** mutual help ** between ** thrift **
and ** and.”

Co-operation involves mutaal help, and this might be made clear.

(2) Section 2.~ -Add a new deftnition after (a) °‘ amendment of a
bye-law includes & mew bye-law and a resolntion rescinding a bye-
law.”

Cf. definitions in section 106, Friendly Societies” Act, 1896, and in
section 79, Indusirial and Provincial Societies’ Act, 1893.

(3) Section 3.—Add a new deﬁmhon after (¢) *° Past member
includes a deceased member."”

The expression has been used in sections 20 23, 42(3)(b) and 43
(2(1). There is an element of doubt as {0 whether a ** past member "’
includes a ** deceased member,”” and it should therefore be clearly
defined.

In particular, there is, primd faci¢, no reason why a hqmdatur
should be preciuded from framing an order under section 42 against the
estate of a deceased member and why the estate of a deceased mem-
ber should not be sned under arbitration rules. In actual practice it is
assumed that the one term includes the other:.

[Owing to the above alierations sub-clauses (a) to (g) will be (a) to
(1.]

() Section 4(2).—Line 1, fnsert ** primary ** between ** the ** and
* object.”” The liability may be limited in the case of a society whose
primary object may be co-operative sale of produce but which allows an
advance on produce boaght in pending sale. In a society for the sale of
ghi or milk it is desirable to provide for Joans for the purchase of good
cows as a secondary object, but it i8 desirable to keep the liability

(5) Section 13.—(1) Omit ** where the Lability . . . by shares ™
and begin the clause with ** each member of a registered society.”
Delete clavse (2).
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(6) Section 17.—(2) and (3) may be re-drafted to run as follows :—

(2) The Registrar, the Collector or any person authorized by
general or specia] order in writing in this behalf by the
Registrar, shall at all times have access to all the books,
accounts, papers, deeds, documents and securities of a
society and may examine the balance-sheet showing the
receipts_and expenditure, funds and effects of the society
and verify the same with the books, deeds, documents, ac-
counts and vouchers relating thereto and either sign the
same &g found by him fo be correct, duly vouched and in
-aocordance with law, or specially report to the society in
what respects he finds them incorrect, unvouched and nof
in accordance with law.

(3) The audit under sub-section (1) shall include an examination
of overdue debts and a valuation of the assets and liabilities
of the society.

(4) Every officer of the society shall submit on demand such
books, accounts, papers, deeds, documents and securities
and furnish such information in regard to the transactions
and working of the society as the person making such ins-
pection may require,

. NoTR.—The audit is so important that the addltlona geem very
desirable.

(7} Section 19.—Replace the present section 19 by the following :—

** Subject to any prior claim of Government in respect of land
revenue or any money recoverable as land revenue or of a landlord in
respect of rent or any money recoverable as rent, a registered society
shall have a charge in priority to creditors in respect of all outstandings
of the society with such member or past member, on all the property
and assets of such member or past member.”

The Maclagan Comamittes om Co-operation have recommended that
the prior claim of the society should be definitely described as a ““cbarge”
on the property in respect of which the loan was granted (vide Com-
mittee's report, page 43).

The clause is new. The society should have a charge on all the
property end sssets of a member in priority to all creditors. (See
Resolution IV of the 13th meeting of the Standing Committee of Co-
operators.)

' {8) Section 22(s)(§5).—Line 6, for ** one month ' ' substitute ** three

months.”’
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One month does not in all cases allow time to a society fo decide
whether the heir or the nomimee is duly qualified and to the beir or
nominee to specify a person who is likely to fulfil the conditions of
membership. .

(9) Section 28.-—Add **(1)” after ** 28." Add a new clause (2) as
follows :—

(2) ** The Local Government may by general or special order
exempt any registered society or class of registered socletics
from the payment of the taxes or rates pavable under the
Municipalities Act or any other local law.”

Tbe 5th and 6th Provincial Conferences urged such exemption, vide
" pages 19 and 34 respectively of the proceedings of these conferences.
Reference is also inviied to G. 0. no. 2074/X1—150F., dated November
3, 1913, from the Secretary to Government, United Provinces, Municipal
department, to all Chairmen of Municipal Boards, United Provinces,
reproduced at page 31 of the Manual of Co-operative Societies in the
United Provinces. The specific order in every case would mecessarily
rest with Governmeni—all that appears desirable is to secure power
to issue such orders in the interests of deserving societies.

