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deprived of a true friend who had abiding fa:th in silent 
and unostentatious work. By Ius good humour, sweet 
courtffiy and social charm, he had endeared himself to <'.1~b 
one of us and we shall always cherish the memory of the 
days we spent with him. 
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CHAPTER I. 

INTRODU'Cl'OB.Y. 
' - ,l .• . 

Appoht:ment of the Committee and the terms of ·reference..-
In aooordance with the recommendation 'made in Re~oltrti~n No. 

m passed by the 14th Conference of Registrars o'f ·Co-Operative Sooi& 
ties (1944), the Govermnent ·of· In:dia, Depar'tnrent of Ed11cation, llealtb 
and Lands, in their letter No. 3936-Aj4j1-(D) 'dated the 18th January, 
1945, appointed a Connnittee, its terms of reference 'being " to draw 
up a plan of co-operative development '''- · TM 'Committee- ooiisisted o.l 
the folloWing members :-

L Mr. R. G. Saraiya, O.B,tE. (Ohairntan), 
Chairmaln, <iBombay Pro~incial Co-operative Bank t.td.. 

.Bombay. 

!. '~ 'Bahadlil' J.''C. 'Ryan, 
Joint Registrar, Co-operative Societies, dlfadrwl, 
Madras. . 

'3:' ;ifir :hlfadhavrao i(J. !'les!rpande, K. B .1::., 
Managing Dirl!c'tor, , 
C. P .. & Berar.Pro\'incial Co-operative Bank Llll~ 
Nagpur. 

Ill.' IR4ii JSuhib A. !B. lN. JSitilia, 
IJ\olitbapur, · 
<J>atnl!. 

-5. lofr. M. R. llltidc, I. e.•S.;. · 
Registrar, 
Co-operative Societies. Punjab, 

ILalim;e, · 
' ·• 

•G. Mr. · Siddiq Nasan, L'C .. S., 
· · ·iHegistrar, · · 

•Co-onP.ratiVIl · Snilleties. •TTnited. Provinces. 
'Lucknow . 

. ' 
:r • .Mr. S .. 11-I. lkrnm, I.C .. S., 

'Registrar, 
Co-opemti vc SociPties, Bombay .Provin~'C, 
Poona. . 

.8. ,'Dewan Bahaclm: Prin~ipal ITiralal L. Kaji, J-.P., J,]:jt 
'(Retd. ). l'rl'.sident. A:I-India Co-oneratJve Institute& 
Association and Indian P1·o~cial Co-operative Battka 

,Assooiation, 
Bombay. 
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9. Brigadier J. H. Wilkinson. 
Director of Resettlement, 
General Headquarters. · · 
Simla. 

10. Sir Abdul Halim Ghnzna\i, M.L .• <\., 
. . Calcutta., 

•n, Prof. c. N .. Yulill. 
· Econorills't, · · 

Department of Planning & De,-.llot'lllent, ' 
GoveriunP.nt · of India. 

. .. ·New Delhi.' · 
' ' 12. Mr. Sher J' ang lQian, 

· Chief Officer, 
Agricultural Credit Department, 
Retlcrre · Dank · of India, 
Bombay. 

Mr. Sher Jang Khan was appointed as Secretary of the Committee. 
Sir Abdul Halim Ghmma,•i did not attend any of the meeting& 

l'rocednre· of .. work-
2. The Committee wa~ not exnPcted to nnilertake" · any elaborate 

enquiries about the working of the. Co-operative movt'ment, in ~be past 
fiR it was reouirecl to romnlete its work within as short. >1 timP. 'aq· poR.~ible. 
'l'N hel!'in ~vHh. the Chairman nrenaJ·Pil a notP ront.aiJiinri the points on 
wllirh inforination was 1'PQnircci to enable the Committee to formulate its 
plan•. Tn l'rPrmrin!! th<' nnto he!n wa" oht'liTI"t1 fro•.., the A.,.ricultural 
Credit Department of tire Rcsen·c Hank or llhlia. llrlp Willi also ROught 
from the prm·ineial gowrnmcuts anrl some important Indian stat~ in 
collertinl!' mnt<'rial for the preparatiO!l of the Iteport. Simnltaneollldy, 
a lljJIOpsiR trivin~ the outlinrs of tl1P Report for discussion at the tlrst 
meeting of the Committee was prepared. .. ' 

Mee\blrS.-
8. The first mectln!! of the Conimit.t.o>e wa.q ht-1<1 at Bombay a& 

tbe Reserv0 Dnuk of India. from the 19th to the 22nil Mareb, 1~. 
The meeting discns~cd the synopsis aud decided to address' p'rominlllll: 
co-Uperators. important co-operative inlititntions and economists tn tho 
emmtry for the views on co-onerative planning with special referenae 
to the subject.~ mentiont>d in the synopsis. MoRt of the replies received 
to our requt>.st were considered by the Committee. 

4. The first clrnft or the Report was prepared in the lir:ht of tho 
dis~nssion~ at thf! llr..t meetin'! and considerE>d at the ~eeo'nd and third 
mcetinl!'!l of tl1~ Committ~e neld at J3omhay and a.t Delhi from tl!e 11th 
to tl!e 18th .Tuh·. 19!5 and from the 18th to the 24th October, 1!145 res­
pecth·ely. 'J'hc final ch·aft WM con•iclered nnd rnssecl nt the fonrth 
mectin!l' of the Committee held at Bombay from the 15th to 'fho 19th 
November, 1945 . 

• Ro Wf\8 D'l'Tiif!n~Nln.a "mnmbor of t'Jo C"\mmi..ttnA by tho Governm~at or India-t.:Ue 
·Jotto. No. Dy. 3936·A/44·(D) dated tho S~h March, 1945. . 
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CHAPTER. U, · 

00-0PERA.TION AND PI.ANNXNG. 

· · ~~rlition 'ill a· fO!.'Jn li! •organi:&llti~n in :whleb ·1Jet'liolll! >tlllui'I~~Y 
lltfJIHiiate· ·~tber 1011. a · basts -of ·equality lfor tlte 'fn"ol!lotidlf 1of tit~ 
l!l!l)i!omie Jintet<eBtsJ · Th()Se ·..q,ho <lome •together have •a ·common!. eaonli~e 
llinr >wllll'lr Chey·-eannot· acbie~e 'by ~div.idtral isnlated •actio~ 'beca~siollflf 
~ 'WeakllesS' .of !ftbe: ·econonue posrt1on •bf •a· large · ma.jo~ ·lif tb'i!n. 
This ~emetit •of, indi\li.duiil cweakriess ·is overcome •by ·the' pooling' ofj rtltlir 
nsdurtlell· by mlikiong $elf-he!'!) -effective ·through ·~ual rud,. lutdr~.,. 
~ttengl.h:ning the- 'b<~?ds iof ii!IOnd SlllidariJY between th~m. · · · , :. ol 
· • t. ()r..operatiou ~s a ·form •of ·eeonmrue ·democracy •masllludh "M>1lh& 

emlBtltution . of ·'II ·C!CI'<Iperati.ve ·society is ·based ·on ·the eqniility ·of ·J911lte· 
ef llilch •li!em'be'r. ' 11 One 1n8n •OM Wte ., is the rulitlg' pi'incipJe, >JlO ·itlftl­
fler 'having ·more ·Wtes on •the ·strength .of his Htake in the institntiilb. 
The •Dim!bertihip .lif a.-w.aperative organization 'is open, wi1lhout :resfJMe.. 
tion. ·1o ·all' ·persons who C8'll derive a benefit !from it. 'Fu>rlber,.·'tfte. 
amnOOI'atio outlook is re'lleetecl ·in <he ·principle govemin'g :the distrih· 
tioll •tJf 'IJl'llfits. ·capital ·get& c1nty « "Tegulatell modetllte lli'Yidend, ''llle 
1111J11IUII 'tltlinJ( •rli~tributed among mem:beN, -in fJl'OpDrtion to their ileai­
tngt! ·11'ltb the ·undcrt!lking. Renderlng· the best service to the memlters 
and 'rtot l>arliirl~ 1he hi~hest 'J'lrtlnt is the ,aim ·get 'before 1.1 eo-opetdtrte 
lffg&DV:ilfiCHL · · · ' . . 

3. 'The need for Co-operation arises principall.v from a marked e~u­
IJCiouaness of a comm<lu interest in the accomplishment of a definite 
purpose. " P.cnnomic security "onld ~oncei\"ably exist with a high dP.~ree 
of muterial prosperity iu the bla\'e State but at the priec of sla\'e.t'y."• 
'l'he Co·Oj)('rnti v" movement etteouragE·s and teaches the eitizen to do 
things for llimsell on the principle of mutual aid, and secures desirabl<J 
results wltile a·midiug the tendency to drab nniformity, regimentation 
and bureaucratization. As distinguished !rom other forms of soeial 
orl!'anization, " a co-opr:rativc philosophy of society ", it has been ob­
served, " must rest on free, universal 1\."Sociation. democratically govern­
ed, conditioned by equiiy and personal liberty. "t 

4. The Co-operative movement endeavours to strengthen the flCO. 
nomic ind\lpendence of its members by the development of am-iculturl' 
the promotion of organized methods of mnrketin.,. the impro~·c.>ml'nt of 
lndu6trial proc<•sses anti hv various other activitie~' • it also ai!lls at tho 
promo~ion of al! J?OSsible improvements whether' in so~ial customs. 
educahon or samtatiou, and at the remoml of all disabilities which 
hamper the ~r~wth of " risi~ stanrlar? of livi~. Its main purp(l8e 
fs the prorndtton of all-round well-bem!?. increased production and 

0 Quntod in "Co-opomtiva Or6anl>atloDS and Post·W.Jr Relief"; 19lA-Intern3ti<mal 
Labour Olllco-p,go 1. ; 

t I. Boola! Phllooopby of Co.operaUon by J. J, Worley (19!2)-page 23; 

" 



better distribution· lieing- only the means towuras tne nemevemenr ol 
that ..;nd. It is a morul movement, :.the cq-operativ(l spirit helv.iiu: til 
mal;b bett~r men· and u better society, 

The• History of Co-operative Movement in India~-

5. The C<Hlperat.ive movement in. illdia which compl~ed forty 
years· ~f its ljfe in 1944. ha::; pass~d .thr:oueh manv vicissitudf'l!. in. ita. 
etideavpur to ilttnm these ob.iects. Pour main siages in its. history ~ 
be· d.iSting11i~liecl.' · · 

(a) 'rhe Co-operath·e movement in India may he said to begin 
wltk, the passing- of the, Co-operative Credit Societies .. Act• of.: 1904. 
'-lie~ . .i\,ot provided only .for .the formation of credit societi~•. Special 
stress .was laid lln rural. rather than urban .credit in ¥iew of--the:greater 
impprtaDCJl of the .former . in India, eredit societies being distinguished! 
as. ,rural' or urban. aeeorcling as at least four fifths. of their members. 
W'lJ"e. aW,.icJtltnri¥rs' or. not, Unlimited liability was the rule: in; rural· 
societies; .in the .. ur:ban spcieties . .the question .was Jeft to. their.;optioiL. 
Soeieiies were s11.bjeci to audit and inspection by officers' deputed by'· 
Government and were exempted from payment of income-tax. stn.mn 
d~iE/s n11-d regmtrati.ou· fet>s . 

•. ,.There was'· a ·rapid· !i-rowtb in '.the number .and· activitiea · 1\f the 
sOeJetie::; 'between l!J06 and 1911' and the A'ct of 1~04 Wll.'l f'ound in~ 
sufficient to meet the ~rrowing needs of ·the movement. In the firSt 
place, it 'did not give legal protection to societies formed for purposea 
oWer ·than. t'redi~. Secondly, ~e ~o~th in . the number of, ~ietiea 
and the difficulty expel'tf•nced m r:usmg capital locally, gave ps" to 
the questiou of establishing some form of central organization to pro­
vide capital to local societies and also to supervise th,em. These' de­
:f4lC1;s were sought to· be remove<l by the -Act of 1912 which granted 
legal' recognition to productive and distributive-soCieties· and ·to. dill'eren' 
form.s- of' central organizations. The distinction between rural ani 
urban societies was abolished and in it::; place was substituted the classi­
.illliltion of unlimited and limited liability societies. 

· , . The. fmm;,diate e.tl'ect. of the new· .Act• w~ to give· a fresh inipeb 
tQ.th,e.grow~ of the movement. The number of societies, their.·member-: 
idiip-AJ.n4. th11 mnouut ,of ,working f.'.apital increased steadily: New· typee 
·Of. llO~ties for, the sale of produce; purchase of manure;. and .. the 
:retlillin~ of farm) implements and. eommon necessaries,. were registered. 
111»1. in li!ost. case3 seeme.I to be prospering. Before fostering and SUP' 
Pwt4ig,.·furth~Jr. growth, the Uovernment: wanted to· be sure: that the 
lllll!lfmenl:. was developing• o.n, sound lines- and appointed the ·:r.Iaelagaa 
.COi:umittee in· October. 1914, to review the movement; T.he. Report- of. 
the Maclagan Committee made far-reaching proposals for the fut~ 
development of .the movement. 

tp) Under The R~forms Act of' 1919, Co-operation became.. a pro­
vfneial ·transferred· subject and· was placed under the charge of a. 
Minister. DuriliJ\' the early years of the working of· the reformed, 
OOR.~mtution. '!«Weral provinces made progres.<~ .on. lines most suitabla 
to their special requirements, Bombay· giving a lead to other provinclia 



by passin.. a separate Co-Operative Societies Act in: 1925. ;Non-official. 
institut,iiO~ for pro pagan~· ancl c.ducat~on -yvere encouraged. Somd · 
pt'O\inces appointed Counruttees of InqUiry mto the progress . of tha 
movement and the lteports of the Royal Commission on ~gnculturo 
and of the Central and Provincial Banking Enquiry Comnuttecs wcro· 
n!ltewortJ1y contributOOru: to co-operative thought and practice. T_ho 
exp8118ion of the ~ovem~nt was .rapid till 1929, . when the depress1011 
cet in and the various defects, wh1ch had been noticed by the Maclagan.. 
Committee but were partly obscured during the period of rising prices 
and prosperity, became prominent. 

(c) Tbe movement received a set-back with the· slump in a,"li·. 
enltural prices and the consequent decline in the income of the farmer· 
during -the depression which began in 1929. A number of Committees 
cf Inquiry were uppoint.ed in dilferrnt provinces and. states to suggest 
Wily&. and means of reconstrnctillll the movement ; and collSO!idatiou·, 
rootifieation and rehabilitution of the movement rather than expansion, 
leadinsr to· an increase in official control, were the predominant features 
of· thia period. 

(d) The rise in agricultural prices that took place after the war 
•nsed a difficult situation for the movem~nt. There was a general ten• 
c!lcncy on the part of agriculturists and members of co-operative societies 
to repay their debts both to the money-lenders and co-operative societies. 
./lgain, the deposits with well-managed co-operative ban1."S increased ; 
bftt the <lemands for fresh loans from the affiliated societies becamo 
rmmllrr. Consequently, many of· the banks were faced with the prob· 
lcm of surplus funds. · 

. As n result of the war. and the consequent introduction· of econo!Dlc. 
eontrol~ and .food rationing, a stimulus. was imparted to .the growth· of 
c:o;nsum,crs'' c~nerative stores which were established to obtain food­
titufl's .at ·~ail; 'prices, auu to CO-{)perativc_ marketin~::. · · · ·· . . . 

6. TbA la.~t period is distinguished hy .a new spmt. of ]?Ianning. 
Almost ·au, the plans that have been· prop'osed in recent"f.iines "like 
the 'Bom~ay Industrialists·' Plan. Prof. A!l'arwal's Plan. tlie nawea~ 
D~mocratie Party's Plan and the Second Report· ·on Re<''tmstructioll 
l'lanning issued by the Reconstruction Committee of Council·· of tbG' 
Government of India; give an important place to the C~oprrath"O" 
rnovem~nt as a suitable agency for ·carrying out a number of th~ir 
rc<'ommendationR. Thp Committee is ·a dil·ect outcome of· this IIP\V' 
~pit-it.' ~ ~operation I: as' a significant role to play in: planning tllii 
eeononno life· of the eountrv. 

'l'he Success of Co-operation-Pre-requisites.-

r. IIi draiing up a. plan. of 'co-<ipirath·e development we ·lta""t: 
t.:l make. ce~.t~m .assumpti.ons wtthout wh1eh . Co-operation can scareeiyr. 
f;nr;~ed m 1ts_ ~1gh mlS.'lon .• Tltese assumptions mav · b~ da..sifiPrl ,,. 
po1iticn~ econqwc and educational. 
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. (a) Responsible democratic Government.-First, for the success Q{. 
Co.Operaliou, a. responsible, democratic form of Government is neceli. 
iSBrYo, as it. alone creates an atmosphere for the development of individWJl 
initiative nnJ ~eusc of re~ponsibility. 

(b) End of Iaissez.faire, and StJ.ta action in mattars like supportj, 
of. (agricultural) prices.-Again, planning pre-supposes the end of the· 
J!Oiicy of laissez-faire which has been followed in India and has failed 
to provide a reasonable standard of living to the people. This means 
the assumption by the State of enlarged functions in spheres like edu· 
eation, communications, health, agriculture, industries; etc. Private. 

· initiative in the economic field is bound to be greatly restricted in the 
present stage of development of this country because of the high degree 
of risk that is involved in all spheres of activity. While the co-opera­
tive method of organization is itself a method of reducing the risk to 
be shouldered by each, by pooling the responsibilities of all, there ia 
a limit beyond which even a· co-operative organization cannot go iu 
nducing the risks and hazards of enterprise. For this resson it. ia 
essential that the State should. intervene and take the necessary mea­
lllll'ell to reduce the risks inherent in economic life, to a level which 
11rivate initiative can reasonably be expected to shoulder. While tho 
risks 11re high in all lines of production, they are particularly serious 
In the sphere of agriculture, because of the vagaries of the mon.soou. 
the inelasticity of production, the large number of small producers and 
the wide range of price fluctuation~.. Moreover, the fluctuations in agri. 
cultural prices, in particular, unbalance the whole economy of the 
eountry since they affect the incomes of more than 70 per cent. of the 
Jl[!pulation, thereby affecting the demand for all types of commoditiPs. 
llesides, they also influence the prices of industrial goods through their 
tllfects on .the eosts· of living and on costs of raw material. The position 
of the agriculturists is t"cndcrecl particularly helpless in a period of 
Eht.mp of agricultural prices. The State must, therefore, adopt a policy 
r>f. .actively supporting U!,'Ticultural prices within a range which is fair 
bqth ·to the· producer and .the consumer, if a slump is to be avoided 
in the next few years. if stability is to be introduced in· the whole eco­
nomic system, if the risks involved in production, trading and processing 
11re to b!l reduced to Jl'ana)!eable proportions and if the Co-operative 
movement. is·~to to enabled to complete with other forms of enterprise 
mth gr«.>ater suc~css. It is, therefore, upon a. policy of acti'l"e economio 
development by the State that the succes.; of 0o-op6ration will depend. 

.' . (c) ltapld ed'lC'l'Jo::al deveiopmcnt.-FUrthcr. 1he p~cc of co-opera­
tlr'! _progress will be ~;"over!lcd by the pace of educational progrlllll 
mthm the, country. In fixmg th"· tqrgets for co-operative develop.. 
l!lent it is ncces~ry to bear in mind the difflcult.ies in the way of 
rapid educational development in India mentioned in the Report· of 
thE' Central Adviso'ry Board of Edueation (1944) ; the pace of eo­
«<flerative development can . be accelerated if these difficulties ara l'Oo· 
moved. ' . . . 0 

'Ihe,,vo!urit;u-y princip1e-
,. 8. Before discussin~r a pian of co-operative develonment we proJ'088 

f". CXan•inl' 1lw n'lf'."~eJit t•l'ntrp,j;,,finn hetwPen nlannin,. "ftd C"-<Hlt>erR.o 
ti\1~· :; Co-opc_rators have insisted, that Co-operation should be baaed oa 



8 

tlfe' voluntary principle. It i.o:; fiu.tner; argn~ tll.at .P~ng··m•."f!o­
op'cration would mea~ a . d~parlure !rom th~s prmc1ple ~asmncti' as 
some· form· of compulsJoll 1s mherent. m planmng and that tf Co:op~ra­
tion is to find a. -place in a -pla1med economy, the volnnta17 p_nnctpk 
rmist undergo modifications. 1 t is interesting to recall in this connexi'b! 
tl!~!tcsolutiou pa'lSed at the 13th Hegistrars' Conference (1939r whic~ 
recomrhenclcd that ·• persons should not be compelled to join- a. co. 
operative society ; not· ~hou!d tb.o dcc!sion of sue~ _society be; bin~!IR 
on• non-members cxcevt 1n coses mvolvmg the provlSlOil of some utilicy 
St"''Vice, ·which at least two-thirds majority of those concerned• desire ,.: 
.At: the 14th He;~;istrars' Conference ( 194.4·) the view was taken' that 
where the execution of a plan require.d a«tion by all members of an 
eoonomiu category or group, it should he made compulsory for all either 
tol~join a co-opel'8tive ~ocietY for rhe purpose or otherwise .. to; carry 
out thG plan. After a careful examination of the views contained· in 
tbe two recommendations, we bavo come to the conclusion· that tho 
voluntary principle governing admission to the membership- of. a.- CO' 
operative sodety should be respected, and that no ·one should' 
be. 'llml:pclleu to join a society. In certain kinds of' CO'. 
opertative activities like consolidation of holdings, crop.. pr()l 
tootion- or irrigation, if compulsion is· not introduced, it is 
like!~- that what is g<merally admitted as an object essential' for c<»­
nOmic pro~;ress will not be attained. We, therefore, recommend· that· 
in •the larger iuter().\;ts of thl' country, a resolution passed by the mem­
bers of a co-operative oociety who form two-thirds of the communitY> 
alieoted should be made binding by law on non-members also. lt'or this• 
purpose suitable amendments to the Co-operative Societies Act, on tho 
lines of the Chapter relating to the crop protection societies: in· the 
Bombay Co-operative Societies Act, 1925, woulcl be necessary for making 
-provisions f<lr effcctinJl' recoveries from non-members and setting up· 
a· r.espoDIIible agency for determining whether a particular scheme is• 
__ ntial. It would also be desirable to provide for referring· disputes 
ariaing !rom the ·working of the scheme to the Regi~trar or his nominee' 
•• under the Co-operative Societies Aet; ·· · 

AlternatiVes to compulsion-propaganda, p~rsuasion and privUegea,-. 

9. We are of the oplnio~ that responsible nation,buildi~g !ieM 
ments of. the Government mth a. new outlook will be able b;y; !llcans 
of· t!duoatl?n, . prop!IG'anda; persnas1on and demonstration to bring ab'ou\ 
tlie orgaD1zat10n ?f oo-operativc · acth·ities· along planned lines Withoili' 
resort .to comJ?ulg10n. Planning implies that " in practice· we mlvlt p;t 
t.tie answel'l! r1ght, and that somehow people must do the t;hin~ · wliieil· 
t.ti~ planners h~\·e planned that tht>y shall do ......... , ..• ,.' ..• i',lnj;. 
.~one:way of w:ttin!l'_people to cnrr,r out our plans is by direqt-o~,:der.~:.:. 
~ al~rnative · 1S to get people to do the work you ·have plaj.niw!' 
tbat . tht>y should ~?· not by direct order on individuals, but by so··~"· 
rllllgmg tho condttions and attractions of the work that is a suitable 
number ?f people voluntarily choose to Jo it ; out of the range of 
opportuD!ty open t~ them, enong? people prefe! the· particular- jobs 
~ tlu! !Rlan . uaed:i ·done. l'lannu!g by attraction- and' planning b.T 
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inducement arc always illtPrnatiws to planning h~, dircd C!ompul. 
sion ; ............ There is a very wide ran~e of motives to which tli'J 
State can· appeal, beginning with public spirit--it has to be put first, 
even if it is not the mo"t powerful~and ending with financial adyan­
iiges. "~ 'fhe inducements may take the form of a denial of privileges 
to those who refuse to join a scheme for an approYed purpose. For 
example, members of a co-operative organization may be offered im­
llroved seed, fertilizers, agricultural implements and facilities for land 
Jmproven1ent on terms which may be more liberal than those offered 
to farmers acting individually. There would be perfect justification 
for such a course as the State would find it easier and more economic 
to deal with organized units than with unorganized individuals. The 
State would a!Bo find it easier and more economic to supervise and 
ensure the proper use of the facilities offered by it if it had to deal 
with a number of organized societies. The idea of implementing & 
State policy by denial of privileges found its most; recent expression 
in the U . .S.A. The U.S.A. Administration wanted to regulate tho 
production of agricultural commodities like cotton. It, therefore, passed 
the Agricultural Adjustment Act (1933) under which a reduction in 
the acreage or in the production for market could be effected through 
agreement!\ with producers or by other voluntary methods. Besides 
the hope of price enhancement which such reductions held out to• far­
mers, further inducements were offered by rental or benefit payments 
in such amounts as the Administration deemed fair and reasonalble. 
In practice, payment for agreements to reduce production took a wide 
variety of forms. This policy of indirect compulsion by denial of con­
cessions has been wot·king successfully ever since. With action of this 
type conting into vogue, after public opinion has been awakened in 
support of such a policy, legal compulsion would not be necessary. 

Co-operative Society~medium of democratic planning.-

10. The ·co-operative ~ociety haf~ an important role to play as 
the most suitable medium for the democratization of econontic planning. 
It provides the local unit which can fulfil the dual function of edu~ 
eating public opinion in favour of a plan and of executing it. Iu 
carrying out its plans, the State will wish to enlist the goodwill of the 
sections of the community for and through whom planning has to be 
undertaken. In this task, it can derive considerable assistance from 
a body organized for a definite economic purpose and designed to 
carry out effecti;-ely this work of education and the awakening of a live 
interest in schemes of social and econontic betterment. The co-opera­
tive society will study the implications of the plan and explain tbem 
to the individuals who constitute its membership. By making the plan 
popular, lt will better create the atmosphere needed for its execution. 
voluntarily. · 

11. Co-operation has been described as the keystone of an arch 
without which technical knowledge offered from the side of the State 
and enterprise on tbe part of the people will not succeed in supporting 
a progressive rural e~onomy among lnillions of small farmers and cottage 

• Barba.ra Wootton in "Can Planning be democratio•·-~outledge (lQ~)-Pagea· 43-iS. 
. - . 
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workers. It is only th.rough organized bodies built upon the smallest 
and the most numerous .economic units that large-scale improvementn 
can be intrucluceo successfully. Suoh an econpnuc unit need. not neces­
.sarily be coniincd to a village. A feature of the co-operative ~~ei!l. 
which renders it pa1ticularly attractiv:e is its I)Xtreme adaptability. 
"l'he iiiStitutions organized can , be so adjusted in their metho(js and 
.Practices as to suit the diverse requir!llllents of the varioua eleme~ts 
~omprising the social btructure, persons with .dilferent Wfl.YS and hab1ts 
ot life lllld with different economic needs. Co-operation ·has helped, 
in several cow1 t.rics even to harmonize conflicting social and economic . . . 
interests. The method of federation adopted in the movement rmparts 
to it the strength which mclividual institutions standing alone obviously 
lack. By this means, the movement secures that degree of concentra­
tion which id needed for effective functioning in a modern collliilunity ; 
and for this reason, it appears to be about the only machinery tha.t 
reconciles the conception of large~~•• lc economic planning to individual 
enterprise and initiative. 

Role of the State in Oo-operative Planni.ng.-

12. Plnnning necessarily implies direction by the State and we 
cuvisnge official guidance in cO-OJJerative planning, as in any other 
l<ind of planning. 'l'here is nothing revolutionu.ry in this. Most co­
·'rerators now a,·eepl as conuuonplac<• the principle that the State should 
provide a special fundawental law for the regulation of co-oper~~otivc 
ijOcicties. 'fhe State should also educate public opinion as to the mos.t 
suitable lines of co-operative development and provide the atmosphere 
and facilities for such development, the object being to foster a spirit 
of mutual help and self-reliance among the people. 

Role of Non-officials in Co-operative Planning.-

13. 1:\u plan o£ the State will, however, succeed mlless it is accepte.t 
by tho people and becomes a part of their ideology. The .co-operative 
agcn<'Y cun successPnlly carry out tl1e plans of the State only if they 
arc worked out uy the people and for the people. It is necessary, 
there fore, to enlist the full support of non-ofticial co-operators both 
in drawing up and carr~·ing out plans of co-operative development. 
The machinery of consultation and administration must be so designed 
thnt there .is constant interchange of ''iews and opinions :between the 
non-official co-operators and the officials. It .should be then possible 
to modify the co-operative plans of development in the light .of ;Popuiar 
opinion. 'l'his is .all th.e more necessary as popular opinion will be 
based ?u the actual experience of the working of the co-operative plan.~ 
and w1ll, there~ore, be able to. suggest modifications and improvements 
of great practical :value. Incidentally, the close association of ·non­
offic.ials with the 111ovement ~"~ serve to .etnph.asize its democratic iDAture. 
Whilr. t.h!' 8tate enn ontw !IISStst an~l guide the movement, ~t!! grow,th 
as a live :foo·ce for the .development .of the ·country will depend ·\lpon 
tQ.e po.Pulnr support that it 1Vill get through close and continuous -o-
«•\ion witll non-ofilcia1s. · · · · 
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~-4!1M4~ .'R4 p~r"tj.:vjl ;rJ..,mp,r..-
14. Any plan of post-war deye~opment should ~e in~ ~e~un~ 

tlte extent to which it not only provides for the suitable resettlement 
of a-services persons, but also the extent to which. it can a.n!l l}how.d 
benefit from the training which such men and women have reeeived 
and the experience which they have gaiJ1.ed d.urblg theiJ' tim.e ~ ihe 
Services, 11¥ .e!Jlploying t~.em in the Narious gr.e.d.es .of Jm:e.eula.v.e jJ;J,d ,114,­
ministrati:Ve posts · -whieh will b.e created in order to j]J).p~me,ut tlle 
plan. We strongly end.orse the recOJil1lleJ?.dation .of the .C;rops .tmd SoU. 
Wing of the B.oar.d of A.grie.ulture and Animal Ru.sbanlb"y bl. ln.di• 
(Ilp.perial C.ouneil of Agricultural Research•) that the questio11 of the 
pos~~war absorption of solgi.ers must be r.egar.ded as par.t of a llu-ge· 
scale plan for the developl)lent and weUare of the eolUI.try as • whole. 

During their se~ic<l, p.~en and wo:men lea):'ll the vaJue of COU1mon 
P.:ffort, of comradeship a)ld o:!' tho:ro)lg@..ess ; they ~~e taught the neces­
sity for discipline and toleration, to both of which :tl!,ey becom.e aa­
eustomed. In the Defence Servi~es t':'-day, there a:re many thousands 
of men sldlled in a great variety of trades. These inClude all iorlfi.S 
of agricultural activities ; technical trades, including the handling of 
heavY and complieated machinery of many natures ; trades in connexion 
with :road malting; forestr.y. transportation, balte1•ies, medical work, 
and all kinds of clerical wo1•k including aecountancy. 

. .i\lo:reover, the principles and value of the Co-operath-~ movement 
as ~ mearu; of self-help towards an illlproved standard of living has 
r.q:ved, an<j. continues to receive, particular attention as an item o~ 
th<l Services' educational p;rogramme. As :recruitment to the Services 
has been from a.ij .over India, there would appear to ,be a great opportu· 
nity for imParting a wide-spl'ead impetus to the Co-operative move· 
men~ through ex-services men and women. Every effort shoulll be 
~ to attract theiD. into ~e eQ-operative fold in as great nmp.ber.s 
1111 pC)ssible, either 1JS :members of existing societies, o;r to star.t new QJ;le,ll, 
or 11.\1 staff for the expansion of the movement.. In all cases ~ey' 
~uld be encouraged to i.J;lvest their war savings •nd gratuitie~ in 
these societies. In this counexion we also suggest thet any special 
assistance given by Government to ex-soldiers should as far as poss~ble 
be given not individually but collectively, preference being given to a 
co-operative form of organization. The Co-operative Department in 
each province should, therefore, arrange for publicity to the Services ; 
through the employment agencies set up to assist the resettlement of 
ex-services personnel ; through Sailors', Soldiers' and Airmen's Boards, 
and by any other means co'nsidered suitable. 

LimitatioDll of Oo.operation-

15. It is as well to state here the limitations of Co-operation. Co­
operation will succeed only in fields where association into groups is 
of greater advantage titan individual action. It is not the proper agency 
in fields where certain services must be rendered to every citizen ae 
is the case with sanitation or education. Again, Co-operation is onl;J 

•Meeting held a$ Buod• iR November, 1948, 



a mcflwd. lf the plan for wbi~b it is used is unsound. and if sueli ·a 
plan f<Jds Leeauoc of its own inhere-nt defects,_ it will not be the fault 
qf t!JIJ co-ojlcrufi (·c wdhod used to Implement It . 

. . Limited Progress o£ Co-operation-causes.-
, · 16. A brief mentioa· may be n1ade at this stage of the . causes of 
the limited progress that has been made by _the C?-opera~IVe move­
lltent in India. The main causes are, the latssez-fa1re policy of the 
State the illiteracy of the people and the fact that the movement 
did ~ot especially in its initial stages, take the life of the individual 
as a whole. Amongst the other causes are, the small size of the pri­
mary unit and undue reliance on honorary services for even day to 
day work with resultant inefficiency in management. It is hoped th~t 
the causes responsible for the limited progress <if the movement will 
be removed in the near future, and that the Co-operative movemen~ 
will make its influence felt, in an increasing measure among all sections 
of the community, 

Targets.-
17. In conclusion, 11 mention may be made here of the targets 

aimed at in our Report. These targets are but approximations and 
only of general applicability. The plans thut we have indicated, for 
example, l'egurding the number of societies to be organized, do not, 
and cannot follow any mathematical or geometrical pattern. Thus in 
backward regions, tlJe rate of development will have to be slow, parti­
culnrly in the initial stages. In these areas, therefore, it may not be 
possible to securo the full results aimed at by the targets ; but this 
does uot deprh·e the latter of their value. We envisage a planned 
a_nd stable development of the Co-operative movement ; viewed in this 
light, our targets do not appear to be unreasonable or over-ambitious. 
We exp~ct that if all our recommendations are carried out, a far greater 
proportwu of the people than hitherto will be co-operative-minded and 
t~e Co-operative movement will provide the organization for the execu­
tion of a great number of plans for the economic development of the 
country. 
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CltAP'lER m: 
AGRICULTURAL PB.ODUCTION 

lntrorluctory.-
Thc. :main object of plan.ning is to ensure the well-being o.f th! 

pevpl_e by inereasing their production and consequently their ineomE 
and thu'l raising their standard of living. .Agrieultw·al productio.n in 
India pF.:r ~~ere as well as per capita is on an extremely low l~vel. The 
following figures show India's average annual produetion of the princi• 
pal crops• t- · 

Cereals 
l'ulaoa 
:Fata & Oils 

:Fruita 

Million tons. 
60·U 
7·5 
1·9 

6·0 

tcotton 4•6 !DiJlinll oalos (1942-13), 
tJute · • . 6•111Diilion bah•• (1943). 
tTobll.<loo , • 4,23,\100 tollS (IWII-41), 

(dried loaf). 

tcotroo • • 31 million lbo. (1940-41). 
(cured). 

Vegetables 9·0 
tsugar 1• 07 f!oa .. 464 Dlillion lbo, (1940) 

(19ill-4.'l). 

The volume of production of food crops, though apparently large, 
is not sufficient even for the requirements of a well-balanced and nutritive 
diet o{ the people. The production of other crops has also to be in,. 
creased to provide the raw material for the g110wing industries of the 
country and to yield lllll. adequate surplus for export to pay for the 
import mainly of capital goods, and also of such consumer goods as are 
m;t available in. India.. In this Chapter we propose to consider the 
p!Jrt that the Co-operative movement can play in increasing agricultural 

. production. 
Resources n'ecessa.ry for increasing agricultural production-

2. The resourees that are necessary for this purpose are (i) land. 
(ii) labour, (iii) livestock, (iv) farm equipment, (v) seed and manure, 
~vi) irrigation, (vii) transport and (viii) cretlit. 

Besides, the ince:ntive to agricultural pr.oduction is considerably 
inlluenced by the system of land tenure, 

(i) Land.-The total area available in British India for cultivation 
is 334 million acres of which 210 million acres are actually cultivated 
and 144 million acres are reported to he enlturable. Of these 144 million 
acres, 47 lllillioln acres are current fallow, that is to say, fields which 
are being given rest or which lie uncultivated awilng to the temporary 
inc&ilBCity of their awners to cultivate. As regards the remainder of 
~1 million acres, no reliable figures are available to show what portion 

• ilfemQl11Jldum on the Development of Agricultul'e and Animo! Husbandry 
• India of the Ad\'iB<>~y Board of the I. C .A.. R. 

t The Indian Year Book-1944.45. 
'' ' 13 
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ill capable of being brought under the plough, and what ~ for all prac­
tical purposes unculturable. Ae~.ording to some rough estimates rec~:ly 
made by certain provincial governments, there rna~ be about lQ nullio~ 
acres which can, under certain condit;oiL~, be reclaimed and made culti­
v.;bie•. We recommetud that a systematic survey should be made by 
provincial governments to find out how much of this c~turable wa.!;tl' 
iii caj:lilbla of making a contribution to agrictlltutal production and under 
what conditions. 

We would 1ike to soiind a note of ;varning in connexioh with the 
eil.ensioil of cil1tivation. 1ndia has suffered iiJ. the last 75 years from 
defotestation oii ii. very large scale, especially riear the foothills. :'-'he 
result has been that soil erosion and .the conseque'Jlt formation of ravmes 
have been spreading. lt will be necessary, in order to check thesa tenden­
ciC.~. to conserve a large part of the unculturable area for purposes of 
rcafforestation. It appears, therefore, that in most provinces a large 
i.ncreWle in agricultural production by increasing the area under the 
plough is not practicable, and the principal means of increasing agri­
cultural productiO<Jl is confined to the improvement of the yield. 

(ii) Labour.-Labour is required in the field for such operations as 
ploughing, sowing, weeding, reaping and harvesting and also . for such 
scn·ices as constr1tction of embankments, digging of wells, irrigation, 
etc. Much of this labour is provided by the peasant and his family 
but owing to the short period in which most of the agricultural opera­
tions must be completed casual labour is also employed on a fairly large 
scale. Inquiries show that work on the form ordinarily gives to the peasant 
cTDploymcnt for 200 to 220 days in the year and to the casual agricultu­
ral iabour for a much shorter period. The genera1 standard of living 
of both is low ; and in addition, they suffer from lack of educational, 
medical, sanitary and iwusing facilities. The Co-operative movement 
can render valuable help to both classes by introducing subsidiary occu­
pations like cottage industries and by organizing labour co-operatives. 
ThP.~C subjects have been dealt with in Chapters VII and VIII. 

(iii) Liv:estock.-Cat:tne supply practicaliy all the motive powm.= 
Cor ploughing for lift irrigation, etc. They are also import8Dlt for iJ1. 
crr.1sing the .supply of milk. In spite of the importance to this country 
ot .good .and ~ealthy livestock, both for draught and milk supply, con­
ditions Ill this respect leave much to be desired. The problems of 
ani~! husbandry &nd the part co-operative societies can play in their 
Holubon have been dealt with in Chapti!I' IV. 

. (iv) Farm equip;ment.-in most parts of india,. the cultivator li~e~ 
a wootiPn plough wlmh merely •rrntrhes the soil. Ile cuts the harvest 
by hantl, threshm the grain under the bullocks' feet and winnows cereals 
hy. t~~ ag~cy of the wi~d .. Eft'orts are being made to replace these 
prmntJve Implement~ by Improved ones. According to' the authors of 
'Indian R~ral Problem' about seven or eight thousand ploughs of im· 
pro\ td variety are sold amiually through the Agricultural Dep·artments.; 

• Tho Land nud it• Problems-Pogo 4. ,(Oxford Patriphletg on indian 
Mairs.) 
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b11t they form only a small percentage of the total number of ploughs 
in Wie in India, natnely, 32 millions.• Co-operative societies should be 
made the principal ag®cy for popularizing the use of and distributing 
improved implements as they already play an important part in the 
supply of farm equipment. 