(10) Section 35.—In clanse (2), lime 1, insert the following between

shall ** and ** furnish ** :—

** Produce all or such books, papers, accounis deeds, documents

and securites of the society and.™

(11} Section 39—Omit (3). Add at the end of clause (4) **if
ench authority so directs and on such conditions as it deems fit.™

Clauses (3) and () give the society two montihs’ time to make away
with the assets. There have been very few appeals made to the Local
Government against the registrar’s order cancelling registration and
those that were made were rejected. The order should not be put in
abevance unless the appellate suthority after an examination of the
case directs that it shou!d be.

(I2» Section 42.—Amend section 42(2) 16 read as follows :—

(2) A hquidator appointed under snb-section (1) shall bave such
of the powers mentioned below as the registrar may from
time to fime grant—

(@) to institute and defend suits or other Jegal proceedings an
behsif of the society by his name of office ;

(b) to determine the amount of debt to be paid to the society,
ar the contribafioa to be made to its assels, by the mem-
bersandpnstmunbersofthemhreq:whve}y :
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(c) to carry on the business of the society so far as may be :
necegsary for the beneficial winding up of the same;

(d) to sell the immovable and movable property of the society
by public auction or private contract;

(e) to do all acts and to execute, in the name and on behalf of
the society, all deeds, receipts and other documents, and
for that purpose to use, when necessary, the society's
seal;

{f) to raise on the security of the assets of the societies any
requisite money ;

(g) to investigate all claims against the society and subject to
the provisions of this Act fo decide the questions of
priority arising between claimants ;

(k) to determine by what persons and, im what proportions the
costs of the liquidation are to be borne; and

(5} to give such directions and to do all such other things in
regard to the collection and distribution of the assets of
the society, as may appear to him to be necessary for
winding up the affairs of the society.

(13) Section 42 as amended by Act IIT of 1919.—Add a new clause
after (42)(4) and re-number the subsequent sub-sections :—

(5) Apy sum ordered to be recovered under this section may be
recovered, on a requisition being made in this behslf to
the Collector by the Registrar of Co-operative Societies,
in the same manner as arresrs of land revenue.

(14) In (5) re-numbered as (6) insert al the beginning *‘ save as
provided in sub-section (5)."

The vbject of the provision made by the amending Act IIT of 1919
was to facilitate recovery of the debts owed by members, but legal
opinion among co-operators is divided as to whether the object has been
attained by the provision. It is contended by those who bold that it
has not been, that the ** contribution ** contemplated by section 42(2)(b)
cannot be taken to include members’ debts as such, inasmuch as they
can only be determined after all realizable assets of the society under
liquidation have been realised. It is therefore desirable to make a clear
provision in the Act.

(15) Add as clause (8) of section 42 :—

** The Registrar may remove a liquidator and appoint another in
his place.” ’
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The regisirar is believed to possess this power, but it will be well to
make it clear [see Government rule 31(2), page 3% of Manual]. A
liquidator ought to be temovable if he does not work or works badly. ‘

(16) Section 43(2), clause (1), (@).—Lineé 1, add between ** any *
and ‘* dispute '' as follows :—

' Claim for Tecovery of debts or other dues or any.”’

(b) Line 9, insert’ ' mode of "’ between ‘* the '’ and *‘ enforce-
ment.”’ '

Regarding (a) the Government of India has asked if any special
procedure should be prescribed for the recovery of ‘* undisputed '’ debts.
If a debt due by a member is not paid on demand without any reason-
able excuse, the practice obtaining here is to take that a dispute touching
the business of the socisty hag arisen. As it has been pointed ount from
certain quarters, this interpretation of the law is liable to challenge. Tt
ig desirable to make it explicit.

Regarding (b) only a verbal change is suggested.

(17) Adc_i as & new section :—

*“ All officers, employees and members of panchayats of co-opera-
tive societies and liquidators appointed by the registrar
shall be deemed to be public servantg within the meaning
of section 21, clause 10 of the Indian Penal Code."”

This addition is considered necessary to secure the prosecution of
officers, ete., who take bribes or otherwise misbehave.

1 . -
I.—Proposed amendments in the Act already considered by the
Standing Committee.
(18) (1) Relaxations in favour of co-operative societies in the
provisions ander—
{a) Insolvency Act—
Amendments suggested in 8th meeting, Resolution VI, and
Amendmentg suggested in 11th meeting, Resolution II and
Appendix A.
(b) Agra Tenancy Act and Oudh Rent Act—
Amendments noted in Appendix A under Resolufion X of
the 12th meeting.
(The 13th meeting of the Standing Committee resclved that ‘* the
nuestions be considered at the time the amendment of the Co-operative
Soeieties’ Act is under consideration.” Resolutions VII and VIIL)

9
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{2) Section 13(2).—'' One member one vote '’ should be the rule

It may not be left to be prescribed by the bye-laws.*

(The 13th meeting resolved that ‘‘ the principle in question b
strictly observed.””' Resolution V.) '

ITI1.-—Other proposals made by the department for amending th
Act (not yet laid before the Standing Committee).