(v) Seed, manure and compost.-The area covered by seed of im­
j:n·o,·ed varieties is only 10.3 per cent. of the total area cultivated in' 
British 1ndia. More attention in the use of seed of improved varieties 
has been paid to commercial crops like sugar-cane, cotton and jute ; but 
i'iee and millets which form thE! largest proportion of India's food crops 
have suffered from neglect, the former hajving 5 per cent. and the 
latter only 0.5 per cent. under improved varieties. Wheat has received 
some attention in the Punjab and Sind where 25 per. cent. of the sown 
area is under improved varieties. The rapidity with which the im­
proved varieties of sugar-cane gained popularity in the. United Pro­
vinte& and Bihar, and of wheat in the new colonies {)f the Punjab shows 
that the Indian cultivator is shrewd enough to adopt an improwement 
1f its benefit is demonstrated to his satisfaction. Improv~ment of seed 
and investigation of its adaptability to a particular soil and climate and 
local conditions requires long and patient research and can be under­
taken only by the Agricultural Department ; but the distribution of 
improved seed at the commercial stage must be made through co-opera­
tive societies. Marked success in dischai'ging this function has bee.n 
achieved by the cane development societies in the United Provinces and 
in respect of cotton seed by co-operative societies in Bombay. We strong­
ly recommend the distribution of seed through the co-operative agency 
because the official agency being small in size cannot reach all individuals 
and effectively supervise or control the use of the supply made by it. 

'l'here are greater prosp·ects for increased productivity through an 
improvement in f.ertility of the soil which has be.come so impoverished 
·that its deterioration has become 'stabilized'. The preliminary problem 
in llldia is not so much to seek the aid of science to make nature give 
mpre as to restore to nature what it has been despoiled of. The soil 
should be giv-en back, either by the use o£ natural manure or artificial 
fertilizers, the chemical elements of which it has been denuded. Farm­
yaru manure is not put to its proper use chiefly because the ordinary 
viliager has no access to wood fuel. A. scheme has been adopted in 
the U.nited Provinces for establishing plantations for the supply of 
'Small timber and fuel. If similar schemes are adopted all over India., 
11 large proportion of the 480 million tonst of farmyard manure per 
ennuin, which is burnt or otherwise lost at present, will become availablf! 
fot• the fi'elrl. ·'l'he •ehomc · sl'~"Tcl be prepHrc<l by cffie.nrs of the Forest 
Dc!'>artment, and their execution undertaken by co-operative societie.9• 
Another easily ava.ila:ble source of supply of natural fertilizers is fr(\l" 

• Indian Rural Prohlem-liy Sir Manila! B. Nanava!i and Prof. J.J. 
Anjaria-2nd Edition-Page 27. 

t Uemorandum on the Development of Agriculture and Animal Husbandry 
iD'India of the .Advisory Board of the I.C.A.R.-l'age 27. , . . ' 



:leguminous crops and gr~en manures. In this conrieXiori, the system of 
mixed crops, that is of growing wheat and a pulse crop on the sa~e 
field in 11lternate furrows is of interest, since, the exhaustion of the boil 

f1·om cereals is set off by its enrichment by the leguminous pulse crops. 
l.n this ca~c also co-operative societies can make a contribution by en­

·comagiw• their members to make use of this source on a larger scale 
than at pt·e~ent. The deficiency will, however, continue, both in quantity 
m1d certain essential elements like nitrogen, phosphoric acid, potash 
ond lime until artificial fertilizers are made available. The manufac­
t,u·e of fertilizers requires an organization and an effort beyond the 
rtsources of the Co-operative movement, and should be undertaken by 
(.iovcrnment. So· far the Central Government ha.'ve acknowledged their 
responsibility in respect of nitrogenous fertilizers by adopting a scheme 
for manufacturing them. The scheme aims at dividing the country into 
surtable uuits within each of which a factory will be set up so as to be 
locntecl within easy reach of the farms. The Central Government have 
consulted the provinces as regards the suitable localities and sites for 
factories, and the local demand for fertilizers. It seems necessary that 
Gowrnment should undertake a very early survey of soils in order to 
ilhd out where soils are deficient in essential chemicals. As regards 
C/.Hnpost, the data collected by the Indian Institute of Science, Bangalore, 
Kl\Ow that !'or every 10,000 of urban population about 1,000 tons of 
c~mpost numure could be obtained annually and that it should be possible 
ultimately to supply for agricultural purposes about a crore of tons" 
of compost manure annually by a proper utilization of waste. The Co­
operative movement should he the agency for the distributio.n of ferti­
lizers. 

(vi) Irrigation.-An assured source of water supply is necessary 
for a~ricultural production. But in India, on account of the precarious 
nature of the rainfall, the supply of water is uncertain. Artifilcial 
sources of supply ensure timely irrigation, and consequently, proper 
germination, growth and maturity. These sources include canals tanks 
nnd wells. Hcceutly, the exploitation of subsoil water by ;lectrie 
tift hns been added to the list, and projects are afoot for the construction 
of large stora~:o reservoirs for impoUJllding surplus supplies during the 
monsoon for supplementing river supplies in dry seasons. Government 
alone have ~uftlcient resources to undertake the con.struction of canals 
electric tube wells, river pumping schemes and storage reservoirs. Worh 
o~ .irrigation should, therefore, continue to remain the primary responsi­
bJhty of the Stnte. But much of the field-work connected with the 
drstribution of water like fixation of outlets allocation of supplies to 
fields, repairs and maintenance of channels ~ distinguished from those 
of the machinery or the head-works, and a..<sessment and collection of 
water rntes can .be delega_ted to. co-o~er~tiv7 societies. They already play 
n useful p~rt m executmg mmor 1rngahon works like the sinking of 
wells, erectiOn of small dams and, sometimes, construction Bind mainte­
nance of tube wells worked by electric power. In Bengal, for instance 

• Toebnnlogicnl Po,..ibilities of Agri. 'cn.ltural Development in Indin-W. 
Burna, C.I.E.-Pages .121-122. 
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there are 1,020 irrigation societies with a membership of :!2,500, reser:ve 
and other funds of Rs. 17,483 and paid-up share capital of Rs. 3,51,410. 
~·he schemes utH.lertaken by them are the excavation and re-excavation 
of tanks, the cl"ection of irrigation embankments for the storage of 
water and the construction of masonry weirs across small perennial 
streams. In l\Iadras, there are 15 irrigation societies serving 9,210 acres 
of !mid under culth·ation. A few 'kudimaramat' societies have been 
started in the Deltas for keeping irrigation channels in p1'oper repairs. 
The North Arcot District Co-operative Electric l\Iotor and Power Pump 
Supply Society supplies motor and power pumps to members after pur­
chasing them wholesale and recovers the cost in instalments spread over 
al)out s~ven years. There are 146 irrigation ~ocieties in the United 
Provinces. They sink wells and improve facilities for irrigation, In 
the Punjab there are no irrigation societies as such, but there are 21 
silt clearance societies which clear silt in the inuJlldation canals to ensure 
better supply of water. Bombay has a few dam construction and irri· 
gabon soc·ieties. Although the co-operative irrigation. societie~ have 
not achieved much success so far, they indicate the possibilities of co­
c.perative effort in this direction. The construction of minor irrigation 
works should be entrusted to co-operative societies in pref&ence to 
individual contractors. Funds for such works should be provided by 
Government cr by co-operative financing institutions wherever 
they exist under proper safeguards and on the security of land 
belonging to those whose lands are likely to benefit from these works., 
If some plot-holders who are likely to benefit by the scheme refuse to 
jom a co-operative society for carrying out minor irrigation works, thil 
Coilector of the district should be empowered to make a p'roportionatc 
kYy on them and recover the levy as arrears of land revenue. State 
ll~'Istance for sinking wells should be gwen through co-operative 
societies. 

(vii) Transport.-India is deficient in the means of transportation; 
with an area of approximately 1,580,000 sq. miles• she has only about 
41,000 miles of railway while Europe, excepting the. U.S.S.R., with 
ll:J area of 1,660,000 sq. miles has 1,90,000 miles of railway. Similarly, 
in Dritish India, the proportion of road mileage to area works out at 
S5 miles per 100 sq. miles; the corresponding figure for the U.S.A., 
i~ 100 and for the U.K. 200. The position regarding coastal shipping 
and inland water transport is also unsatisfactory. A large expansion of 
tl1e means of communication is, therefore, necessary if farm equipment 
and farm products are to move freely within the country. We do nob 
tit ink that the Co-operative movement can make any substantial contri· 
'b;uti'o'n1 in this scheme of expansion of transport as it will require an 
organization and an effort beycmd its resources. The schema of ex­
pansion slwuld therefore, be undertaken by Government. But the 
f'o-operative movement can play a useful part in the 'orgalnization of 
transport co-operatives,. (Chapter XIII) and in the organization of 
labour co-operativ.es for the collBtruction and maintenance of roads 
( C1mpter VIII) . 

• A Plan of Economic Development for India-Paie.S5. 
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'uH 't be (viil) Dredlt.~The financi~l needs of. the agrJc ~rJS . ~a~ired 
clilhSJ!ied, according to tl1e per1od for wh1ch accommodatiOn _1s eq ut­
h;V him, into three divisions, namely, (1) sh?rt-~e~ credit f~r Pand 
thaRing seed and fertilizers, paying wages, Ill.llJ!I1tammg the fanu Y d 
mooting other expanses such as payment of land reven,ue ~d rent, an 
interest on debt (2) medium-term credit for purehasmg livestock ap.d 
intplcment, 110d '(3) long-term credit for purchasing ~and and expens1ve 
agncultural machinery and fot effecting perm~ent l~provement. TJ:e 
part which the Co-operative movement can play m agricultural finance IS 

. dibOURScd in Chapter VI. 

Wd tenure-
Agricultural production is substantially influEI!leed by the system 

of land tenure. A proper system should aim at tilx:ity oJ' tenure and the 
as.~urnnee of a reasonable return to the cultivator. "The problem of 
terrure is of basic importance and is often a pre-requisite to oth~r 
agrarian re!'orms. "• The defects of the existing systems of land tenure m 
the vurious parts of India are serious. The time is approaching fast 
wl:en the status of tenants under landowners will have to be altered 
more substantially than hitherto, as it is unnatural to expect a te­
nant whoso right in land is temporary to improve or nurse it. We are 
not denling 1'.-ith this matter as we consider that recommendations as 
regards institutional changes ate outside our scope. 

Role of the Co-operative movement in increasing agricultural produc­
tion.-
8. The an nlysis of the various resources that are necessary for in­

creasing agricultural production and of the extelnt to which these re­
sources are undeveloped in India, brings out the fact that the Indian 
cultivator is beset with difficulties and needs help and guidance at every 
~tep. By the use of improved varieties of seed and manure and imple­
me•lU:. with timely and adequate water supply, by the protection of crops 
from the ravages of pests and diseases, and, generally, by fully developing 
the resources oneoe~sary for production, India can raise the yield of food 
crops, within n period of 10 years, 'by 60 per cent. t 

4. Cultivators ali a class are too poor individually to undertake 
most ~f these. !J?~P;ovements: . The question o_f. creating. appropriate 
n~:cncws for llllti!ltlbg, earry:mg out and supel'Vl.smg these Improvements 
is, therefore, important. We consider that Government must aeti'vely 
participate in all activities relating to agricultural development · bujl 
lis tho official ogeney is small in size and as there are certain ite~s of 
work in which RU~cess will be achieved better bv the voluntary effort of 
non-~ffioinls, a:::cncic·s. whit·h wnuld Jwruess locai talent should therefore 
he Rought and encouraged. The village co-operative society is a useful 
instrumcllt of economic development . 

." TI .. Bl'l'l""'' }'oundations of l_l.ural Welfare, in International Labour 
Ronew, Mnroh ln45-Pnge 296, Footnote 2. · 

t Memornnd"tn on the Development of Agricultnre and Animal Husbandry 
In India of lbd Advisory Board df the I.C.A.B,-P~~ge 10, · 



19 

u. 'the activities 6f ~o"opf!tativf! sooietles have, bowe'ter, blielt 
mostiy' confined hiihertd Hi tlie sphete o:E supplying credit. 1lnt the 
supply of credit touches <inly one aspect of the life of the cultivator ; 
the prope;r course is to take into account- all aspects of his life il.9 a 
wltoie. This is pussible only if primary co-operative societies undertak( 
iriultipie objeetives. This idea iS reflected in the Government of India's 
scheme for orgaruzmg Viila:ges into groups having mUitii-purpose co­
operative societies, as menticmed in the Second Report on Reconstruu­
tion PlaDJJing. This means that village co-operative societies 'IV!Itlld 
undertake all those activities which affect the daily life and business 
of the agriculturists and artisans, and that it should not confine itself 
merely to credit business but should also " be a social organization V>hich 
will tend to promote better living and mfuor improvements in Village con­
ditions, and to eliminate feuds, litigation and friction." 

&otganiza.tion of the primary society.-~ 
6. We recommend that t:he primary credit society should be re­

formed and rtlorganized so as to serve as a centre for the general eco­
nomic improv-ement of its members and should, in particular, {a) finance 
crop production ; (b) act as agent for the sale of crop to the nearest 
co-or;erative marketing organization ; {c) suppiy the farmers' simple 
needs for crop production like seed, cattle-feed, fertilizer and agricultural 
IIilplementsl and also consumers' goods like cloth, kerosene, salt and 
matches on indent basis or on the basis of established 
needs ; (d) serve as milk collecting station for the nearest dairy and 
as a centre for animal first-aid and the maintenance of stud bulls ; 
(e) serve as a . centre for maimtaining agricultural machinery for tbe 
joint use of memt~1s; and {f) encourage subsidiary occupations for its 
menibers. . 

7. The Iiieitlbershlp of the society should be open to all persons 
re!litlirig in its area of operation. The society should be so organized 
as ltll haYe at l-east 50 members, and its area of operation should beo 
~<uch as would permit adequate business and, at the same time, e.filcient 
Bilfiei'visiob and effective control. The business of the society may 
in~ltide all the objects mentioned in the prevaoils paragraph or as many 
ilf th~m as :rilay b~ deetned advisable. It is not expected that every 

· society Rhonld, immediately on its registration, take up all the dilrer­
lel\t items of work mentioned above ; but its aim should lbe gradually 
to undertake all these activities as it gains experience and strength. 

Target and cost.-
8. We r~e.ommcnd that im attempt should be made to bring 50 

pcf c··iit. of the villal!'es amd 30 per cent. of the rural population within · 
the ambit of the reorganized primary societies within a period of 10 
yeHrs, in two five-year periods. We also recommend that the member­
ship of a primary society should be at least 50. The 1941 Census 
Report gives the rural population in British India as 257.8 millions •. 
Taking t!Je average membership of a family as fi've, it will be necessary 
lo have aliout 15.5 niilliol!S of ~the population as members ot the prinlary 



societies in order to reach the t~rge~ fixed_ ~hove. The membershir: ei 
the existing primary c1 edit socie~c~ IS 3 ~on, t?e average per so.ci~ty 
b · "'2 'l'hus the 95 357 e:-nstnw soc1etJCs Will enroll 1. 7 million 
cmg ~ · ' " · d ·th t t l ember adliitional members at the rate of 18 per soc1e~y. an e . o a m • 

.hip of the existing societies will be 4. 7 m~lli?ns, ~ea;:mg a balance 
of 10.8 millions to be organized into new soc1et1e~ :mthm th~ next 10 
years. This means that on an average 1.08 million. p~rsons sh?uld 
be brought into the co-operative fold and 21,600 soc1et1es orgarused 
ev~ry year. 

fl. The cost of management of a society will vary from province to 
pro,·iJ:ce · but it can be roughly estimated to be Rs. 150 per anlllum 
per societ~. The total cost of management of the existing societies 
and those proposed to ·be r-rganized will, therefore, ~ount to Rs. 
1,75,43,550 per annum, incrr:asing by Rs. 32,40,000, bemg the cost of 
management of the new sccieties, every year. The Government should 
give a subsidy amountin~:; to 50 per cent of the cost of ~anagement 
to all the societies for the first five years, i.e., the total subsidy for the 
first ten years being R&. 10,05,58,875. We recommend subsidy to the 
existiiw societies also as the sphere of their work will, on reorganiza­
tion as"' proposed by us, expand eonside.rably. 

10. According to vur target, 50 per cent. of the villages in British 
Jn,lia, namely 228,780 should be served by primary societies. About 
97,000 villages are already ser-ved by such societies and if the pro­
gramme of organizing 21,600 societies every year as suggested above 
is carried out more than half the villages will be covered d'uring the 
period of ten years. 

11. The succe~s of the plan will depend to a large extent on the 
arrnngcmcnt for direction, sup·ervision and audit of the 21,600 societies 
proposed to be organized every year and the staff employed for the 
purpose. We consider that there should be 2 Supervisors and 1 Auditor 
for every group of 50 societies ; 1 Inspector for 100 societies, 1 Assist­
ant Registrar for 1,000 societies and 1 Deputy Registrar for each R~ve­
nue Division. On this basis a staff of 864 Snpemsors, 432 Auditors, 
216 Inspectors and 21 Assistant Registrars per year will be necessary. 
As regards Deputy Registrars, we have stated above that there should 
be one for every Revenue Division, which is taken to consist on an average 
of 5 districts. There are 225 districts in British India · on this basis 
it will be necessary to appoint 45 Deputy Registrars in 'the ten yea; 
period, or roughly 5 Deputy Registral'l! every year. We however con­
sider that a larger staff will be needed for direction and' supervision in 
the first year to initiate ~e d~elopment scheme. We, therefore, pro­
pose that 20 D~puty Registrars should be appointed in the very first 
year. 

12. We attempted to draw up an estimate of the total cost of our 
r.roposnl ; hut on account of the variation in the designation, jurisdic­
~Jon and scales of pay of the staff from province to province it was found 
~po&Sible to make an accurate estimate unless it was made for eallh 
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province separately. : Yet, it was eonsidered desirable that a rough 
estimate should be prepared on a uniform basis. Such an estimate for 
the first year is given below :-

• ' 
No. rcq uh·ed Averllff' pay Cost. p~·r 

Description of the staff 

I 
during the po~ month. unnum. 
first year. 

Rs . Rs. 
. 

D-,, Registrars .. .. .. 20 888 2,13,120 

Asst. Rogistrars .. .. . . 21 403 1,01,551! 

·Inspectors .. .. .. .. 216 I 145 3, 75,840 

Auditora .. .. 432 73 3,78,432 .. .. 
Supervisors .. .. .. .. 864 73 7,56,864 

Total cost for the 1st year .. .. .. 18,25,812 

. . 
The total cost will be Rs. 18,25,812 increasing by Rs. 16,12,692 

every year up to the end of the fourth year. From the fifth year on­
wards, five Deputy Registrars will be app·ointed each year. The cost of 
the plan for the ten years will be as shown below :-

Cost for the 1st year 
2nd 
3rd 
4th 
5th 
6til 
7th 
Btl\ 
9th 

lOth 

Tots! cost {or 10 years · 

Rs. 
18,25,812 
3!,38,504 
50,51,196 
66,63,888 
83,29,860 
99,9.5,832 

1,16,61,804 
1,33,27,776 
1,49,93,748 
1,66,59, 72u 

9,19,48,140 or say Rs. 919lakhs. 

We observe that some provinces already employ first grade officers 
such as Joint Registrars and Deputy Registrars and we have no doubt 
that these will be taken into account in working out the cost for each 
province. The Government should bear the cost also of the additional 
staff required for the ~p·ansion of the _Co-operative Department. 

13. The estimate given in the previous paragraph is fo:c the. socie­
ties proposed to be organized and docs not include the additional staff 
required fot the inspection, supervision and audit of the existing so­
cieties on the new scale. Tha total number of primary credit societie> 
in. India is 95,357 and the staff employed for their inspection, super­
vision and audit consists of 138 .Assistant Registrars, 3,659 . Super­
;:v]sors Aild Auditors and 1.024 Inspectors. This staff falls short of the . . . - . . 
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'"!llliler, suggested by us :under the scheme, }ly 24 ~~ ~ 
!l,~ll Supervisors and .Auditors 1111d 394 llJsp_eeJ;Qr!J. !J:Jw ~9~ P~f fSJJ.' 
of tlle additional staff is shown below :-

Asehstltn~ Rt'gistrars 
ijup TV~o s and. AuditorB 
lllllpooWrt! 

Tot&! 