(19) (1) Section 24.—Change ““1 year”’ to ‘2 years.” (Th
same period a8 in section 23; to check risks).

(2) Section 34.—The rate for contribution towards charitable object
may well be raised from 7} per cent. of the total profits to 10 per cent.

(3) Section 42(2)(b).—Add ** or the legal representatives of decease:
members *’ [as in Governemnt rule 31(4}]..

(23) Section 42(4A).—Omit the words *‘ in the same manner.”



ORDERS OF GOVERNMENT,

No. 133/XII1B—20.
Co-OPERATIVE DEPARTMENT.
September 16, 1926.
RESOLUTION.

REaD—

Report of the Jo-oporative Jommittes of the United Provinoas, 1936.

OBsSERVATIONS.~In September, 1925, the Government
appointed a committee—

(1) to inquire and report the reasons why co-operative
societies in various loocalities have not succeeded
better in gaining the confidence and support of the
people ; and

(2) to make proposals for improving the organizatiom,
superwsmn, control, audit and finanoing of the move-

ment in all its bra.nches

Mr. R, Oakden, 0.8.I., 0.B.BE., L.0.8., Commissioner of Meerut
division, was the Chairman. The committee reported in
March, 1926.

2. The foundations of the co-operative movement in these
. provinces were laid in 1900, when Mr. Dupernex of the Indian
Civil Service published a volume entitled * Peoples’ Banks
for Northern India,” and organized a few experimental
societies in 1901. The work did not, however, really begin
until 1904 when the first Co-operative Socioties Aot was
passed and the Co-operative department was formod. It owed
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its inception to the Government and is still generally regarded
by the people as a Government movement. In'the country-
side the village co-operative society is known as the * sarkari
bank.” The distriot officer is still the chairman of the district
bank ; and liguidation arrears are realized in the same way as
Government revenue and not as private debts. The initiative,
‘the driving power have come from the top. The personality
of the Registrar has played a deoisive part in the building
up of the movement in the past and must continue to do
go for many years to come. Moreover, it would be difficult to
exaggerate the benefits which its successful growth may
ultimately oonfer. The problem of rural poverty is complex.
It has many aspects, and must be attacked fiom many
sides : by the spread of education. the improvement of agri-
" cultural methods, the development of alternative employ-
ments, as well as by the provision of credit. In all these
directions the co-operative movementican be of the greatest
assistance, and its fortunes are therefore a matter of deep
concern to the Government.

3. The main energies of the deparfment have hitherfo
been concentrated on providing credit at reasonable rates fo
the rural population. This is buf nafural in & predominant-
ly agricultural province where over 90 per cent. of the
people reside in villages and about three-quarters of the
population live by agriculture. At the census of 1921 there
were nearly thirty million persons who were dependent on the
cultivation of land held by tenants and petty propriefors.
The first and most pressing need of the cultivator is to be able
to borrow money at reasonable rates for agrioultural purposes.
At present he looks mainly to the village money-lender to
finance bhim, but he is lucky if he is charged less than 374
per cent. interest per annum. The indebtedness of the
peasantry and theirlack of capital is in fact one of the most
urgent problems in the rura! economy of the province. It
is therefore cbvious that village credit societies must continue
to occupy for a long time the first place in the aotivities of -
the department. DBut the success of the whole movement
depends on the extent to which such societies are organized on
a truly co-operative basis. The crux of the problem is the
soundness of the village credit societies. It will be as well,
therefore, before disoussing the recommendations of the com-
mittee, to describe briefly the normal constitution of & village
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sooiety and its relation to the central credit society. . This
will conduce to & clearer understanding both of the defects
revealed in the report of the committee and of the remedies
proposed by them.

4, The area of an agriculfural society in these provinces is
limited to one village, and, a5 a rule, only one society is per-
mitted in & village. In some instances two or three very small
contignons hamlets have been organized into one society.
Meu bership is opea toall residents in the village who are con-
sidered suitable by the committee or the general meeting.
The liability of the members is unlimited. ¥Each member
has Lo take as many shares as may be determined for him by
the committee in view of his status. The value of a share
is generally twenty rupees and in the poorer societies ten rupees-
It is payable in twenty hali-yearly instalments. Under &
rule made by the Government no dividend can be distributed
on a share until ten years have elapsed since the payment
of the first instalment. In this way the profits of a society
during the first ten years of its existénce provide, after pay-
ment of expenses, a reserve fund, which at present i3 either
utilized as working capital or invested in the shares of a
oentral sooiety. Most societies are in this manner affiliated to
a ceutral society. Each agricultural society has an elected
committes (panchayat) and a chairpnan (sarpanch). The books
and accounts of fiveto ten neighbouring soocieties known a3 a
“ group ' are written by a paid accountant or ‘‘ secretary ”
whose work is supervised by the staff of the central society
with the assistance of the committees of local societies.

\ The central oredit societies include distriot banks, cenfral
banks and banking unions and have more or less the same
functions. The difference between district and cenfral banks
is ons of name only., District banks are central banks sitnated
at the headquarters of s district ; only one district bank
oan exist in each district, but there may be a number of central
banks. Banking unions differ from central banks in one
respect only, 1.e., they do not admit individual shareholders ;
the shareholders of central banks are some of them individuals
and some of them gocieties, but banking unions admit societies
only. ‘“These central oredit societies finance che primary

sgcieties and it is also their duty to organize and supervise
them. ‘
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5. The progress of the movement since its commencement
is set out statistically in the followmg table e

Total r Tofat
nuwber of |  Total Total owned
gogieties | Wember- | capital | L o
Year, . and ship of | involved cgnbral
centra] | Primary ) mthe " rd
banks, Bocietios, (movement. togictios.
Rs. Rs,

1994-06 ., e . . 159 12,216 . e
‘1906-08 .. . . . 198 10,234 . 47,018
190807 .. .. . . 170 17,404 . 1,67,812
190708 .. . .. . ig7 88,985 . 2,79,431
1908-09 .. . .s . 889 55,067 . 4,786,136
1909-10 . .. . .- 783 43,963 . 563,852
1910-11 . " - - 1,268 €3,085 ., 7,698,189
1112 ., . v - 1,946 76812 . 10,25,452
191219, . . . 2,580 94.042 .. 8,568,983
1918-14 ., o - . 2,800 | 108,028 ea 17,862,068
191415, . . ‘e - 3,968 107,781 ws 28,165,601
18156-t6 .. . .o - 8,190 118,251 . 28,47,691
191617 .. .- . . 8,248 | 109,238 | 76,660,966 | 38,768,462
1917-18 ., - . . 8,087 97,638 | 73,21.910 | 36,831,206
1418-19 ,, e .- o 8,406 98,527 | 75.22,107 { 40,70,571
1920 . .. .. 8,731 97,066 | 76,74,992 | 4243718
92021 . . - 4,43 110,620 | 80,393,433 | 46,04,540
194130 ., .. . .. 6,137 | 128,118 | 80,78,042 | 51,62,101
192223 . .- . 5609 | 196,423 |1,00,80,942] 67.50,738
1%28.24 . .. . v 5,756 | 144,483 (105,14,167 64,34 263
is2e25 ., e - . ‘ 6,000 | 155,149 [1,1251,865| 72,06,819

Of the 6,000 societies at the end of 1924.25, 5,672 were
agricultural oredit primary societies which were affiliated to
73 central credit societies. These primary societies now own
41'5 per cent. of their working capital ; savings inshares now
amount to 18'44 lakhs and undistributed profits to 1892 lakhs
out of a total working capital of 82'85 lakhs. They have a
membership of 155,000 and usually charge their members 15
per cenf. as interest as compared Wxth 374 per cent. which
is generally charged by money-lenders for a cash loan. The
proportion of members to the agricultural population is still
very small, between two and three per cent., and the move-
ment has so far only touched the fringe of the problem. But
judged by figures slone, the progress made during the last
twenty-fwo years, WOuld not be regarded as unsatisfactory.
In Germany, the pionser of co- opera.twe credit, there were only
thirty sooieties at the end of the first thirty years; in Austria
there were fifteen after the first ten years. The true measure
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of progress, however, is not the numbdr of societies but their
guality ; the factors which count are the extent to which
members have grasped firinly co-operative principles and have
applied them to the every-day- work of “their society. ‘The
committee, after a careful survey of the whole field have
come t0 the conclusion “that judged by the conditions laid
down by the Maclagan Committee most of the primary societies
of the province are a shawn.” This may appear to be a harsh
judgment, but the Government on a ‘careful consideration of
the faots adduced by the committee agree thauv it is substan-
tially, correct. They accept too, geaerally, the committee's
analysis of the causes which are responsible for this state
cf affairs, and their proposals for remedying them.