:R~. 
1,\6,1>6~ 

. . 19,~b,~36 
.6.oti,U60 

.• !!7,38,~ or s&y &.~71aWls. 

The Governmt!llt should pay for this additional sta.fi! also. 

Adoption of limited liability as the basis of the reorganized society.-
. 14. We have grven considerable thought to the que~tion o~ the 

J>ature of the liability on which the reformed and reorganu:ed prllilarY 
society should be based. .Agricultural credi~ societies, w:hlc~ are ~t 
present the most widespread type of co-operat1ve orgamzat10n 1n India, 
are based on unlimited liability. There is a body of opinion wh~ch 
advocates that uulimited liability should continue to be the 
basis of co-operative organizations. This opinion is based on various 
g10unds. '].'here is, first, the empirical ground that the suitability of 
unlimited liubilit.y as the basis of agricultural credit societies in India 
lHlS been examined by a number of commissions and committees, and , 
their verdict almost invariably has Q~en in its favour. Next, it is 
daimcd that unlimited liability is an esse.ntially eo-operative principle 
in that it creates among co-operators a sense of collective responsil;>ility 
nnd mutual watchfulness ; and it is feared that its replacement by 
lim1ted liability will undermine this responsibility and through it the 
basic principle of Co-operation, 'Each for all alnd all for each." There 
is a further reason for insisting on unlimited liability. Co-operative 
soctctics arc generally organized for persons of small means ;whose 
iuihvidual credit is low, but, on the basis of unlimited liability, they ea.n 
jointly command credit sufllcient to satisfy t);leir productive needs. 
Financial institutions look upon unlimited liability as an importaint 
source of ultimate security of their business, and there is a serious danger 
of credit 'being curtailed if this security is not forthcoming. While 
it is frankly admitted that a rigorous enforcement .of unlimited liability 
is lilwly to cause hardshiJ), it is claimed that through long experience 
o$ its applic11tion the Co-operative Departments have so framOO. the 
I'Ulcs ~or its en f01·eement as to soft~n im rigolll's. The critics, howev.er 
hold .that i.n .certain provinces no TQ:les could avoid ·the rigours, and 
that in others the principle of unlimited lial;>ility has never been .enforced 
~~nd has remained a dead letter. In their opinion, :the reason for tlrla 
stat\l of affairs is _not far to seek. Even :when the principle was intro­
.l\lbed i_n ,b-et X of 1904, a -w:arning WI,IS so\llld.ed that unlimited liability 
would kee,P away from the Co-op.erative movement those :very classes 
nf people. whose help v;oul~ be most net;de(l _and would be indispenSable, 
und warnll;lg ~as ~een ,Justi~ed ·by expe:nenee. So -long as there is no 
hnr on the 11Uenation of tl,te1r PI"~>perty by membe~ unlimited liability is 
11\rgely il~usory. ]l!emb.e1.11 of cd-opera.j;ive j!ociefuls are unhampered in 
h11ving resort· to the village m0111ey-lender, · ani -the aotua1 fact .._ 



W be -that Unlimited liability has not helped the development of ei~ 
~olleelj.ve responsibility or mutual watcltfulness so far, at least, as financial 
tran...a<:tiotu> 111·e eou~erned. ln actual pt'actice, a. financial instit\ltion 
dealing with a co·operative society pays more attention to the e.ffieient 
management of the latter and to the contlrol and supervision ~d 
·by Government, and, in giving loans and ad:vances to indi'li.dual Ill.eiJ.I· 
bexs, looks upon the pledge of e,ops or mortagage of immav~le pm. 
pert7 118 the most eligible seCUI'ity. · 

;I.t is cWmed. t.hat W. M:e<h-.lls, wilimiteQ. ).ia)JiliWl has \leen suceess­
£Jl]ly .en£oreed .in l!lany nual .credit so~jeties ]lllder liquiQ.ation and 
lij);Jls o~ rupees of ba.d lie}!~ due to the ,central .banlts and depositors 
h;l'j) been recovered /.n thw wny and that, nevertheless, unlimited liability 
has not ;prevented respoiJ..\I~PW ;w.en fro.m joining these socieUes. Many 
rich people h;lve jo.ined them wi.th the object of }lelpmg them to func­
tion efficiently and :few who neede.d credi.t have kept out of these 
so.cieties :for the 1.1eason that they! are b~;tsed on unlimited li~;tbility. In 
most eases, good m~ement has b.een the ;result of the existence of 
u11l,united liability and of jts e.nforcement in the r;teighoourhood. It is 
:feared there that ee:ntr.al banks will .not lend freely and deposit$ will 
shrink if unlimited liability is dropped by rural credit societies. Cou>e­
quently, we consider that it will llot be advisable to lay doW'Il limited 
liability as the rule for all provinces. Where it has been. found to worl.t 
::-ouccess:fully, l'J.O change is called for. 

15. In most provinces, however, Ul'J.limited liability has not been 
vety helpful to the; progress of eo-operative credit. In this Report, 
we are recommending that a primary :village society sb.ould undertake 

.!/. large number of »on-credit activities an\i we have syggested in tl,leir 
mspeeti ;·e . places how .credit is to be raised to finance each one of 
these activities. In most provinces the t.~e.nd of thought is in favour 
of limited lil).bility. We recommend therefore, that, except where unlimit· 
ed, liability has produced good results, the liability of the reformed aud 
reorganized pr-imary society should he ilimited. This liability should, 
ho~~ever, be li1,ni.ted eilthew to the Y;IJ.ue of i!Aares held 'by a mem)ler or to 
a multiple ;tl;le,~:eo.f p):ovided that a· sub.st{l,l;ltial pl;\rt of the :fwtds requi.re~ 
by ~e society ()lin be raised throu,gh share capitaL There may, howe:ver, he 
cnses in wP.\e_h Ul'J.lii!lil:l!~ liability i~ mo.re appropriate. For instance, 
the adoption of limited liabJlity l:n1\y )?rejVent the benefit of eo-operativ~ 
C'redit being derivea by pe11SOl'J.S <>f small meal'J.S who have no tangible 
\ie.cw:ity (:which ,the_ Jimited. ~abj.],it;y~ ~oi!Jecy ·wij). US\lllilN d&IW~nd) w 
c;fl.er fur lo®S. ,Si;¢lar~y, for $Ocieti~ "'hjch .cover ~ one }';illage 
a~;~d do not .C<ilJ;J.ta.i». mu,ltiple ~®~ti.o.n$, .unlim.itet;lllability m,ay be more.suit­
able. We suggest .that such cases ~~o)lld 1\e tr®ted by the R.egi.strars 
<>n their own merits and with r'egard to local opinion and eil'cmnstances. 

Consolidation of holdings.-
;1.6. One ,of tl\e .greatest .obst!lCle~ ~ the way of :incr,ea.sing .4gri. 

1\llltural .p):ed)l~on j~ .tb.e .e-xis.te~;~.c;e .of. ,VJ,leQl.Womie ho).~. .Mt u.t~mpt 
teo rw;toice th.i$ .o.IJ&tllcle ~ ,bew;~ ,lllade ,through !\0-QJ)e.r&t~v~ .COilj\@s),a­
tion <>f J.lo}i!ings .in .same .pro~, notably in the Po.ujab. The ~ 
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object of a eo-operative consolidation of ho!dings society is ~o. s~ure 
more compad hohlin:rs for ench member. Every member on JOUllUg a 
society uud~:rtukes to agree tn a schema of reallocation of land ap­
proved by two-thirds of all the. members ~n a genc1-al meeting: .In actual 
p1·actice however no scheme lR ordmarily enforced unless It 18 accept­
able to.' every m~mber. All l1oldings of the members are pooled in t1Je 
first instanc~. The managing committee then places, subject to the 
appr~al of the general meeting, eac};! field in its appropriate elass, and 
draws up a scheme of r~o.llocation in consultation with the ;members 
concerned. In the reallocation an effort is made to ensure that each 
member gets the same area and elasses of lan.d in compact blocks as he 
had originally in scattered holdings. After the scheme has been ap. 
proved by the members, the new blocks are marked out and necessary 
ateps are taken to have :possession redistributed. A aeparate sta11! 
trained in revenue work 18 provided by the Government to assist these 
societies, a part of the cost, usually based on the. area consolidated, being 
borne by the members. In the Punjab there wer'e 1,763 societies for 
consolidation of holdings on July 31, 1942 and thirteen 1nkhs of acres 
were consolidated up to 31st Jul~. 1941. In the United Provinces there 
were 233 such societies in 1942. They have been able to consolidate 
one lakh of pucca bighas• and reduce the number of plots frO'm 117,635 
to 12,392. There were 40 such societies in Delhi and 22 in Madras. 

17. Consolidation through the Revenue Department is also provid­
ed by the Central Provinces Consolidation of Holdings Act, 1928, the 
Punjab Consolidation of Holdings Act, 1936 and the United Provinces 
Consolidation of Holdings Act, 1939. In the Punjab, the scheme of 
eonsolida r.ion is binding on the whole of a village only when at least 
two-t.l1irds of the landowners holcliog I!Ot less than three-fourths of the 
cultivated area agree in writing to consolidation. From the begin­
ing of the scheme up to the end of March, 1943, an area of 259,691 acres 
disLl·ibuted over 333 villages had been eollSillidated. Aeeording to the 
:United Provinces Consolidation of Holdings Act, 1939, the proprieto.· 
of a village or' the lambardar or eultivators of more than one-third of 
the eultivated area in it may apply for an order of consolidation. Tha 
main provision of the Central Provinces Consolidation of Holdings Act, 
lljfr~s; lis that when· one-half of the ~illagers holding two-thirds of the 
lan.d apply for consolidation a special officer prepares a scheme with 
the assistance of a panchayat, and the scheme is put into force after 
confirmation by the Sett1ement Commission&'. In the Celntral Pro· 
vinees tho holdings of nearly a lakh of permanent holders covering an 
area of about 1,133,000 acres split up into 2,433,000 plots have been 
09nsolidated into 361,000 compact plots. 

18. The evils of fragm!'ntation of holdings seem to be widespread 
a'?~ ~ot peculiar to India. T~ro~ghout the .European. Continent, su'b-
4iVISlon of land among .the heirs 111. ea~h generation .constitutes .one of 

•1 puaca bigha t IOU. · . 
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the .major obstacles to progress in farming tcclmi~uo. In Switzc:·land . 
. among small holdings of hss than 2i acres in si1.c, there were, at tli; 
la~t Uensus, no fewer than 2:20, each of which wno divided into 50 or more 

, separate strips.. It is estimated that in Western Europe one..quar er 
to one-third of the land is parcelled out in this manner ; in many partl; 

. o! Eastern Europe the proportion is still higher. The experience of 

. France, Switzerland, Belgium, Germany, and Denmark proves that vo1un­
: t8.ry consolidation of holdings among peasant-proprietors does not secure 
.compact and reasonably sized holdings and that the remedial measure lies 
, iJi icgislation. · ln Denmark fal'ms have been saveci from being divided 
· into small strips !by a series of Acts of Parliaml'.nt dating from the begin· 
mg of the nineteenth century prohibiting the sub-division of farms below 
a oerta.in size. 

. 19. We are of the opinion that in the task of consolidating "dwarf 
holdings" into economic units it would be well to follow the Danish 
example and prescribe by legislation minimum sizes below which farms 
must not be sub-divided in any ease. We do not, howevl!jl", propose that 
nothing should be done till such action is taken. Consolidation cf 
holdings has been attempted, as described earHer, in Indian provinces 
both by the Co-operative Department and the Revenue Department. In 
view of th11 success attained by co-operative coosoiidation, particularly 
in the Punjab, we recommend that CO-Qperative societies should be en­
couraged to take up consolidation of holdings. We also recommend that 
legislation for the consolidation of holdings should be passed iat those 

. provinees, where no such legislation exists at present. 

{..arge scale farming-ditferent types.-
20. We however, consider that for a permanent solution of the 

rrohlem of i.!"""reas~ agricultural producti0111. some form of large.scalll 
'ull!vation b noccssary. There are four types of large-Ecale fa!ming, 
uiz.., collmh~ fu-ming, State fanclng, corporate farming and co-operativ4 

, ., £.arming. : 

C41TI~ctive farming.-

21. Collective farming in Soviet Russia is a conspicuous e'Xample 
o£ large-scale method of cultivation. There, the collective farms a!e of 
three type3. The simplest is a mere cultivating or herd-tending partner­
ship common among the nomads. .At the other end of the scale, is tho 
!ull commune, in which the members live together round a common dm­
ing-hall and kitchen and have ;no separate belongings except trifling 
objects of personal use. Collectives of this type do not form more than 
one per cent. of the whole number. In thE' vast bulk of the collectivel1 
the members surrender their land irrz.vpcably, the work is comrno:~, tho 
rights iu laud and in live and dea<l stock are joint, and the surplus pro­
duct is divided among the members ; but the incomrs are separate, and 
the members live, and, mostly feed, with their families and in their own 
houszs. The collectives are unde!" a legal obli:ration to admit otl1er 
members having the required qualifications. An important inclividualis 
tic element in them is,. however, the small sep·arate yru·d, or ·garden 
L449llofAgri 
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·11llotment, ordinarily adjoining .the living house 11n<1 1Vqrl!;~d by_ ~e 
famiiy. 'The collectiv~s are hi:.hly mechanize~, and in this CO?Jleci.io~ a 
ve1 y important part IS played by the Macbme ;rractor Stat1ons matn· 
tained by1 the State in suitable areas. These statiOns n1lJnb~r 6,647, and 
keep tractor&, combines and harvesting machines ~or th~ use of the eol­
J~ctiveg which pay in kind at a fixed rate for the1r set'\TlCCS. ~ qullXter 
of a million pf these collOOtives, occupied in 1935, 94 per 'l)ent. of the 
ivho!e cultivated area. The average size of the fu:m >;aries widely in dill'erent 
reg~OOlS' .. It is below· iioo acres iri White Russia; above 1.800 acres m 
Ukraine and is twice or three times as large on the middle and lown 
Volsa. For the whole country it ~vei:age8 1,600 acres.• ..... . - .... 

'",; . . ' ' ' . ' . ' '·· .. .· 
The collective farm is au " economic community of fal'llling f11m~es 

who pool their resources and undertake to work together under a manage­
ment committee chosen by tl1emselves. This committee is responsible 
for farm management, allocation of work, distribution of in~.ome in 
kind and in money, and disposal of surpluses. All the working members 
ure tlinccd in labour group~ (or brigades) and work is .allocated on a 
(:roup basis. The brigade leaders cheek up on the amount ancl quality 
of work done by their members, including household tasks. The re­
muiiC•ration of collective farmers is calculated in ' work day ' units, 
i.e., the value of the average amOtmt of work that can be per.l'ormecl 
by a collective farmer in one working clay, a.q fixed by a standard qu!)t.a 
for .-,a,,h type of work. Differene.cs in skill or special effic.iency are 
rcnmncrnted hy r;rarlin~ un some ,iobs to a bil!'her equivalent iu ' worlt 
day ' units than others. "t The production plan for each farm is, 
however, lnid clown hy tl1e Stntn whic.•h issues directions about the acreage 
under different crops, t.he nnmh~>r of animals to .be kept, l!tl'. Eacb 
collective has also to sell to the f:t~tp nt a pres'cr.ihed rate ll r._,.ed pro­
port.ion of wbat is assumed to he an average yiPld. As a result of 
Mllectivization and the consequent lnr!!'e-scale mechanization th~re ba..~ 
beNt a considernble inrrense in airricultnral prorlu~.tion. The inconw' of 
a :n~mb~r fm>1ily ha.~. in tP.rms of l!'rain. l"isen fl'om 'o.fi ton iu l!lR'~ to 
1. 7 ton in 1937 ; the money income rose from 106.2 rc5ubles¢ in 19321 to 
34!!.1 roubles in 1937~ • 

. ata.te f'arming.-

::2. Tiussin. lws >nnd<! ~xnr·rinwn1 ~ with Slate farm~ alsr;. Tl1ese 
fn_nns nre eqwpp~rl wi1h up t.o uate machinery, Tl'lanal(e~ in ll<lL'O~·dance 
With tl1c lat~st met_l>orl~ of a~rnnomv and seient.ific animal ~l1l~hm1Jry 
and r.orkPd by pmd lnhrmr. The first farms were orccanbed hv the 
So,·ict Gowrnm~nt in 1918. hnt lhP.ir rapid development beg-an in 1~28·29 
when larl!e State wain farms wer(' or((ani?.ecl all. over thP. country. 
'l'bey are !o be founcl in all the republics and rel!ion~ of the lU:l.S.R. 
ancl. even m those pnrts where the po,pulation bad previonRl.v .been non­
ligrlcUltural. In 1934. the Sta~e farms employed over 3 mill.iou persons 

SOR .. ~ Tho Russin,, P~n•nnt and Other Studies by Sir John Mlll'11llnl, page 

· · .t' Wo,.ld Co·nJ>erntion, 1844-1944, b" ;Dr. Baron p .29 * 1 roublc=2.1 Rh · ·· · · " · · · • • · · 
§ Y •nr nook ·of . .Agneuttural c.,. operation, 1942, p. 204. 



and cultivated over 40 million acres, of which over thrc~uaders wen 
un(ler g1·ain. They had nearly one million ho.rses, 4! million larl(~ 
horned cattle, 8} million sheep and goats•. Besides producing foodstull's 
like g1·mn, meat, m11k, butter, trmt and vegetables for tne urud.ll iauu,.trial 
ct·ntre&, the State farms produce raw materials like cotton, flax, wool, 
ijugar·.be\lt, vegetable and essential oils for inuustries. 

The main distinguishing feature of State and collective farms il! 
that the workers on a ):;tate farm are wage-earners, while those on a 
collective farm are peasant members. The collective farm by its speeial 
method· of paying "'ages,· according to the work done by the individual 
m:ember and according to the net output of the farm,· provitles ·an 
incentive for the improvement of the farm ; and its memberli, owing 
iO ·· tlwir collecti're ownership ·of the means of ·production, have greater 
fi:eed.or':l .to decide upon the management of the farm. · 

Corporate farming.-
~3. Corporate fariUiug is based Ol> capitalist methods. Tl1c pla.nta· 

tions of America afford an example of this kind of farming. It has 
the usual advantages of large-seale enterprise and leads to larger pro· 
clnct]on and better marketing. Its main motive being profit and not 
the interests of the actual cultivator, it suffers from all the defects asso· 
ciated "ith absentee landlordism. 

Co-e~rative farming.-

~4. Co-operative farming soeietics have been organized in some foreign 
countries such as Italy, Bulgaria and Palestine. The societies iu Italy 
usuaHy begin by taking land on either rent or profit-sharing basis and 
after gaining experience of land management, purchase it. 'I'hcy are 
generally of two types, viz., Conduzionc unita and Conduzione dit•isa. 
U:nder ;t;he former the land is cultivated jointly by the members, the 
means of production being owned by the society. The members work 
on wages, but the surplus income. after meeting expenses and providing 
:fo:r :r~ryes, is distributed among them in proportion to the wages earned. 
'l'he Conduzione df,visa society usually consists of small tenants who join 
together to obtain the advantages of association. The land i~ lease<! out 
to members for individual cultivation. The society exercises the functio!l 
of direction and supplies common services such as credit, lllarketiug, 
nnd use of costly machinery. 

Jn Bulgaria, the societies are usually for joint farming. Ar.cording 
to a report published in 1941, the number of Bulgarian co<Jpcrative 
societies for collective :farming was 21 at the end of 1940. The twenty­
one· societies had 1,601 landowners as members, 'the minimum number 
of members in a society beimr 11 and the maximum 329. They manaa:ed 
29,590 decarest of land of which 24.322 decares belonged to the memberi 
in individual ownership, 1,435 to the co-operative societies and 3,833 
deeares were leased from tbe eommun.es. 
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The societies in Palestine have been organb.e<l by the Jew:;. 'fhey 
arc of two types, viz., farmers' settlements and small-holders' settlements: 
''fhe farwcn;' Bettlemcnts m·e collecuve iarms estatJi.Jsned 011 laud of 
the Jewish National l;'uud or on land leased from the Palest:ne Jewish 
Colonization Association. The chief aim of these organizatiooo is to 
dc\·elop co-operati,·e villages. Tltey arc governed by a11 elected commit­
too which divides itself into sub-committee.« directing different •lctivitics 
of the settlement. The society owns all the property in a se>tlcment ; 
members own nothing privately. No wages are paid ; and e\•en the 
mouey earned on outside work goes to the common purse of the settle­
ment.· The societies operate entirely on borrowed capital. Thrir pro­
.dne,e is sold collectively either to or through co-operative marketing 
wcicties. They maintain all communal institutions, clubs, hospitals .and 
scho,,ls and pay the expenses of outside education. They also under­
take the support of dependents of members. Towards :the end of 1940, 
there were about 200 large and small agricultural settlements 'vith a 
pop•1lation of 41,000. They played an important part in the process of 
econumic readjustment, necessitated by war-time conditions. 