- 6. The root cause of the failure of the primary sncieties
in the committee's judgment has been ma,dequate supervi. "
sion and ipsufficient grounding in the main prigoiplgs of
co-operation. ‘'I'he duty of supervision rests primarily with
the central banks and in a lesser degree with the departmental
staff. The central banks have failed lamentably ig this part,
of their work. There are various reasons for this.; v Firs [$he®
Direotors are predominantly urban and axe not in closé touc
with rural conditions ; very often too they lack any real Enow- ,
ledge of co-operative prmclples They have, moreover, con-
centrated their attention cn the financing of Bocieties,
- and 80 long as collections have been good, have not troubled
. themselves about the education of members in coe-operative
principles. Secondly, they are generally busy professional men
who cannot b3 expected to visit frequently distant villages to
supervise and instruct societies. This work has, hherefore
tended to fall into the hands of the bank's paid staff which is
often ineflicient, badly confrclled and unequal to the task
which it has to perform. The department also cannot be
absolved from blame, 1t has failed partly through inadequacy
of staff and lack of technical kaowledge, partly through-wanb
of enthusiasm for the work, and partly through the dlﬁicu}t.y
of getting its' suggestions accepted by the staff of ecentral ..
 banks over whioh it has no coatrol. The Governor, acting
with bhis Ministers, therefore, cordially welsomes the sugges—
tion of the committee to relieve central banks of the responsi-
- bility of supervision and to provincialize their supervising
staff, This question is dealt with in more detail.in paragraph
22 below,
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7. Among other contributory causes of failure to which
the committee refer are'defective ‘organization, corrnption,
dilatory liquidations, a paucity of enthusiastic honorary work=
ers, insufficient Government suppors, the hostile attitude of
monéy-lenders, insufficient co-operation between the depart-
mhent and landlords, and the tendency to treat the work of
& 80ciety as a mere money-lending business. . The illiteracy of
the rural population is in the committee’s opinion more of
an obstacle than a cause of failure. ‘ L

8. As regards defective organization, the committee point
out thab societies weie started in places where there was no
suitable material, simply in order to show progress or to pro-
~ vide an outlet for the idle money of central banks. 'The
main principles of co.operation were not adequately taught.
This led to the compulsory liquidation.of a number of socie-
ties and to general stagnation. [n 1924-25, 135 soocieties were
finally wgund up. The proportion of arrears to outstandings
of iprimary societies during the same period was 32°41. 1t
was higher than in any other major province. exoept DBengal,
and in striking contrast with the percentage in the Punjab
“which was 4'5. The need for constant instruction and super-
- vigion is all the greater as the vast majority of members of
village .societies are unable to read and write. Unless they
are provided, the group. secretaries  inevitably become all
powerful, The society loses its vitality and cohesion and
degenerates into a desperate body of borrowers with no sense
ot corporate responsibility. The way is thus opened to corrup-
tion and embezzlement. The difficulty hitherto has been
to find a member of a society who is willing and competent to
act as its secretary. Governmen! agree with the committee
that wherever possible a member-secretary should be appoint-
ed and that every efiort should bs made to inducg school
teachers to take up this work. So far they have held aloof
from the movement. Once they join, their assistance will be
of the greatest beoefi:. ‘

-9, .Government recognize the valuable work which has
been done in the past by honorary workers, But the field
to be covered is sQ extensive that more men than have hitherto
offered themselvel are required to work as missionaries of
co-operation. At the same timo it should not be forgotten
that oo-operation is becomiag & highly technical subject and”
more must not be expected of honorary workers than' they
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are capable of giving. The constant supervision and educa-
tion of societies must largely be done by trained departmental
men. The Governor, acting with his Ministers, agrees, however,
with the committee that many more non-official gentlemen
. would be willing to assist if the department were to explain
to them in a friendly way how they could make themselves
useful. H% trusts that the department will take early steps to
remedy this defect,