'l'he main o.bjeetive of the small-holders' settlements is to organize 
the settlement of their members as individual farmers. Certain opera­
tiOllS like cultivation of certain areas and crops, irrigation an•l water 
supply, sale of produce and purchase of requirements, use of agricultural 
machinery and storage are, however, undertaken collectively. The 
small-holders' settlements often start with collective ownership a1ul later 
make indhridual allotments. About 10,000 people live in these settle­
ments. 

Both the types of settlements are affiliated to a central organization 
(Thuva) for marketing their produce. 

An iuterestin~ synthesis of these two types of settlement.. is being 
tried. Jt bca1s afhnity to the Russian collectives. There is joint owner­
J.t'>ip IUld management of all a,o-ricultilral propei'i.y, but there are. individual 
!wus.:s for eauh· family. The members are paid at a uniform rate f<JL' 
their work with family allowances and enjoy· complete freedo111 in the 
spendin(:;' l>f t1:~ir earnings. 

Relative merits of different types of large-scale farming.-
25. The question to be considered is whether collective farmin" 

State farming. corporate farming or co-Operative farming is the mo;t 
suitable in Jntlian conilitioru;. 

The main mot iYe of corporate farmin~ is generally profit ant1 not 
the iu!~r~st of tl'; farmer. It suffer;; from the usnal defects o.f a capitalist 
organplt.Ion. '\\ e do not, therefore, recommend it. 

ln the' existin~ eontlitious ·~f the com;try St~te farming shottld "llOt 

be ml<cn np except where land 1s nlrrndy held by the State anu for the 
purposes of cspei·iment and demonstration. 

. ~~ re!,!ards cpU~ptive, far~in;r, a fear has been expressed. that it may 
be- uusunderstood 11s · exproprtatlon and raise socio-~conomic proi)Jcuts. 
Its idea is un.l:amiliar and its acceptance depends ·on the manner in 
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which and the agency through which it is introduced. The d€C!J !ittach­
ment of the Indian farmer to the ownership of land will seriornJy stand 
in the way of its introduction, and there will be justification fot· hi.s 
O]J]Jusition to it a" it docs not seem proper that while o'Yners of factors 
of production in other fields of industry should remain undi>tltrhed in 
their ownership, he alone should be asked to pa1i. ~th his !title .deeds. 
'Ve are of the opinion that the introduction of the system ~r co1lccthe 
farming is not suitable in the existing circumstances of India. · 

26. The problem then is of the introduction of a method of fat1ning 
which, without affecting any of the fundamental social institutions or 
eustoms and interfering with the framework of private property, will 
gh·e increased production. We are of the opinion that the method which 
lias a fair prospect of &uccess in this country is the one which combines 
the preservation of proprietary rights of the cultivators with co-opera­
ti,·e farming. The 14th Registrars' Conference recommended ilta& " the 
system of co-operative joint farming should be introduced whcr<lver 
circ•tmstances are favourruble, but at least one experiment in co-operative 
farming should be carried out in each province and state ". The Bombay 
{ndustrialists' Plan also suggests that for promoting an efficient agri­
cultural system co-operative farming appears to present Jess difficulties 
than any other method that may be suggested, and observeM that eo­
operative farming increases the size of the holding for purposes of 
cultivation without depriving cultivators of their right to ownership of 
tlteir holdings. 

Different fo'l'mS of co-oP!erative farming soeieties.-

27. .A co-<lperative farming society may take one of the following 
lour forms :-

. (i) Co-operative Better Fllrming Society.-'l'he Society is designed 
to i'ltroduce improved methods of farming. The members agt·e\l ~ 
f<ilkw a plan of cultivation laid down by it. In furtherance or its object 
i~ may undertake joint purchase of seed or manure, or pooling, cleaning, 
gl·a:diug, and selling the prcduce, or joint ploughing or joint barvcst-­
.iijg.; or .. joint arrangements for watch and ward, or joint use of: 
machinery: . Each member is, however, independent except for the sped--. 
fil!_' purposes for which he joins the society. He pays for tha services 
which he receives, and at the end of the year be may receive a patronage 
diV:Jdend. • r: . 
: : (ii) Co-operative Joint Farming Society.-(a) This type of society 

suggests pooling of land on the part of small owners whose ~eparate 
holdings are not large enough to permit of economic farming. ~[erohers 
work on the pooled land in accordance with the direction of an elected 
eomrnittee and the manager appointed by it. They work jointly and 
etlch member receives wages for his daily laho'ur. The ownership ol 
each member in his holding continues and is recognized by the payn,ent 
ol a oividend in proportion to the value of his land. The produce which 
is raised eollecth·ely is also disposed of collectively, and tho proceeds 
a!t~r meeting all the expenses of cultivation including payment for the 
'llSe of land, wages and cost of management and :providing for a reserve 



fUnd are sn'ared by membeis in proportion tO tne wagci earned I)y each: 
The ordinary functions of this form. of society are. the plannmg ?f. a 
j\rop· programme, the joint purchase of farm reqm~ements aml JOtnt 
~ale of farm produce, raising of funds on the secur1~y of land, cr?ps 
am! other moveable and immoveable assets of the, soe1ety for land Irn­
J.lrovement, purchase of :niachinery an~ p~;Vment of operational expcusNi; 
land improvement and all other acttvlties calculated to promote the 
development ot agriculture. _A. subsidiary agreem~nt is generallt made 
bctl\·~en the society and each member that if any 1mprovemen\. Is made 
on ltV> plot of land he will repay its cost when he ceases to belong to 
the society. 

. (b) We have been impressed with the scheme for ,Joint Village· 
:Management .described by Mr. Tarlok Singh, hi his "Poverty anO. Soci~t.l 
Chnngc ". We a1'e of the opinion that the main features of thll system 
described by him come within the scope of the Co-operative Joint J;'arm~ 
iit:r Society. " The words ' joint management ' connote a system ill. 
\Vhieh the claims of ownership arc respected, but owners pool their land 
for the purpose of management." This applies to the Co-operative 
Joint. Farming Society also. 

'rhe scheme sets out to answer three questions which are bask to 
Illy system of eo-operative farming based upon a :pooling of individual 
1\olcling>i. These questions arc :-

. --~ (i) What should be the unit of management f 

(ii) How should the rights of ownership be rewarded t 

(iii) How should work be organized and evaluated f 

Mr. Tarlok Singh suggests that there ~rre important advantages in taking 
tho village, . w)lercver possible. as Ple unit of management, Despite 
qua'l'reJM and factions, the village is the basi~ soeial unit of the COUiltry 
and is bo11nd by definite loyalties and traditions. , In t.akimi the viilag~ 
11.11 the u)Jir nf !uanagem:ent, '.we. ~;ln re.d:gce to ~~ller prop11rtions seyer~ 
p~!rsonal, religious and triblil difficulties whicli tend to erop up ff the" 
atea of a village is divided into, say, five, seven, ()r ten farms of lO!f 
1:9 200 acre~, and are mevitable ill any attempt to rationalize agriculture .•:. 
Even with .a radical change. in agricultural technique, th~ villauP., will 
ordinlll'ily he found to he a farm of sufficient size. The villa<>o will alsu 
be '. a convenient unit for organizing the shift into non-~·icitlturai 
ol'.<\upatiohll, within as well a-s outs1de the vHlag'e,, of all those wl'lo . will 
~e ~ispi!;Wed 'Yhen ~cultur~ is. l'eorgrutiz?d.' Fmlilly, if the vilL'tgol! 
~~ or":amzed ~ the ';lntt of. farm mana~rement, it can play- an importl\llt• 
part 1n relat10n ~o mdustrtal development. · 

• . In considering !he '!<'l~ttio_n of the second ~ud thirf]. problem.~ men~ 
tlone<l above, attention Is mv1ted to the followmg considerations :-

(1} Inc!1me front lnnd divided into two nart~;--income UIIC to own~r­
slti]> a~td income. due to wo;k. The .sy.~t?n~- of. rents prevailil'3' in a~~ 
&'~!\ f(l_~CS prnchcal ctpr~SSlOll to thtS Ol•tmctJor,, although at pre.seul;; 
for vat'lous reasons, laud rents' are excessive. 
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. (2) So long as mechanized techniques are not introduced or unt 
tlic ,:mage organization becomes so highly integrated as to be able t 
enforce a ¥.·age system, iii ,\·hich remuneration dependS upon the quautit 
aud. quality of work done and there are adequate sanctions agairu 
in'ell'iciency, we must discover a principle for allotti:rig work which carrie 
iiS ciWii internal incentives: 

For insecure and hilly areas Mr. :I'arl~ Singh suggests an organiza 
fion on the lines of the Uo-operative Better Farming 8ociety,_ describec 
ea:riliclr in · this Report; with the village as the unit. For seclir'} area 
in! the. ·plains he suggests that, lipart from such land a&' may be s~t a par 
fo11 joint operation, for instance, as a fruit garden or a vegeti!ble farm 
ill! the tirst'-stage of deYelopment the cultivated area of the villa;e shoillc 
lie divided into ' work wiits '. Each work unit would be p pc.t·atecl bj 
an adult worker assisted by his family. Individuals td whom tllese wor~ 
umts. are allotted would be in the position of tenants for a- specified 
periud of the village farm as a whole and would be liable to pay rent~ 
at the rate common in any given area. If, for instance, the customary 
diviSion of produce . between the tenant and the owuer w in equnl pro­
portions, oue-half of the produee of each work unit would belotig to the 
operator. 'l'he other half of the produce from each work unit would 
go into a common pool. The village community will meet its common 
obligations and will incur necessary common investment from the pool, 
a:~d will be able to distribute the balance as ' pwnership dividend ' _to 
each of the owners in proJ;lortion to the value of the land. etc., contributed 
6y __ h~m ill advan~e. to the vi!Iage farm. Th~ fa"ct that customary rents 
~re pitched at a high level will lead to a larger common pool and therefore 
.toi _;:;reater potential_ izi.vestnient than m*ht .. otherw~e ~e possible. 
A,s t<>..chnical change takes place and the VIllage orgaruzatwn becom~ 
stronger,, arid more highly irite~·ated,. in place of worlc units operated 
1\;v fa!j-tilies, work 'vill.Iie allotted to indiViduals. Secondly, th~ owner· 
~~ dividend, whicli _ls. based on }nrrent rentals, .Iiuiy co~e to take _th.~ 
~rmli_,oJ. ~e.d. Of .VU1'1ahl~ sh!are .n.:g~~ti~ .. Mrli .:,. ~adohk Smhgh de~cr1tbhe~ 
!'!e

1 
.. ~. a,~e ... 1!1 ,tne nature o own1:11Slllp unp mt m t e sc eme m e 

rol owing wo:rdS ,_;. 

''ownersh;J,, however; wili noi now imply ' perniiinent physical i>c>S:­
...... ~~01! wer .l'r. ,;~~8cia6ol! .'Vit~. a ~pecific pi";<;" ~' lall~ ... !'or ~ill. it !niply th~ 
reb~. f<l ~~t lli~. pt~~~ of),and..f'! a tenant at ~u: In 'l"'hiin for . rent• .~en, 
ai¥ tlie lana cif R nll.ige passes. mtcl joint management; ~ar!l owner wtll ha-ve thij 
right to receive an income from tfie fai-ni .iS a wliole, according to the vaiM c\l 
tfte eontrihution he bas mail•. SPeondlv, be will have the right f9 work on the-; 
farm •. Thus,. while ownership- retains, it comes to acquire a new signifieanca 
loii:t liiiil•g'&d:.t' alEo rlita1rs tlie princiJ'le cf c(j'ual iriheritailcie. Son;,· will. 
not riow shnre ,J?niticnlar bits of iand. They will share equally the ownership 
dividend to their 1\o!ding and each of them will have the right to work in the' 
jointly managed· -village. The land will remain under joint management and 
(ts oreratiori will not be affected by changes and accidents of legal sub-division. 
In this way, a fundamental social principle. which has hePn perhaps the grente;t 
single. cause of inefficiency in peasant agriculture iii thickly populated countries 
like India IUld China can become- a progressive and equalising factor in social 
ci~viiloi>mBiit:!' - · 
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(iii) Co-operative Tenant Farming ~ociety.-;-This. typ~ .of soc~et.J 
owns land in freehold or leasehold, but 1ts holdmg IS diVIded 1?-t< 
snwllcr holdings each of which is leased to an individua~ tenan~ cultw;t 
t.or who is a member of the society. The whole area IS cultl~•ated. n 
accordance with a plan laid down by ~he s?eiety, but th.e ~a~ner m whicl 
the plan is executed is left to the d1sc:etwn of each mdiV1dual!, tep.ant: 
'l'hc bocicty undertakes to supply eredtt, seed, manure,. and costly agr1 
eu:tural implement and even to arrange for the marketmg of UHl tenau 
members' produce, but it is open to each tenant member whether or no· 
to avail himself of these facilities. Each tenant pays a fixed rent fo1 
his holding, but the produce of the lwlding is his own .anu entire]J 
at his disposal. This type of society replaces the supenor • landlord 
a!Jd the profits, after meeting ·all expenses and pr~viding for. a reservE 
fuu<l, are distributed among the tenant members m proportion to th' 
rent paid by each. · · · 
· (iv) Co-operative Collective Farming Society.-This type of society 
al~o boldH land in freehold or lease-bold and all other means of proclue· 

'tion. It undertakes joiut cultivation for which all its meml·er.~ pool 
tl1~ir labour 1·esources and each receives in return prescribed wages. 
T,arge-seale cultivation facilitates mechanization of agricultural produc­
tion. and this is the society's most important gain. The p~ofits are 
worked out at the end of the year after deducting wages, cost of manage­
ment nnd allotment to reserves, and divided in proportion to the wages 
earned by each member. · 

28. We may here refer to the main points of difference between 
a colleetiYe farm of Russia and the Co-operative Colleeth-c Panning 
Society discussed above. The latter is a fully democratic inRt.itution 
mall<l~ed by the m.embers themselves without any State control or 
dictation. 'fhe land of the society is taken in freehold or lease-hold. 
Jt is open to a member of a Co-operative Collective Farming So,•iety 
to resign from 1he society and after due notice receive a ~:efund of any 
.cnpit.~l l1e mny have subscribed. A collective farm on the oth~r hand, 
thou!!'h apparently managed democralically is ]~ely cont.rollcU. b,yt 
th.e State which makes it serve the production and price poli<·ics deter~ 
mmed by the State. The State defines the production prog!'Umme· of 
a ~ollective farm and lays down a rigid price policy for the greater· 
part of the marl<etahle produ~.e of the fnrm. The land of a collective 
fdrm though ?riginnlly belonging to the members becomes the . property 
of the collective farm for its permanent use and the member loset' 
irrevo·~ably the right of individual ownership. · 
Recommendations.- · , . • 
', · 29. The advantages of Co-bper~tion in farming have not been ile­
JI!OI~strated · in Indi~. " P_robably the best way to overcome peasant 
disl1~e o~ such an mnovabon would be to get the scheme snecessfully 
workmg m one or two villages and then give the widest publicity in 
the form of l~aflets a~d wall-notices, to the economie benefits obtai~e<t 
at the sa'!1e time urgmgo the peasants of neighbouring villages to visi~ 
!ho ~xpcr1mcnt and satisfy themselves on the. spot."" ·we, tl1erefore, 

"l•'ood nud I•'nl'mihg in Post-Wnr Europe by P. Lmnertine Yates ana' Dr 
Wrol'rinf'l'-I'ngo :i4, 
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recommend that experiments in co-operative farming should be orga­
nized in every province. 

30. The organization of a Co-operati\'e Collective Farming or a 
Co'-operative Tenant Farming Society depends upon the society's hold­
ing land. \'i'" e suggest that whenever the State acquires laud hy re­
clamation or otherwise, it should set it apart for the settlement of ex­
servicemen, and, when these men are settled, they should be or~anized 
into . Co-operative Collective or Tenant Farming Societies', Facilities 
to settle themselves on land should also be given to landless labourem. 
The capital outlay of these societies on agricultural machinery or opera­
tional needs should be provided by the State. . In Madras, ti1e State 
assists Co-operative Tenant Farming Societies with grants and loarut 
for capital expenditure and guarantees repayment of louns supplied by 
central co-operative banks for operational needs. 

:n. We further recommend that Co-operative Better Fal'Jlliug 
SIJcieties should be more extensively organized. In our opinion there 
slwuld be at !east two Co-operative Better }'arming Societies in each 
district. State aid consisting of the provision of (a) expert stafl', (b) 
long-term loans to the society for its buildings, permanent improvem~nts. 
to the land and expensive agricnltllral machinery, and ('c) intcrmediate­
ter.I:J. loans for purchase of cattle and equipment and inexpensive agri­
cultural machinery for the use of members should be given. 

32. We recognize that the organization of Co-operative Joint Farm­
ing Societies may not be feasible in all places in India, and we, therefore, 
recommend that a modest beginning should be made by organizing two 
Sllcl.t societies in each suitable district. These so'eieties should be urga­
nized wherever possible on the lines suggested by us in the previ'lus 
paral!raphs. and experiments may also be made on the lines suggested 
by liir. Tarlok Singh, su.b.iect to such modification as may be considered 
nee,,ssary in the circumstances of each locality. As the forrua~ion of 
such societies is imperative in the economic interests of the country, tho 
Sta~e should promote their. formation by means of grants. sub~idie~ and 
teca.uical assistance and should make the greatest immediate cuntribn­
tion l>Y supplying the services of farm advisers or manager or ot!tcr -tail'. 
'I'he '1\orkmg of these societies should be watched by the Co-operative 
DePartment and a report on them should be submitted by it after three 
years of their establishment to the Provincial Co-operative Cow•eil 
Whi<:h would then decide whether more Slleh societies should be started 
atld lillggest suitable areas for the new societies. 

Each Co-operative Joint Farming Society should employ n farm 
m:mltJ!:er, who is a trained atnieultural graduate. It will also ~lAnd 
in need of the s~r.vices of one OYerseer, one accountant and two clerks. 

l!a. 'J.'he benefits of CO-Op('l'ative joint farming will flt>W from the 
peatPr economic use of land and fro'm the employment. of more efficient 

· technique, but it will tal•e ~~me time before they are realized. Jn the 
first few years. therefore. the expenditure on the entire estahliBhment 
of a Co-operative Joint Far.minz Society should be met by the State. 
We suggest that the RR.gistrar of Co-operative Societies should prepaH 
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an estimate of j]Jco~pe and ~xfe~di~r,e ~he!! he deci~es to start,a .,qo-, 
operative Joint Farming So\nccy and: sliould· cal~late wll.at fullin~Ial 
assistance should be forthr.oming from the State m ~rder that there 
may be sufficient surplus left for distribution of a fair :etum .to the 
members of the society. We reeommend th~t the financial ass1stauce 
as calculated by the Registrar should be given by the State. TJ:te 
ltegistrar should review his estimates eve:Y year :-'-nd make eve'-"Y etl'ort 
to i!IBpense with, the State aid at the earliest possible date. 

21. The centra! co-operative bank of the district to :which the C~: 
o.Mrative Joint Farming , Society is affiliated s~ould 1pve short-term. 
aild intermediate-teriU loans. Its. long-term finanCial requirements sbo~ld 
be provided by land mortgage banks. on the se~ur.ity of land manag~d 
by' the so'ciety. A subsidiary agree~ent should be taken from -~a~h 
Dlcmhcr au~horizing the S_?~iety to _pledge his land for t~e}oans . ~IllS~ 
by the society for land Inlproveihent; As; however, owmg to the ex­
poriwental nature of co-operative farming1 me~bers n;tay be unwilling 
tO morlg~e their land through the co-operatrve society, aud as the 
lnnd mortgag"~ banks thewselves may be nnwilling to make these ro~nS 
for want of proper security, we recommend that tlie State should, where 
necessary, provide the long-term finance or guarantee the loans granted 
by co-operative banks. 

35. AiJ· many demobilized soldiers may find it ad,vantageous to 
join one or other of the co·-operative farming societies described above 
it would be advantageous to have them trained for this purpose in im­
proved methods of ll!l;ficulture in classes especially conducted . for the 
pui:pose by the AgricUltural Department. 

. 36. An impot'tailt question that has to be considered in dealing With 
cocoperative farming is the d~sirability or otherwise of mechanization. 
In most nariS of Eurolle it has been unorofitable to mechanbe to any 
coii~lderable degree owlntr to the low ·rates of agriculturar wageS. IIi 
Itld\a' thesP.· wa!!"es are Tower still. We are of' opinion tnat the pace of 
i!lllchaniZtition of the farms' win dep~ll'd on the speed at whreli fmrPliD 
Jlib~tlr c_an b"c transferred: from agricultu'te to other occupatibhs'. Before 
~~.~o~O_\)'~r~tiv'e f~h\~ _so~iety dee\des., tii intro~uce mechanization; it 
snould apply til tlie Prov:rnmal C"o~operative Collli.cil tl\.rough the Regisfrir 
of , Co_:eJ?era~~~ '· Sbcie~ies for. its adVi<!e and if the Council is satisfied 
tlbt mecllmhzaticm Will improve agricultural production on tho farm 
P.~ .• ~~·~ .~~ei~t~• it' .~houTd , re~O:tWn.end t<J G~vemnient to . _g~_.-~ nec~a~ 
lielp, fuian.Cially and otherWise; for tne· sttpply of macliinery :reqi.lirOil 
by the soetety. 

rnut i.nd Vegetable GroWing."-' 

. 3i: ThP. total ave.ra!!e annual production of fruits lind ve~etaht~i 
In Indra has been estimated at 6 and 9 million tons respectivclv. 11i:­
tlmlr(!'h th: pr?duction of fruit.~ works out at 2 ounces per da.v f~r each 
adult. wbrch rs t.he bare minimum considered necessary for health. a 
~lT large population of India has no fruits to eat. The first step th~t 
shouhl bo taken is to revi~w the production and t•equiremeil.t cf eii.Cii 
lqfton and w determine what increase Wici. Of. what kind: are ~cCsiarr: 



l:fuCft a: revie:W sh6illd De umi'ertaken by the Agiicultural Departrucnt'a 
wh;cli should suggest areas suitable for growing fruits and vegetables. 
b'ruit growing is largely hampered in this country by lack of irrigation. 
~J'he tmrvey suggested above should pay special attention to this factor 
and make proposals how the means of irrigation can be developed. 
Aft~r the areas have been selected, Co-operation can undertake the 
organizatiA>n of .fruit-growers. The Central Food Advisory Council, 
whi<:h met . at Delhi recently, recommended that co-operative societie& 
should be started in order to stimulate the production of fruits and vege­
tables and to improve the marketing machinery. The Council also 
recommended that co-operative societies should be organized for processhig. 
md\.l~tries such as vegetable and fruit canning and preserv_ati.:.n. 

38. The existing position in India is that there are more than 100 
fi·u'i~ and vegetable growers' co-operative societies : the Punjab hrr.i 
81' s-ocieties; Madras 18 and Bombay, Bengal, North-West Frontier Pro­
vince, United Provinces, Central. Provinces & Berar and Coorg have 
a: few each. 'fhe societies in the Punjab deal mainly in mangoes, apples, 
datc>s and cherries. The 18 societies in Madras have 1,4l 0 members 
who cultivate fruits on 29,177 acres of land. The value of the fruits 
marketed by the societies in 19j!3-44 amounted to Rs. 5. 55 lakh•. The 
Kodur Fruit Growers' Co-operative Society in the Madras Provin~e 
d<•als mootly in oranges, limes, mango·es and melons ; it sold .fruits worth· 
Rs. 4.83 lalrhs in 1943:44, It reeieved from Government a free grhnt 
llP. to_ 5~. per . cent. of _the cost of c~nstruction of a fruit grading ~tation 
and a warehouse, subJect to a maximum of Rs. 3,000 and a sl:bstdy t() 
meet half the cost' of establishment and rent of 6 fruit depot;;, subject 
t"ii a maximiuD. of Rs. 20 per mertseni. per depot. In 1943-44 it suppiied 
trniis. to the l.Iilitary Department which mad·e an interest-free advance of 
n,S, . 50;000 for' foans to its members. Government sanctioned a special 
~tall: Of on'e' co-operative sti;li-regi!;trar and. 1;hree inspectors to' supervise 
the' sch~me of supplying fruits. to tlie Military De,Partment. fn Coorg 
trier~: iS a. ,pro'vi1Whil organization for marketing oi-anges with saleS' 
depotS' at ~sore and ganga:Iore. 