10. The difficulties arising ont of the hostile attitude of
money-lenders must be left fo time to settle. In the long
run the money-lender will realize that his interests will not
suffer. A more serious obstacle is the lack of e2-operasion
between the department and the landlords. It is reported that
some landlords look askance at the co-operative movement,
believing that the more the eultivator is taught to be self-
- reliant and independent, the less will he need or be inclined to
seek their proteotion. The Governor, acting with his Minis-
ters, is convinced that this is nct the view of the more enligh-
tened landlords. It is in any case a very short-sighted view.
Under the reformed oonstitution the great majority of the
electors are tenants; and i5 is in the interest as much of
the landlords as of the province as & whole that the power
thus conferred should be wisely used. It will not be so wsed if
the rural voter remains ignorant and poor and therefore liable
to be borne away by the first wave of esonomio or political
unrest. The co-operative movement, which has proved of
such iinmenre value in raising the material and moral standards
of life of the poorer classes in wesbern couatries, has acquired
therefore & new importance in this country. I& is not merely
a device for seouring cheap money for productive purposes.
It has & high educative value. It teaches men to handle
affairs with probity and with an eye to the common good.
Discipline, thrift, honest dealing, self-reliance, punctuality,’
the habit of working together for common ends in place of’
working against each other for personal gain are some of the
beneficient virtues whioh it strives to foster. Tt must there-
fore commend itself to ail right thinking men who bave the
welfare of their country at heart. Kept on right lines and
guided by oompehent hands it has immense potentla.ht.ms for
good.

11. For reasons which have already been exp]a,ined, the'
department has hitherto devcted most of its energies to the
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development of rural credit societies. But’'when once these
sooietiies have been put on a firm basis and the principles and
practice of co-operation have become familiar. there are many
other directions in which ths moveinent can be usefully extend.
ed. It can help agriculture by organizing sccieties for the
supply of pure seeds, improved implements and manures. It
can run tube-wells and small power sugarcine crmshers and
oan organize well-boring operations and cattle insurance socie-
ties. The important but difficult question of the consolidation
of holdings can be taken up, Societies for the supply of milk
and ghee to towns can be organized. IExperimenfs in some of
these directions have already been tried but have hitherto not
been very successful, chiefly because the foundations of co-
operation have not been firmly laid. Of the six non-credit
agricultural primary societies only one was doing any business
and it was considered not unlikely that five would soon have
to be wound up. Government agree with the committes
that much more attention should be paid than hitherto to the
organization of agriculture on co-operative lines and that non-
credit societies of a type suited to local conditions should
be started whenever there is a reasonable chance of success.

12. Co-operation can stimulate the growth of education
and industries. The illiteracy of the cultivators is, as already
remarked, a serious obstacle to the spread of co-operative
teaching, The Goverument hope that the Compulsory Pri.
mary Education Act recently passed, will add largely to the
schcol-going population in rural areas. But that Act, if it
is to be successful, must have the support of the people, and
the co-operative movement can help to secure this support
indireotly by creating a desire for improvement, and, directly,
by iostituting education societies. (Fovernment agree with
the committee that the Education and Co-operative depart-
ments should concert measures for the development of adult
education on the lines which have proved so successful in
the Punjab. '

13. Co-operative organization is even niore necessary in the
case of cottage industries than in that of agriculture. There
are at present 82 oredit societies, of whioh, about half are for
weavers and are doing useful work. The experiments im
the organization of societies for the purchase of raw materials
and for the sale of finished products have not been suc-
cessful. Theo committee remark that they see no reason why
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primary societies should not themsel ves buy the raw materials-
from mills or wholesale dealers and distribute them to their
members. The Governmbnt bave already made arrangements
to help primury sopieties in buying raw materials, They have
empowered societies to buy hrough the ‘Storss I’urchase
departinent apd are examining the question whether it will be
better for such societies to deal direct with the Stores
Purchase departinent or through some intermediate agency
such as the ceatral banks. The committee in paragraph 59
recommend the formatida of central industrial banks for finan-
cing industrial societies, But they have not examined the
problem in detail. They advooate central industrial banks,
apparently for the reason that the ordinary central banks
are afraid to finance industrial societies, which are remiss
in making repayments. The Government will examine the
question further in consultation with the Registrar. The
committee also recorumend that Government should give more
help to industrial societies and should undertake the whole
cos$ of supervision. The Government recognizing that these
sociefies are at present unsat!sfactory and necd specla.l super-
vision, are prepared to give further financial help. They be-
lieve that once the difficulties of organizing, educating and
supérvising industrial societies which are very considerable
have been overcome, there will be appreciable progress as has
been the case in other countries and other provinces in India.

14. In the paragraphs which follow, Government have
formulated their conclusions in regard to quostions of staff,
methods of supervision of primary societies, assistance by
Government officers and other of the more important recom-
mendations of the committee. It is unnecessary to discuss
thé committee’s remaining proposals. .The Government are
in general agreement with them and will take megsures to
Bive effect to them as soon as practicable.

16.  The committee state that the importance of the
Registrar’s post to the success of co-operation can hardly be
exaggerated, that he is the mainspring of the movement, and
that upon bis personal qualifications its future depends. The
Governntent entirely recognize the truth of these remarks and
will bear them in mind when making appointments to the
post.