. 3'9. The . miti~ o~jects of these ~odieHes are t'O (i} teac~· rlieri:ibers' 
improved metliods ol: cultivation or frUits• and sUpply implements, wdf 
manure and grafts, (ii) give loans to inemliers for growing more· fruits 
aill!l (w")l underliike sucli othet' a'Ctivi'tieS1 as are incfdl!ntal or conducive 
t6 tlt6 de'Velopihent of fruit groW:in~t. Their activities have; however; 
~~~ i.o fat i!iostly confined to the sph(mi of marketing. 

46. In foreign countriPs, piu'ti~ttlarly in the U.S. A., the main func. 
tion of fruit and·.:Vegetable· groll'ers~ co-operative associations is ro1nrket- · 
irig. But· many fruit and vegetable growers' eo-operative associations 
iri the U.S~ .A. realize that an as.soeiation exclusively for marlwting 
does riot meet all the needs of the members and more than bali of them 
now handle fertilizers, insecticides and other production surplies. 
Procluction credit corporations owned by one or more assoeiati.m.i are 
bt:eomiull' more. common, so that the services of finandng, pro<'urcmen~ 
ttf.supplict ahd marketing of tlie crop may be obtained by the producer . 
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through one co-operative organization. Fruit and vegetable . eo,opera­
tives in two statea namely l\laine and Washington, are developing plans 
to furnish tlwir memLers 'with complete service of this type. 

41. During the war, fruit and vegetable farms have 'been o~auized 
with the IL•sistance of military authorities for meeting the requtrements 
of the Army. Now that the war l1as ended and demobilization will 
bcvm shortly, these farms should be handed over to and ~aged b) 
civilians including ex-servicemen, on cO-operative ~ines. It is nee~ 
to ensure that the benefits of the increased production and the cxpcnenee 
{faincd during the war should not be lost. 

4.2. We would like to refer here to the scheme of municipal " Green 
Bells " prepared by the General Headquartet•s. The object of the 
~ehemc is to reserve a stretch of open country (Green Belt J prdling a 
t.own for growing fruits and vegetables, providing gr~g gr~~ds 
!or the daizy and meat cattle and sheep and developing such o1lbstdiar,r 
activities as poultry-farming and bee-keeping .in order to ensure a 
plcutiful Rupply of protective food to the people within their easy reach. 
(!<'rta!ll areas in the belt are also to be set aside for recreational pu:r­
po~rs. 

According to the scheme, all municipalities which are planniug their 
future development should provide for the creation of Green Belts. 
'l'!Je area to be developed as a Green Belt will be demarcat.Jd by the 
JUu:Jicipality and declared as such by the provincial government. 
. The municipal authorities will decide whether the dairy farms and 
garclen farms should be worked by individual peasants, by the mnnici• 
pality, itself, or by eo-operative societies, but the scheme suggests that the 
eo·opcrativc method is calculated to serve the b~st economic interests 
of tile community and that the municipalities should encourage the 
J:arn•crs to organi~e themselves into co-operative societies. Tho munici­
pllli Ly should render, whenever necessary, every assistance to the farmers 
in making the chnnge to the production of protective foods. The (Jrec~ 
Belts will then be divided into convenient areas, for allobnent to market 
garden co-operative societiPs and co-operative dairy societic~; · The 
members of each society will be settled in a small colony within or on 
ithe etlge of the Green Belt. Each eo-operative society will have a num­
bet• of sales depots in the urban area. .': · · 

•· · Yl_e r~commend that where land witbi~ a Green Belt is on iale, ~1 
lllnntcJpalJty concerned should purchase tt and make it available Oil· 
euy terms to eo-operatil'e societies. the membership of which should 
consist of ex-servicemen and others• in the Belt. · · · · 

43. As fruits and vegetables are perishable by nature it is Ite~ 
tt> provide for quick transport to the markets and for :nonlg!! and re­
frigeration. We propose that production of fruits and vegetables should 
be increased on a larae seale. In order to avoid seasonal gluts and 
scarcity it is neceS.'!ary tl1at preservation and canning indnstt-y should 
he established. In the exist.in~. circ!tmstanc~ no such industry o Reelll!l. 
to !JaYe a chance of establfislung Itself Without oprotec:tive measures 
ap-ai11st foreign competition. We are of the opinion that this industry 
lhould receive protection; Where sufficient cold storage facilities ue· 



37 

not available on any railway or any other forms of transport ser\ice, 
the fact should be reported by the Hcgistrar to the Provincial Co-opPra­
tive Council who should see to it that such facilities are made a \'ail­
able. 

Recomm.enda.tiJons. 

44. Our recommendations are that :-

. (i) In every area found suitable for fruit-growing, cultivation 
of fruits should be undertaken through co-operative socie­
ties. 

(ii) The functions of the societies should be to :-

(a) encourage self-help, thrift and co-operation among mem­
bers, 

(b) act as the agent for the joint purchase of the requirements 
of members, 

( o) teach members improved methods of cultivation of frnits, 
and supply implements, seed, manure, grafts, iusMticides 
and sprayers, 

(d) arrange the sale of fruits of members, 

(e) give loans to members for cultivation and 

(f) 1mdertake such other activities as are incidental or con­
ducive to the growing and marketing of fruits. 

(iii) 

(h) 

(v) 

(vi) 

the societies generally require finance for three purposes, 
t1iz.. I( a) to finance cultivation of fruits, (b) to make 
partial payment prior to sale of fruits and (c) to huy, 
build or lease inexpensive plants. The necessary finance 
should be obtainable ordinarily from the central co-opera­
tive banks. The period of loans advanced by central bauks 
for the purpose may extend up to seven: years. 

Wlien a sufficient number of fruit and vegetable growers' 
co-operative societies have been organized in a particular 
area, they should be federated into Murketing Associations 
for co-ordinating the activities of the primariell specially 
ns regards supply of improved seed and manure, provi~ion 
of cold storage and transport facilities and opcnlng sales 
depots. Finance for seed, manure, and running sale depots 
should be obtainable from co-operative central bank.~. 

Provision of cold storage and refrig-eration will he expen­
sive and a co-operative society will not be able to provide 
them without finaneial a,qsistance from the State. 'V e, 
therefore, recommend that the State should give this as>i~­
tance. 

The vegetable farms now run by the military authoritie~ 
should be handed over to civilians including ex-;;erviccmcn­
to .he run on co-operative lines. 
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Where municipalities adopt the Grcfn 13elt .Sclteuce, t!u' 
Green Belt farms and industry shmtld be orgauizell \Ill 
co-operative lines. The mem_bers of co-operative s~1cietil,lS 
so organized will be the existing owners of the plots of 
land in the area and ex-servicemen also may be &ettletl on 
land acquired by the municipalities. · 

The Co-operative Department in Cll.\lh pro_vjnce r,hould ap­
point a Frni,t Growing Offi~er: with the nec~ry staif. 
who will Work under 'the Regtstrar aild promote, super­
Vise and guide the ·work of fruit' and· veg'e,table growe111' 
co-operative societies. · · 

Co-operative Forest Societ~es.-
. '!ii. Forests give protection against eroswn and l;l.ood. 'l'hey aleo 
snpply fuel and small timber to the villagers and raw ,material for 
irulustries. It is e~timated that the minimum area of forestS, properly 
distributed for !Jrotective purposes and supplying the requirements o! 
the general and the village consumer, is between 20 and 25 per cent. 
nf t.he total area of the country. In Assam, Central Provinces & Berar 
and Madras the forest area comprises more than 20 per cent. of the 
total area, but in the United Provinces, Bihar, Orissa, the Punjab, 
North-West Frontier Province and Sind the 1orest area is inadequate 
and unequally distributed. Preservation and extension of forest areas 
are, therefore, of great importance to this country. 

46. A forest is a slowly maturing asset with little return on the 
invrNtment in the early years which may in so·me cases be longer than 
a man's average life. The development of forests <laiinot, therefore, 
he left entirely to private enterprise which, naturally, expects full return 
wit.Lin a shorter period and may exploit the resources to the serious 
ileterimeut or forest management. 'fhe Co-operative movement is also 
ill-<><Jnipped to undertake this work as it has neither the necessary funds 
not· lhc necessary technical knowledge. :Forest preservation, protec~ion 
an<l management must, therefore, be the special responsibility of the 
E;talJJ. 

47. There is, however, a small sphere in which c()-operative societies 
nre renderin~ useful service. In the PunJab, for example, on 31-7-44, 
3() ~o-apc•rative village forest societies were working in the Kangra 
Distl'ict a ~eheme prepared by tl>e Forest Department for the preserva­
tion and scientific expl01tation of village forests. These societies have 
l>u~n ciJtrusteJ with the work of protection, management and imvrove­
m~ut of all the forest areas in their jurisdiction, including those belong­
inr. 10 Gowrnmcnt. Special stall' ha~ been a.rvointed by the Co-opera­
tive Department to organize atld s1wervise such societies. ,\ ~ociety 
is or~:~nizcd when 75 per cent. of the right-holders in the village ·oaying 
~wo-lhmls of the total land revenue agree to j0in it. Application~ 
nn<l~r Section !lS of the Forest Act for closure "f priva~e and ' sharnlat ' 
land~ are. taken and a plan of w'ork is prepared for each society by a 
spccmi offi_cer of the Fore.qt Department in consultation with th~ v:il'lagers. 
·The plan JS then put to the general meeting 3'or its approv.a.l. For watch 
and ward and supervision of :the area ,administered ,b:y .it, the soeinr 
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maintains a staff or forest gnards, etc. Only trees marked by the 
fJistl."ict ~'orest Officer can be cut with his permission and for agricul­
tural :Und household needs and ceremonies onl,y, The fore.~Li and 
closures of the society are periodically inspected by Forest OIFeers who 
advise and guide the staff of the societies and the Co-operative Depart­
ment in all technical matters. Government assist the societies by giving 
them as grants all the revenue collected from the Government forests 
m the ~cas administered by. theni. The J?Osition of the societies on 
81+44 1s given below :-

A e& unqer manl\gem<nt (in aor .. ). 
No. of No. of . .. - . ~ '• ' ..... '·-· 

socil1tiet~. members. Pro tooted Undemar. Total Of which und•r 
or ~ }SQrv, ~. e&ted. el~re. 

sO 3,750 7,963 19.451) 27,41U 19,375 

48. Co-operative societies for reclama,tion and improvement uf ' clws ' 
· and. waste land have heen organized on a large scale in some parts of 

the Punjab where a good deal of land has become uncultkahle a.'! a 
r~>sult of erosion. The main object of these societies is to jointly cont'l"ol, 
reclaim and manage waste lands ancl 'cho' ridden az·eas in that locality. 
WhNl right-holders constituting at least 35 per cent. of the total num­
ber or owning at least two-thirds of the land in the area concerned agree 
to closure, the pro,•incinl government is approached and may then enforce 
cerhin Sections of the Indian Forest Act for closure of the laud to 
gra.zing, etc. An up to date rceord of rights of the area cotu~ernl'<l is 
then pl"epat·ed by the ReYenue Department while the Forest Dcplll1mcnt 
workg out a detail!'d plan for reclamation and management of tl1e ar~a. 
l\fembers have to individually :&,<PTee to work the plan, the penalty for 
failure to do so being a fine that may be imposed by the managing com­
mittel'. 'I he recoYery of the land so closed is not generally left to 
nature. but is assisted by the construction of dams. diggin~r of contour 
trenches and plantation of suitable shrubs and trees. The work is 
moslly done by members under the direct supervision of the managing 
committee and nuder the guidance of the Co-operative and Forest De­
partments' staff. To ensure effective closures. forest guards nre ap­
pointed to watch and nroteet the land against damage and prov•~iou has 
been made for levy of cOmpensation to the society in such case~. The 
land continues to be closed till t.he working plan is complete <>1." till the 
lnnd is declared bv the Forest Denartment as fit for cultivation or other 
nse. w or kin~ plans generally extend over a period of 5 to i 0 years. 
If a society fails to effectiYely prott>ct the land. compulsory protection if 
aud when considered essential hy the Forest Department can be resort­
ed to under certain Sections of the Land Preservation Act. Income 
from the closed lands goes to the society and after neeessary delluctions 
for re.~erve fund. etc.. is distributed to the mem'bers according to the 
rights held by them in the land. Government make grant.q to the 
•ocictres through the Forest Department on the recommendation of the 
Co-6rerative Department. On· 31-7-44 there were about 400 of sua 
AOcietics throughout the province with a total membership of over 
12,000. 
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49. In almost every village in India, there are tracts of laud which 
are either unculturablc or covered by scrub jungle. Co-operative 
so•:idies of the owners of sueh land should be formed with tho objects 
of planting trees on culturable waste land and improving the scrub 
jungle so as to provide supplies of timber for building purposes or for 
agricultural tools and implement. or of wood for fuel. We have referred 
at another place in this Report to the enormous waste of farmyard 
manure by its usc as fuel ; this waste will be stopped if these societies 
are successfully organized and worked. .We recommend that the Re­
gistrar of Co-operative Societies should. in consultation with th~ ForP.st 
Department, organize Co-operative Forest Development Societies in suit­
able villages in which surplus land for afforestation is available. 

liO. Co-operative societies should also be formed in the villages which 
mffer from excessive erosion and have been badly cut up by ravin~s. 
Experience shows that afforestation of ravine lands and the growth of 
ltl"BSS go a long way in checking denudation, but the success of any 
anti-erosion measure depend~ largely upon rotational extraction of tim­
ber nnd grazing. We recommend that a scheme in each such village 
for the protection of ravine lands should be prepared by the Forest 
Dep!lrtment, and it~ execution entrusted to a eo-operative society of the 
owners of the land, under the supervision of fre Forest Department. 



CHAPTER IV. 

Al""illVIAL HUSBANDRY AND FISH,ERIES. 

Introduct.ory.-

A.nimal husbandry has been defined as the art of produclug, main­
taining and disposlug of all species of domestic animals and birds, and 
their products, to the best advantage of man. 'l'he subject may be di­
vided into many sections such as cattle husbandry, sheep husbandry, 
dairy husbandi·y, poultry husbandry, and such industries as Lhose of 
wool, silk, eggs and hides and skins. India has a large livestock popula­
tion consisting principally of over 200 million cattle, 100.5 million sheep" 
and 190.7 million ponltryt, the number of cattle being the largest of 
any country and nearly one-third of the world figure. Cattle ure reared 
in India not only for milk and meat but also for the plough and the 
.cart ; sheep breeding is important for its wool and meat ; and poultry 
farming provides eggs and birds. Besides, the livestock industry offers 
other by-products such as hides and skins, bones and manure. 

Cattle Breeding-present position.-

2. The Royal Com1nission on A,"Ticulture (1926) stated that India 
was maintaining an excessive number of cattle. " Having regard to the 
very poor quality of the grazing available, and to the fact that it fails 
to afl'ord adequate maintenance for cattle at the season of the year when 
fodder grown on cultivated land is scarcest, we are of opinion that this 
number of cattle is a heavy stock for land to carry. If the cattle are 
to yield a profit which would be accepted as satisfactory in countries 
where stock-keeping is strictly economic, the bullocks would require to 
be fully employed, the cows to be of a heavy milking strain and the 
manure to be carefully conserved and returned to the land.'·:; The 
Commission further 'obser'[ed that cattle were not only excessive in 
number but also generally extremely poor in quality ; a few good in­
digenous breeds existed in the country, but they too were affected by the 
process of deterioration tha.t was at work. Since the Commi&sion re­
ported conditions have not materially improved, and now a determined 
effort 'seems necessary to place the industry on a high level of effici­
ency. 

Co-operative societies for ca.ttle breeding.-
3. Cattle improvement has been the principal ob.iect of the Ot'ganiza­

tion of co-operative cattle breeding societies in India. At present there 
are aoout 824 such societies in British India, of which 739 ar<J in the 
Punjab. The objects of a typical society are : to improve the breed, 

• R~port on the :Marketing of Milk in India 8Jld Burma-page 2. 
f Report on the 1\larketing of Eggs in India and Burma-pnee 5. 
:t Report of the Royal Commission on Agriculture in India-paragraph 164. 
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purchase and sell improved stock and educate members especially i:n 
the trecding of cattle. It is binding on members not to allow the1r 
B.nimals to be served by any bull other than the on_e selected. by the 
110eiety or the Veterinary Department: The ~ co~umttee o'f 
the society supervises the proper breeding, feeding a:nd grazmg of the 
animals examines the cattle a:nnually, recommends the rejection of de­
fective 'ones aud arra:nges for veterinary aid in. case of need. . The 
society maintainl! a record of all stock a:nd of progeny of each pedigree 
bull and milk records of a:nimals bred for milk production. Me1ubers 
pay' a fee to the soeiety on calving of youn,!l' ~~ and a _eomm~oll on 
thl! sale of animals. The work of these soe1eties lS superviSed by a staff 
of 6 inspectol'll and 2 sub-inspectors. In Madras, rome of the. societies 
nuliutain one or two stud bulls each, at their own cost or out ;u: Govem· 
meut grant while in rome other societies the bulls are maintained by 
sclf.cted me:Ubel'll and the society shares with them equally the subsidy 
paid by the Veterinary DelJlU't!D.ent for maintaining pedigree bulls. 
J-:ural credit societies also assist in cattle improvement by advancing 
1oaus to their members for purchase of cattle of superior breed, while 
some of the more efficient among them maintain a pedigree bull, 

Scope for co.operatLve etrort.-

4. (a) General.-.A. eo-operati'l'e soeiety with limited membership 
working with small resources and unslrilled personnel, and depending 
larg~>Jy ou State subsidy to maintain ita stud bulls, eaunot !!boulder a 
t<~.•lt which requires systematic ell'ort involving a studied selection of 
breeds that are to be propagated iu the area, the supply over a period 
of a sufficient number of pedigree bulls to serve all the cattle in that 
area and the elimination of all bulls not required for breeding. In our 
opin.io11 it is the duty of the State to undertake this work of selecting 
bt·eelis and supplying bulls in sufficient numbel'l!. For this purpose, 
it should esta.blish cattle farms, first, in the principal cattle-rearing 
areal!, and, later, iu other areas. To eliminate sernb bulls and other 
buill! not required for breeding, it should enact legislation providing 
for the compulsory castratiOn. of such animals over a certain age and 
should entrust this work to the Veterinary Department. 

(;. Once the State has made these arrangements, eo-operative societies 
can play their part in multiplying the improved breeds all over the 
eonntry. We recommend that every primary co·operative society should 
have its membel'l!' cattle served by approved bulls. To defray the ex­
peuses, the society should levy a fee on members either at the time when 
au animal is served or when it calves, a.nd may also colleet a conm\if;sion 
when an improved stock is sold. Loans to members for the purehase 
of buperior cattle should be advanced on easy terms by the State thr«mg'h 
~operative o~ganizations. We further recommend that the co·opern. 
tn·e and Vetel'Uiary Departments should take aetive inteMst in the work 
of ratt~e i.mprovemeJ?-t and should encourage the rearing of good animals 
by pcnodieally holdmg cattle shows at which prizes should be awarded 
for animals of outsta:nding qualities. 
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6. (b) Nomadio cattle breeders.-There are a few nomadic tribes 
in India like the ' rabaris ' of Gujarat who own and breed cows 
and buffaloes and the ' odes ' of the Punjab who own and breed 
mainly sheep. With a view to providing them with facilities 
for improving their animals, they should be organized int<. 
co-operative -societies, inducement being provided by the State 
or local authorities by reserving grazing areas for such societies. Sur­
veys should, therefore, be made with a view to finding out whether 
g.razing land exists which could be allotted to these societies, and Govern­
ment farms should supply pedigree bulls and rams to them. 

Shortage of cattle fodder-
7 .. The problem of fodder shortage can be solved to some extent 

through " controlled " grazing and conservation of green fodder. 
" Controlled " grazing has been recommended by the Royal Commission 
un .Agrieulture in the following terms : " ...........•.•• , ...... . 
an attempt should be made to demarcate those areas likely to be most 
suitable for grazing, a11d to· assign them to groups of occupie1·s of till­
age land at nominal rates, on condition that they graze the land in 
rotation, exclude cattle not owned by the group, and cut grass from 
part of the area for nse in the hot season."• We recommend that the 
primary village co-operative socie.ties should acquire o'n lease grazing 
lands where available and allow members, on payment of stipulated 
charges per animal, to graze their cattle on them according to 11 scheme 
of r~gulated grazing prepared by the society and approved by the Forest 
Department. 

8. The green fodder available during the monsoon can be conserved 
fo'r periods of fodder scarcity by the method of silage. The process 
consists commonly in digging pits of a given size, filling thelll with 
green succulent fodders and weighting with earth or stones. The 
Royal Commission on .Agriculture estimated tha't a pit 10 feet long, 
8 feet wide at the surface and 7 feet wide at the \bottom and 8 feet 
deep would hold all the silage that a eultivator owning 3 or 4 cattle 
would need to bring his stock through the hot season in good condition. 
The rural co-operative societies should undertake to conserve fodder 
through silage for distribution during the dry season. This function 
shonld ordinarily be undertaken by the multi-purpose soeieties, but 
when the out-turn of silage is great, a special society may be established 
fo'r this purpose. · The Forest Department should permit such· societies 
to remove grass from the Reserve forests free of cost for ensiling pur­
poses. The .Agricultural Department also should assist societiP-s under­
taking silage making, as proper preparation of silage requires a certain 
amount of technical knowledge, use of mechanical chaft'-eutters as well 
as proper accounting of the receipt of green fodder and distribution of 
silage. 

Prevention and treatment of cattle diseases.-
9. Disease conltrol is a function ·of the Veterinary Department. 

:At present, a large number of cattle perish annually through disease 

• Report of the Royal Commis!!i.on on Agrieulture in Iniliar--Paragrnph 
183. 
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because the cattle owners often do not have v~terinary aid ~Hhin easy 
reach Another reason for the large mortality of cattle IS that the 
owne;s too often venture to hav~ !he animals treated at home. by persons 
having little lmowleuge of med1cme. If, therefore, the vanous efforts 
at <·attle improvement are not to be frustrated, as ~ey have b~en 
hitheJ•to, by the ravages of disease, it is necessary. that m_ the first m-
6tan<·.to the Veterinary Department should extend Its semces so as to 
reach as near as possi~le to every cattle-owner. In the urban areas. 
a veterinary centre in a convenient part of the town would suflice. 
In the rural areas while it would be ideal . for each village to have 
i111 veterinary pos~ we recontmend as a minimum requirement that 
there should be at least one veterinary centre for a group or 2 to 5 
,·i!lagcs. Secondly, it would be necessary to keep the cattle-owners 
informed of the veterinary ser\ices within their reach and to persuade 
them to have their diseased cattle treated by the veterinary perso'nnel. 
Por this purpose, the co-operative solei~ies will have to function as 
au intermediate agency. In order that they may know the arrangements 
made from time to time in each area IJ>y the Veterinary Department, 
we recommend that the Co-operative Department should obtain up to 
date information from the Veterinary Department regarding the veteti­
nary services maintained in each area and make such information avail­
able to each society. . We further recommend that the society should 
report to the local veterinary office the outbreak of epidemics, persuade 
members to bring their diseased cattle for proper and timely treatment 
nud see that the disease-controlling measures are carried out. The 
vrterinary personnel, besides attending to disease, should also periodi­
l'ally visit the villages and inspect the cattle. 

Milk.-
] 0. i\Iilk is recognized as the most valuable single article of man's 

diet, being both a nutritive and a protective food. It has been ~sti­
rnnt.~d by tl1e Jtfilk Sub-Committee appointed by the Policy Committee 
on .<\griculture, Forestry and Fisheries that the total prodttction of 
~lit at present is 21 million tons (a year), of which. only 27 p61' cent. 
IS used as whole milk, and that if 50 per cent. was to be used it. would 
still necessitate the production of 60 million tons to meet the' minimum 
requirements of ench individual in India. It has also been estimated 
that there are 22 800,000 producers of milk in India. No attempt to 
r~ncl1 ~he target figure of production within a reasonable ]'lerioll of 
tune . Will be st~ccessfnl Ullless the very large number of producers are 
J~rop?rl,,- org-nmzed.. We are of the opinion that co-operative organiza­
tion I& the most smtable form of organisation for bringing to,.ether. the 

. producers of milk in s_uitahle gro~ps so as to _enable them to ';;dopt im­
Jirov~d m~lhods of mille productwn. ThPre 1s considerable scope for 
ro-operative organization in the distribution of milk also. 

Co-opera~ive distri~ution of milk and manufacture of milk products in 
fore1gn countnes.- . . . 

. • t • 

· ~1. Co-operation in the field of milk distribution and manufacture 
of nullr products has made great progress in European comttries. 
Denm~rk h'7'. been the home of co-operative dairies. · There. the eo­
operative dames handle milk of 86 per cent. of the cows in the cotmtt7. 
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They have been formed intn district associations and national federa­
tions, and are greatly assisted by e.xport, stoek-breeding and cow-testin.., 
societies. Again, in Ireland, the co-operative creamery movement :1;; 
the most impdrtant branch of Co-operation. The societies have been 
an important source of credit to their members, usually for the pur­
chase of cows. In Finland and Kew Zealand also nearly four-fifths 
of the dairy industry is co-operatively organized ; and a number ot 
centralized selling agencies have been set up in Rolland. It is interest. 
ing to note the way in which Swiss cheese-making co-operatives grew 
np. Each sdciety started initially with unlimited liability, raise<.! eredits, 
equipped a small factory and leased it to a professional cheese-maker, 
the latter undertaking to purchase milk at an agreed price, to manu­
facture the cheese, and to sell it also at a :fixed price to the Central 
Union of Dairy Societies ; but it was not long before the society itself 
started manufacturing eheese. 

Co-operation in the marketing of milk in India.-

12. Most of the milk is produced in rural areas while the profita\.ole 
market for milk and milk products is largely urban. . Co-opet·ntive 
milk supply societies and unions have been organized for ensu-r•ng ade­
quate supplies of fresh milk to urban consumers. Before the war, the 
societies supplied only about -!; per cent. of the demand of the urban 
fluid milk trade, but recently attempts have been made to increv.se their 
share in mille distribution in Madras. the United Provinces and Bengal. 
Th~re are about 1M unions and 388 primary societies at present in 
Brrtish India. The unions situated in the towns arrange milk suppli<'s 
through primary " feeder " societies located in the villages within a 
radius of 15 to 20 miles of. the t<1\Vn. The unions are largely respon­
sible for the business of the primaries, the assembling of milk produced 
in the villages, the pasteurization and quality analysis of milk, and its 