168. Deputy Registrar (paragraph 97).—The majority of
the committee would retain'this office but the comumittee were
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divided upon the question of the number of deputy regisi;ra-rs
required.. The Government have decided to appoint two de-
puty registrars for the present. ‘ '

17.  Assistant Registrars (paragraph 96).—The Govern-
ment agree that the two assistant registrars are insufficient. to
supervise the existing 6,000 societies, and should be inoreased
to ten, viz., onefor each division. The pay of officers directly
appointed or promoted will be Rs. 30030800, and junior
assistant registrars of approved werit ahd energy will be eligi-
ble for promotion to the post. The Government also agree
with the committee’s proposals for training assistant regis-
trars, and for appointing honorary officers, provided men of
sufficient training and experience can be secured.

18. Junior Assistant Registrars (paragraph 99).—The
Government accept all the committee’s recommendations re-
garding junior assistant registrars. In the first place these
officers will in future be known by the less clumsy and more
accurate name of “Inspector.” The Government will raise
their numb:r from 27 to 52. This decision and.indeed all
other decisiors of the Government requiring funds for théir
oompletion, will of course depend upon the readiness (f the
Council to vote funds. ‘ _

19. Awudit (paragraph 103).—The committee hold that a
considerable increase in the audit staffis necessary. They
recommend that the auditors should be increised to 52. The
Government agree with this proposal and have already appoin-
ted nineteen more auditors. They are examining the pro-
priety of making a grant to meet the deficit 1n audit fees, and
will pass orders after ascertaining the practioe in other prov-
inces. - ’

20. Chbapter XI deals with the question of establishing a
provincial co-operative bank. The committee state that they
realize the difficulties of the problem but think that -a ssars
may be made on modestlines. They would begin by ton-
fining the functions of the bank to the confrol of interlend-
ing between central banks, and in special cases to the making
of advances to central banks. They propose that later on the
bank might acoept deposits. .

But it is clear from the committee’s own remarks that the
creation of a provincial bank to discharge these functions is
not urgent. They state that the Registrar at present controls
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interlending, and that owing o his knowledge and means of
getting information, he is in & unique position to do so. Second-
ly, they state that most central banks have had no serious
difficulty in raising funds and there is no reason why they
should have difficulties in future. Many in fact can obtsin
much more money than they require. And, thirdly, the pro-
posal that the provinocial bank should ultimately accept depo-
sits is hardly consistent with the committee’s observation thab
geasonal idle balances are likely to be as inconvenient to the
provincial bank as they are $o central banks. In the late
Mr. Willoughby's words it is difticult to see how one can
“avoid the difficulties of idle money by conocentrating the glut
at the top of the pyramid.” The committee admit that inqui-
ries from the Imperial Bank and certain other banks show
that there is usually a glut of money in the summer months,
 and that short-term deposits would be hard to place; bub
think that “a provinocial bank can often arrange investments
in the provincial banks of other provinces.” This appears to
be a very questionable assumption. The problem of how pro-
fitably to invest a provincial bank’s idle money has not yet
been solved in this province, though it has been before the
Government for at least twelve years. Not only have indivi-
dual experts differed considerably, but provincial committeés
of co-operators have given contradictory advice.

The sixth meeting of the standing ecmmittee of co-opera-
tors dcclared that a provincial bank, if constituted, would
encumber rather than help the movement. On the other
hand the eleventh session of the provincial conference took
the opposite view, and advised the foundation of a provineial
bank &t an early date.

Aftet careful considaration the Government have come fo

- the conclusion thut at present a provineial bank is not required.
- The Oakden report has shown clearly that the crying need of
oo-operation in this province i3 to strengthen and revivify
the primary societies. It would be well to repair the foun.
dations before adding a supersteucture. Later on as the edifice
grows, a bank at the apex may become necessary.

21. {Chapter XIIl}—Government will adopt the same
policy towards Land Morigage Banks. The committee deolare
that 1t is inadvisable in the present state of co-operation in
‘this province to make any immediate attempt to establish’
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them. They advise that the experiments in the Punjab and
elsewhere skbould be watched with a view to subsequent action.
The Government accept this recommendation.

22, Supervision (Chapters VI and XI).~The committee
recommend that central banks should be relieved of the res-
ponsibility of orgapizing and supervising primary societies.
They state that these banks have been suoccessful as financing
agencies and have gained a high reputation for stability, and
that 1t is & pity that they should hazard that reputation by
the acceptance of a responsibility which they are not expected
to fulfil. The committee propose that tne supervising stafis
of central banks should be provincialized and placed under a
provincial committee of which the existing standing commit-
tee of co-operators should form the nucleus. Their chief func-
tion would be the control of supervisors for whose appointment
and disoipline they would be responsible. The new body,
which would be called *the United Provinces Co-operative
Committee '’ would pay the supervisors from a fund “sub-
scribed partly by contributions from central banks and partly
Ly grants from the Government.”

At present the central bavks pay. appoint and control the
supervisors. Under the proposed system they would make
over all their duties and obligations connected with supervi-
sors to the co-operative comnittee, but would be asked to con-
tribute to their pay. Sinoce the committes would organize
and supervise primary societies on behalf of the central banks
it is reasonable that the bapks should contribute. They
would exeroise general control through their elected represen-
tatives on the committee.

The Qovernment agree with the committee that the old
methods of supervision and organization have failed. The
new scheme suggested by them appears to have much to
commend it. But it depends for ita success on the co-oper-
ation of the central banks who must be consulted before the
Government can ocome to a final conclusion. If the Govern-
ment pay half the cost of the supervisors' salaries they will
have to find between Rs. 50,000 and Rs. 60,000.

98. The money-order system (paragraphs 44 and 90).—
The cominittee recommend that more use be made of money-
orders for the transfer of money between central banks and
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gooieties. The Registrar estimates that the approximate cost
to the Government will be Rs. 8,750. The Government will
" ask the Council to vote the money.

24. Contributory unlimited Liability (paragraph 46-e).—
The committce received complaints that the principle of un-
limited liability is ocoasionally abused. The Government agree
that the present instruotions give too wide a discretion to the
liquidators. The committee recommend that the liability
should take the form of contributory unlimited liability and
any deficit should be recoverable by a series of per capita
levies upon the members up to the full extent of their pro-
perty. The Government agree with the general principle and
will instruot the Registrar to prepare draft rules. Bub it may
be well to limit the levies to two in number. A villager is
likely to misunderstand the system of per capifa levies and to
be disheartened by a continuous demand for coantributions.

25. Assistance of Government officers—{paragraph 92).—
- The oo-operative movement wi'l not for a long time be able to
dispense with the distriot officer’'s aid. If district officers
have remained aloof in recent years it has been beczuse they
have felt that their help might be resented as interference.
The committee regret this attitude and ask that district officers
avd sub-divisional officers should encourage the movement
with their sympathy. The Government of Judia, in a reso-
lation issued in 1914, held that as the distriot officers “ repre-
sent an influence closely connected with the welfare of the
people and powerful, now and in future, for good or evil, the
distriot officer cannot disassociate himself from the movewent.”
The Maoclagan Committee entirely agreed with this pronoun-
cement. The Governor, acting with his Ministers, draws the
attention of all distriot officers to these remarks.

26. The Registrar's office—(paragraph 106).—The com-
mittee agree with the Chief Inspector of Offices that the staff
is inadequate and recommend that three more posts be created.
The Government will pass orders when the Registrar sends
up his proposals for reorganizing the office. An office build-
ing should be constructed at once.

Owing to tha large increase which the Government intend
to make in the number of assistant registrars, it will not be
necessary to relieve the Registrar of the work of registering
joint stock companies.
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27.. Development Commissioner—(paragraph 108).—The
commititee do not approve of the proposal fo appoint 2 deve-
lopment commissioner, but suggess the formation of a small]
board to coordinate the activities of the departments of a,gu-!
culture, co-operation and industries. ‘A development board i
already in existence and the Goveroment have lately emphag
sized the need of holding conferences between the heads o% .
the three departments concerned. I4

98. Library and propaganda—(paragraphs 110 a,naisg
111).—The Governinent approve the pngposals o provide {
better library for the Registrars office,*and to spend more
money on propaganda. They have already provided money for
both these purposes by means of a supplementary estimate
which was presented to the Council in August last. ,

29. The Governor, acting with his Ministers, is greatly
indebted to the committee for their candid and illuminating
report. The committes have shed much light on the causes
which have hampered progreas in the p§st, and on the teforms !
which are needed. The Government belizfo that their recom-
mendations will have far-reaching couseguences for a move-
ment to the suocess of which they attach” the greatest impor-
tance. A special word of recognition is due to the President,
- Mr. Oakden, for the energy and skill with which he handled
the inquiry.

OrpDER.—Ordered that a copy of this resolution ba forwar-
ded to the Registrar, Co-operative Societes, United Provinces,
and to all Commissioners of divisions a¥ District officers for
information.

: ORDERED also that this Resoldtion be published in the
United Provinces Government Gazette, *

By order,
JAGDISH PRASAD,
e Secretary.
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