regular distribution to the urban consumers. 

13. The Calcutta Co-o'perative Milk Supply Societies' UJ'.ic•n hr\~ 
128 member societies divided into groups .of about five each under a 
supervisor who attends to the quality and regular supply of milk. 
Thre€ milkers and one carrier are employed by the Union for a society 
having- 40 to 50 members and. supplying one td one and a half maund• 
of Piillc per day. Co'ws are milked at each member's place. For each 
group a separate depot manager is employed at the headqua,.ter;; of 
t.he A"roup for receiving the milk. The societies have their own can~ 
foJ' sending milk from villages to depots. Lactometer tests are carried 
on in the villages by supervisors. at the group headquarters by depot 
m,magers and at the Union's office at Calcutta by a special staff em­
ployed for the purpose. Milk is paSteurized at the premises of ~he 
TTnif.n and distributed in the City through delivery men. The lJlUon 
.Itas also retail selling depots in some of the municipal markets. Other 
ac·tivities of the Union include the distribution of stud~Ils ior free 
service to members' cows and the employment of a veterinary inspector 
who inspects ani! treats the cattle. The Calcutta Corporation assisted 
thP. Union with a non-recurring grant of Rs. 5,000 aud an interest-free 
loan of Rs. 50,000 for erecting its pasteurizing plant. 
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14 The Madras Milk Supply Union admits both societies and in­
dividu~ls as members. At the commenceme;t~ of each season .every 
member IJlllkes au agreement to supply a mmnnum and a ruaxunum 
quantity of milk. The ~als are milked at. central p~c~s on the 
eo1mtry-side and tbe milk IS transported to the crty wh~z:e rt. IS pasteu­
rizea before distribution. The normal cost of pasteurlZlllg rs lJ to 2 
pie~ per seer, but due to the war th~ c~st now am~un~ to 3 to 3J pies 
per· seer. Delivery men on cycles distrrbute the milk m bottles to con­
sumers · but mille is also retailed through 6 sales depots spread through­
out tbe' city. The Union also advances loans to members of aftlliated 
societies for purchasing milch-cattle and fodder. Government provided 
tile Union with a loan of Rs. 25,000 at 3 per cent. interest, repayable 
in 10 years, at tbe time of setting up its pasteurizing plant. Under a 
recent scheme for increasing milk supplies to the City, Government 
l1uve sanctioned to the Union au interest-free advance of Rs. 4. 20 lakhs 
for b'l"anting loans for the purchase of milch-cattle, and have also sanc­
tioned, free of cost, a staff of one Deputy Registrar, 18 Junior Inspectors, 
3 Co-operative Sub-Registrars, and 2 Veterinary Officers. The Union 
supplies about 8,000 lbs. of mille daily to the Army with whom tills 
arrangement has been entered into in return for financial assistance 
to the Union of an interest-free advance of Rs. 2.4 lakhs for purchasing 
milch-cattle, an advance of Rs. 60,480 equal to the value of a month's 
supply of milk, and supervising staff, transport service, etc., free of 
~o'st. 

15. The Lucknow Mille Supply Union admits primary mille supply 
and otber co-operative societies and individuals as members. Societies 
hnve to purchase each a share of the value of Rs. 100 payable in equal 
i1•stalments in 10 years and individuals each a share of Rs. 50 payablt> 
half en allotment and the remainder within 6 months thereafter. Ani­
nmls are milked at a. common place in each village in the presence of 
officials of the so'ciety. Mille is moved in cans provided by the Union 
and collected at centres where it is weighed and tested adulterated 
mille being returned to the society. Milk is then desp~tched to the 
dairy at Luclmow where it is weighed, boiled, cooled and kept in cold 
storage. Consumers are supplied at their door by delivery men on 
cycle& ; a system of payment with coupons is followed. The cost of 
I!Oikcting, cooling and distributing milk worked out to about Rs. 1-8-7 
per ma~nd in 1940-41. A staff of one manager, one assistant manager, 
one ~mry expert, one accountant and a number of clerks and bicycle­
me~ Js cmplo3•ed at headquarters and a staff of. one supervisor, two 
dm~ymen, one clerk and a number of carriers is attached to each col­
lec1.mg centre. Government have assisted the Union with grants of 
Rs. 20,000 for ,:teneral purposes, Rs. 5,000 for a motor van and Rs 5 400 
on 11 contributory basis, for constructing milking sheds. · ' 

Scope for Co-operation in the marketing of milk-(a) in villages ana 
towns.-

16· We. reco'mm~nd the. formation of c~operative societies of milk 
producers lll the V!llages s1tuated within a radius of about 30 miles 
from towns with a population of 30,000 or more. The societies should 
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cs}?e<>ially be formed in those areas 1yiDg beyond a dist&nce o.f 10 miles 
of the town, . .for, the milk producers there have much greater difficulty 
on account of distance than those in the less distant areas in moving 
thell' milk to the urban market, and often the former group of producm'S 
find this market totally inaccessible to them. The special transport 
an·angements that the milk unions will be able to place at the dispOsal 
of the societies will provide a much stronger .incentive 1;o the producers 
in dJ.Stant areas to join the societies in order to reach the urban market 
than to those nearer the town who have relatively easier access to it. 
If a majority of members of the village primary society is interested 
in 1Uilk supply, we recommend that it should serve as a milk collecting 
agency also ; in villages where there is no such collecting agency, we 
reco>mmend that a separate 'milk supply soeiety should be organized. 
It ia necessary to prescr~e a minimum daily quantity which each such 
society must produce and supply. The quantity will vary according 
to tile local conditions ; but a minimum 'Of 300 lbs. should be aimetl at. 
'fhe !unctions of the village primary society or the milk supply society 
will be to notify to the milk union at the commencement of each month 
the approximate quantity of milk its members can supply daily, disburse 
payments to its members at the end of each month, and d.istributa 
among members any subsidy given by the union. Members' c,attle 
&hould be milked in the presence of the secretary of the society in charge 
of milk supply and at a conveniently situated common shed, which 
shoulu have, among other things, an impervious floor and a coverad 
roof, Wltere such common sheds are not available, a schem~. whereby 
the members can supervise each other's milking should be pt·epared. 
We racommend that the funds for constructing the shed should be pro­
vided by the State. The ordinary :financial needs of the members for, 
e.g., the purchase of cattle of an improved breed or cattle teed, '1\ill., 
however, be satisfied by loans and advances made by the village primary 
society or the milk supply society. 'fhese societies will draw their funds 
from loans from the milk union or the central co-operative bank. Each 
society will incur a monthly expenditure of about Rs. 50 -undel.' the 
following heads :-

Pay of s<Joretary in cha.rge of milk arrangements 
Pa.y of on., monial . . . . . . 
Stationery and contingencies ' 

Total 

.. Rs.30 p.m. 
. . Rs.J5 p.m. 
•. Rs. 6 p.m. 

Rs. 50 p.m. 

17. 'fhe milk unioll~ will be entirely producers' organization~, formed 
l>y a federation of the village societies organized for milk supply. The 
m1mbcr of societies affiliated to a union will depend upon the location 
o.f the societies, their distance from the union, availability of roads nncl 
trtmsport arrangements and the quantity of milk they are able to pro­
dtwe. Perhaps, on the a'·erage, a union will l1ave abou< 25 to 30 
soeillties affiliated to it. It may also be nece&">ary to collect milk from 
a l!roup of villages first at a primary collecting centre and to transport 
it to the union therefrom. The main function of the unidns will be 
to collect milk in villages, transport it to the towns and market it to 
tlle best advantage of the producers. The milk arrangements 
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t<1 be made by the uniona must include . (i) a . gua~antee 
to the producers of a fair price for a standar~ quali~ o~ milk,. <.n) the 
appointment of a supervisor for a group of VIllages Within the Itln~1·ary 
of a single milk collecting van, who is to weigh and test the quality of 
mil!c and generally supervise the work of the village societies and (iii) 
the p1·ovision of speedy transport vehicles and sanitary milk containers 
w 111ove the produce from· the village to the union's office in the town 
either directly or via the primary collecting centres. In the Chapter 
on Consumers' Co-operation we have suggested that the raw milk sup­
plied by the unions is to be delivered daily on a contractual basis to 
.cmu,umers' milk distributing societies which will undertalce its pasteuri­
zatiou and distribution to consumers. The contract will, among other 
thing&, prescribe the mininmm and maximum quantities of milk that 
the union is to supply daily to the society. Ordinarily, it will happen 
thut all the mille collected by the union will he talcen away by the 
Rociety. If supplies fall short on any day, the union will have to resort 
tr• b;1ying milk from individual producers to malce up the Jcficicncy, 
ar.d on the other hand, if supplies are excessive on any day, the con­
sumers' society will have to assist in its disposal by marketing as much 
us possible and processing the remainder. As regards ,the capital re­
quired by the union for purchasing transport vehicles and milk con­
tainers, which we estimate at about Rs. 50,000 we are of opinion that 
its share capital will not be able to provide any large proportion of 
it and that, therefore, the Sltate will have to meet the entire capital 
r<•qllirements. Even the working expenses of the unions are likely to 
be heavy at least initially and we recommend that the State should 
bem· them to the extent of 50 per cent. for the first five years. 

18. An average milk union will incur the following costs :-

J. C.J.pital ~''XP')Dditura on building9, transport VQhiol(!s and milk contain­
oro 

2. Estn.blishmont.­
Socrotnry 
Accountant . . . . 
6 Supo:-visors (at Rs. 60 p.m. ench) .. 
6 Tro.nspJrt drivers (at Rs. 30 p.m. ench) 

P.s. 

50,COO 

150 p.m. 
100 , 
300 , 
ISO ., 

Nolu :-If the milk union is expected also to process the milk before 
cli~trihution, it will require a proper dairy and a milk processing plant. 
It will also need technical and administrative staff for this work. These 
hn,·e J_IOt b~en included in the above figures, on the assumption that 
t.he nulk wJil be handed over to the consumers' societies as suggested 
in Chapter IX. 

19. (b) In 1arg& cities.-In larger cities, as for instance those with 
a population of one lakh and over, the interests of the consuming public 
tony be served best hy the establishment of statutory Milk l\farketing 
Boards. In this connexion a reference may be made to the Milk Market­
in~ Board f~r England an·d Wales organized for the purpose of regu­
lntmg the mtlk trade. The scheme under which the Board was estab­
!i,Jted divid~d the country into eleven regions and required all producers 
Jll 1 hem ~avmg more than four cows to' register themselves. Producers in 
each regiOn elected one member to the Board and the registered producers 
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l\s:'.a· wliole elected' five ·more members. ";Thd Board;'. lifter ''Consultation 
ivit!P t.h& purchasers of'milk, was to fix the ·wholESale ·'alld. re~l 9rite!l 
fui· liquid. milk ruid the wholesale price for niilk going into manufacture: 
Producers· ·contracted as before to sell· milk to their clients, tha only 
difference now being that the Board also formed a party- to the contract 
anu all payments were to be made to it. It further bound itself 'tO 
accept any milk which the producer could not sell, !illd dispose of it by 
sale or manufacture, for which, it u.~ually charged a commission from him: 
Producers in each region were paid for their milk by the Board accord· 
ing to a regional pool price which '.vas calculated monthly as follows : 
Each region was credited with the receipts from all mille sakis in· it 
ou the total sales a levy was made for the purpose of mee~ing the ex• 
penses of the Board and a further levy was made only on the liquid milk 
sales for the purpose of granting inter-regional campensation ; the ba~ 
lane& was then allocated among the producers according to the quanti~' 
supplied by each. In the expenses of the Board were included the pay­
ment of a premium for milk which satisfied certain standards laid down 
by it and any losses incurred by it on a(J(l()unt of handling milk. Trans­
port charges and any deductions for inferior quality were charged to 
individual producers. Under this scheme the· class of producer retailers 

· :=eePived special treatment. These persons were required to register 
themselves and to adhere to the prices and regulations laid down by 
the Board but were· allowed to receive payments direct from the pur. 
chasers. They had to pay to the. Board the inter-regional compensation 
levy, the general levy (when required) and a sum equal to three-fourths 
of the difference between the regional pool ·price and 'the local retail 
liquid milk price. In India, an attempt should be made to organize 
eo-operative societies for the distribution of milk, wherever possibl~; 
as L"ecommended in Chapter IX. The Boards which we contemplate 
for il1e larger cities will differ greatly from the English Board. They 
·would be public corporations ~om posed of the representatives of Govern­
ment, the municipalities, co-operative milk supply unio'ns and producers 
of milk. They would be authorized to punhase raw milk from unions; 
They would then pasteurize and distribute it to consumers and process 
vny surplus into milk products. They wcYnld guarantee to the unions 
a fair price for milk of tested quality and an ofrtalre of all the produce 
CCillected. While these Boards would not have a monoply of tac liquid 
milk market, they should be in a position to supply, say, 30 per cent. 
of the r"quirements of the cities in which they are established, in order 
to be ahle to make an effective contribution to the improvem:mt of the 
milk situation. 1n those towns where eo-operative eocietie11 for the 
supply of milk already exist and are functioning well, or can be •>r· 
gwized, no Milk Marketing Boards, as rec<Jmmended above, need be 
eet up. 

20. At present there are 43 towns with a population of 1 Ial;h and 
over, 'iC -;-;ith a population of 50.000 t.o 1,00,000 and about 95 with a 
population of 30,000 to 50,000. In order to make an effective contribu­
tion to the organization of milk supply td these towns, we estimatP. t.hat 
about 300 milk lfuions will have to' be started within a period of five 
yevrs. Their total capital costs will roughly amount to Rs. 1.5 crores 
L449MofAI!"i • 

' 
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and their~- reoum-ing: costs to about. Ra •. 26.28 lakha a .. year. T_he. State 
llheuld bear the capital. cOsta to the full extent and the recur~ costa 
to· the extent of. 50 per cent.,. that is, Rs, 13.14. lakhs per all!lum• . In 
meeting_ thls large expenditure and t~ereby. he~p!Dg to ke.e~ .milk prices 
Iow-.tbe State· will. to- some ext~nt discharge· 1ta respowubihty fon- tbe 
nutriiipnal condition. of all its people. 

Salvaging of dry cattle.-
21. ReceDtly the Government of Madras have sanctioned a scheme 

for 8alvagc of d~y cattle in l\Iadras on a co-operative basis. Under it 
a ~o-operative so~idy has commenced work, ~nd is assisted .at present 
by a. Co-operative l:lenior Inspector. It receives dry cows from mem­
bers and delivers them to a Veterinary Assistant Surgeon Rpecially 
appointed for this purpose and stationed at lll:adras, who· arranges to 
~~end them,. when a sufficient number is collected, to a forest area reserved 
for su.lva~:e worlt. ThPre, a stockman-compounder takes charge of the 
anilllu!J; and tcuds them till they calve again, wheD they are sent back, 
in.. batehes1 to the Veterinary Officer at llfadras- and. returned. to··the 
r~spt<!t.ive member-owners by the society. A salvage fee of Hs. 5 per 
montl1 per cow is levied. The cost of sending the animals to t.lw fort•st 
area is met out of the funds obtained from salvage fees. but the cost 
of bringing them back is borne by the owners. The risk of loas ,,f ani­
mals .through disease, theft, etc., is borne by the owners. The snhc•me 
pr'" vi des for the maintenance of three bulls by the stockman-compounder 
for serving the cows in bis charge. The funetions of the society are : 
to collect the animals and. salvnge fees from members, to infor·m th•.'m 
about the rondition of their animals -on the farm and dbont. any aihr,ents 
or ensualtir.li reported by th~ Veterinary Officer and to i•siiP permits 
to tlr~m to lrring back their cows whenever tbey desire to do so. novcrn­
mer•t. ha\'e "auctioned a non-recurring expenclitnre of Rs, 5,1iiU tmd a 
recnuing t•xp<•mlitnre of R•. 10,044 on the s"heme. In the larger cities. 
where prndlll'ers ~xpericnce J!'rrnt difficulties in maintaining dry cattle, 
we I'f'enmmend that special co-operative societirs should be· orgnnize<l 
fut· <loin!: the worlt of salvaging· the di'Y animals. They should collect 
at convenir11t intenals dry cattle as well as young stock which the 
owtwrs in· cities are U11!Ible to real' nnd send t!Iem to neighboming 
ptt~turo lands .acquired on leuse for the purpose. The cattle shottld be 
r•Iw.r<l'in ,charge of the Veterinary Department of Governm~nt- which. 
P.IJOul<l, hP· rqnipped with the nect•ssarj stall'.. For- the success- of this 
sch~m" it. iA necessary thnt every member s•ndin~ his cattl~>· to- thp 
snh•ngr· clepot should clci so at his own risk. 

Ob,operative· Dairy F'arms.-

22. Rnh·n~in~: is, howcvrr. only a tPmporary solution of the problem 
of milcii ••nttlc in tire cities. The conditions under which buffaloes an•l 
r•ow~ nrc• Rlnbl~<l Jn !argl'. riti"'<· lii<P .nombny nr•. to nut it mildly, ap­
pnlhng. tmh~·~wmc, msnmtnry, tmnatnrul nml' expensive. It has been­
. '1l!":!rstet! that <loir;v farms, on th~> lines of: the. militut>y 'dnir'' fn~m• . 
• vhrre animals can be mainht.ined in eololiies.' shcinld · b11 estnhli•lwrhm 
the· outsldrts of towns and cities. These farnlii· should· be• ol'!!'anizeli; on• 
l(loOJl6rative lino~J snd owners' of mil~h cattle par.ticulhl'l."' ' ;,, r. ' an•l 
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others- oWJil.ug! &' few·· cattle< izr large· cities" should be- indu.cad tO tona• 
co-'operative 1100ieti~.' They· will· aettle m· these coloWI:I8' ,.·ith· tbeil"' 
cattle. 'fhe &Ocieties ahould• pro\ide stables~ milking· yards, dil.iries, ~'tu4· 
bulls, veierinary aid, storage accommodation for feed, ete. Each llleDl• 
ber will look afier hia owu eattle stationed in the stabl~s and delilllr 
milk· to the societies' dail')': Such societies· should' be· offered' by O.V'llnl• 
ment' or' local bodies-• sites on attractive terms,- for keeping· their llllt\le; 
at: t:!Qnvenient distanCES' from· the eiti~S; It should· be· pos:;ible for :mc:il' 
farm&· to stable 300 to 400 animals at a time. Convenient grounds fo'r' 
exereise and' grazing· would' be available· outside· the" citiC>~ and within· 
the•rllllge of the-· cattle farms. These·co-operative·cattle owners' li<lcioties' 
sh'ould be ablE> to adopt im'proved metho<.b· of milk producti&n · whicU 
have already been current in the· military dairy farms. '1'hey .>lumldl 
also be· able til en11:age some of the J>ersonnel \l'hicb'· will· lie· rele~' 
from the military dairi~>s in course of time. It will also ·!Jeo·p<J;~ibl!" on· 
tlwsc• farms· to· arrange forr the proper care of dey animals altd· rearing 
of t.he young stock anu to prov.ide facilitiea for grazing, silSJl:e makil~g,. 
Me. These societies will be in a position to supply. regularly. the milk 
prr.rluc.ed by the cattle kept hy them to milk unions or L'OnNnmurd' •nil!~ 
distributing societies in, the urban area,. 

Ma;n,ufacttil"e~· of' milk product!J:-

23. Milk prouucts are made on a large· s~tale in soiM imp•>rtant 
<lail'ying regions of the country. In the linited. Provinces, co-operath-., 
sod· ties have undertaken the preparation and marketing of su~h pro. 
cltwts. a....; ghPil, khowft., cuxt.-i.n, p-h•. Bt•sides9 a 1\::lwwa s~~ht•rtlf" is in HPf~ra­
tioll umlel' whi«lt eo-operative so<'iet.i~>s a~semhle ·their m~>mhers' milk 
ia about 30 centres where it is turned iuto khowa. We reeomlll!"1Hl that 
in 1huse areas where there is no local markl't. for· li<JIIicl milk or where• 
milk i" genPrally in ~urplus or wher!" the ·lllauufauture of milk product~. 
js "". important cottage industry, co-operative societies .. should be ~:.rga­
uizetl to undertli.kc the manufacture of dairy pruduets such a~ bntt.•r . 
ghce, lrhowa, enseiD., etc., these co-operatively made products belnt: " Ag. 
ntarked ". 

Sheep breeding'.-' 

24'. Sl1eep breeding to-dny provides an ineome- from both wool and. 
''""'" to a number of· graziers. cottagP weavers and oth~rs. Tn nrder. 
to improve the quality of Indian· wool, the Imperial Co1mPil of .Agri­
cultural· lli>S\'arch has spon~ored a numhP.r of experjment.nl s<'hen,es l•>r· 
o;h~~P breeding· in various provinc<\S. Co-operative societiPR· .)rgani2l~d 
am<>nJl:- sherp-ownprs w!!!. ;;:;oeatly fnr.ilita~r tl1c fruition of thr·s~ sch~mra. ... 
W ~.. therefore. recommend that attempts slwuld · he mude . tu organize 
co-on~rafivelr the floek-oWUPJ"S in tlu' north-western parts of the NJnntry 
''"·h as Rajpntana, North-W~st Frontier Province, Bahwllistan, Pte., 
ns well "" in othPl" hill regions wl1erc sheep-rearin11:· is pr>wtiMcl' on a• 
!111'!!<' ~eale. As information rPgariling the eonclitions in theso · rPgiotL~ 
;< lnc•king, it is not possibl<:> to indicate tlw numhnr uf su~h so,•ipti~R t.~ 
he· or•!anizPcl anrl thP (!enernl linPs on which thPy should w<•t·k. ·,v,, 
t]1 r'l'(1fnr,, l'PCO!Hnl.Pl•.ft tl't~t +,_.,. "Prm·;n,.,i;Jl f'!o-oprrati"'P. Co'~tncil s~TJ1fl 
E'XIImine tl!P, he~ds or particnJaJ• RTP8S for ·sett.ing Up e.o-OpPrati\'f• M<•ifl!l1'<17 
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f(ll'. ~beep bL'eep.ing •. , 'fh!l State sJ.tould provide- these ·_SO!lieties •. with the 
Stnlt. aml.cquipmeut ~~cessary to .. under:take the fr~IDg oj •l\OOI ~rQm, 
di~-:i. I!Ud yolk' aud the gra.O.ing of the _product. 

Poultry farming.-
i~. PoUltry farming merits attention because it provides an ~port­

aut source of subsidiary income to the poorest cl<J.Sses of. people m the 
cvLimr,L ·. The. existing poultry farming societies are chiefly concer~ed. w.i~!1: 
tiJ.e. collection, grading and sale of. eggs. The number of .such SOCleties. 1U 
Briti>l> India is not large. These societies collect eggs from theil: meru­
\x,.,;' on. uie' ba.ois o£ outright purchase and pay the price once a mouth.· 
'rhe eggs a1·e te.;ted by water test, weighed, graded A or l3 and then. 
packed. The advantages . of selling through a society of this type is· 
that a member gets better price for his eggs and a bonus pro rata ac­
cording to the number of eggs sold through it. 

26. In a few provinces, like the United Provinces, provincial · orga­
nizations have been set up for the propagation of improved breeds of 
poultry and for the marl•etiug of eggs and poultry ; but no concerted 
aetiou has so far been taken in this direction, and the central organiza-. 
tions where they exist are languishing · for lack of patrouag~. The 
eouutr)'·hred poultry has, for lack of proper feeding and owing to in-
4li~crimillnte breeding and careless rearing, deteriorated to such an ex­
tentM that., a.~ in the case ·of cattle, a determined effort has to be made to 
place poultry farming on a high level of efficiency. We recommend, 
tll£refore, that every province should have a Model Poultry Farwn. at 
com<mient centres the cost of which should be borne entirely by the pro­
vincial go,•ernment. It should be entrusted with the duty of propa­
gating improved breed of poultry by acting as a nursery from which 
better breeds will be taken. It will further advise individuals 01; asso­
ciations interested in poultry breeding as regards the feeds, protection 
against diseases, incubation and rearing of chicken. It may also under­
take the disposal of the product of poultry farms. It may also introduce 
the' use ·of improved containers for the packing and trans!Jort of eggs. 
It ~houhl. in any case. establish contacts with large customers lik~ 
the Army or hotels or organized markets so that it can be in a position 
to give information on the marketing of eggs and chicken to the persons 
or societies who or which deal with them. We recommend that the Co­
operutiYe Department should 'take advantage of the Central Model 
Poultry Farm by widening the functions of the existing poultry farm­
ing' societies and starting new ones. and bringing the latter in close 
contnct with the former. In order that the Co-operative Department 
ma.y be enabled effectively to di~cbarge this duty we recommend that 
it ~hould have a special officer :mrl staff to promote, supervise and gnide 
tl1e wol'k of poultry farming so'ricties. 

Animal products.- · 

27. There appears to be considerable scope for Co-operation in the 
proper use of valuable products which can be recovered from dead 
animalq, and many of v;hieh at present run to waste. Hide Mn be used 
for ,mo.king tanned leather, meat nnd· bone and blood may be used for 
Ill!lkll!g valuable manure, and fat · aud guts eim be used for industrial 
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purpose&, The dispQsal. 1>f .dead. animals is at present done by the mest 
backward classes o£ the eoiliJilunity. Tbeir organization into, eo-open. 
tive sooieties will serve the double purpose· of imprdriug the ataudald 
of living of these classes and of making available to the coWltry valu­
able by-products of animal husbandry. Tlus question should be fully 
investigated by the Provincial Co-operative Council. 

Fishing· Industry-Its preBeJit ·position ·and scope fat developiQ!l~ 

26. The fishing industry of India consists of tw.i main classes, in1und · 
and marine. The inland fishery, again, falls into two divisi~ns, fresh 
water and estuarine ; and the· marine fishery also · bas tWo classes, 
foreshore and off-shore, and deep sea. Sea fish~ry is. at present confined 
to the foreshore. If the supply of sea fish is to be increased, off-sho,re 

· ilsbery · should be developed with the help of better equip merit, S'll!h as 
power boats and trawlers. Deep sea fishing is,a more difficult 'job and 
can be undertaken at a later stage aJ'ter fishing grounds have 'been 

. snrveyed and .better equipment and re£1•igei·ation facilities wad~. :wail-
able. · · · 

29. The fishermen are so poor that they cannot be .-xpeeted to make 
a ~ontribution to fishery de'l'elopment unaided. They are· iml!'IJtPd to 
middlemen and financiers and hence the share -they get in the pronts 
of their businP.ss is hardly fair. 11foreoYer, the arrangements for handlinjr, 
assembly, transport and marketing of fish are primitive and linorgauized. 
There is no cold storage equipment· anywhere no1' any arran~~i11ents ''l'or 
icinl!' ; and t}Jere is a complete abs .. nce of ·regulated market~ l'nn un'der 
the b'lt))erYis.ion of ·sanitary and health authorities. 

CO-operative fishery societies.-

. · so; There are ·a few eo-operative fishery societieS: working in M:ulr'ltt, 
Oris•a and Bengal, their number being 67, 55 and 7 rl!speeiVvPI~·. Tn 
the'l:nited Provinces a scheme for the supply of fresh fish to Lu.·kmh• 
antl a few other larger towns ·was introduced in Xovl!'mber; 194:1, by • the 
Co-operath•e Department. With th~ expE'rience gai11ed in. the working 
of thi~ scheme, the Department pl'oposes to organize fishermen on co­
operatiye lines. The primary pt'oductiou societies will arran1,-e finance 
:Cot· the members and sell their catch, till central soc·i~ties arr- organized 
'to luke over marketing .. In Bombay, some protuinent meniber$ of the 
Koli counminity ha,·e recently formed themseh•es . into the Akhil Koli 
Samaj Co-operative Fishery Producers' Society, Ltd. The Sodety ,\·n~ 
-regi!.t~red at Bombay on 28th <hUll', -1945. Its aims and objee~s ate :­
{i) to hire and ·purchase laun0hes ·from Government for catelting and 

.earrying fish, {ii) ~ erect ·an 'ice fru!tory and cold storage, (iiiJ to.opnn 
a factory fo1· extracting oil from shark and other fishes. (iv .' to · open 
a factory for .produemg· twine thread required ior netting, (v) to mpply 
thf' .neeeSI!aty .'1!laterials to members to carry on their business anil (vi) 
to ~ade and mnrket fish. ThE' Society was registered by the .Assistant 
Registt·ar, Co-operative Societies, Bombay, in consultation with the 
Dit·eetor of Fisheries. Tbe present paid up eapital is Rs. 8S,Oll0. 
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~1. Mon·6f tbe,&hermen's-oiOOieties in ~-u,·Orill&a ud Ben¢ 
._..;·of .• the .oonlinai'Y ·-l!rellit· >tyve, . tnai.lilr '• financing ~he' >tU>e'IDbel'll, · ~d 

1tJ.l,..;.u.. .... 111Jh· ~~t~njt~••J~:;. !'.~t ·.~ .. Ll' ~~~ . .._;.,r :m ...... ~~"'""tf'Hal'l:"'i•l~'~"t;(iw,r.~ .. J~ 
,f4fW !-'lvic·tic·!- n·hir•h •HIIl«'~·tn!•t•. u ·lar~~~r· UHlllht•i t•f fiJ,w1i•m~. -.J4',n• -in­
Ktmw••, tfw ~\.,iatttll' Fi,..ftf4r11Jt61l s SoeiPty in S.utth Kuunrn Jhtdra, •. ii'ttHJWt),S 

its W• ttolu•t,, mul I"'"'' tlwit <'fltt•h for sal .. <.'ithc•r fr..,.;h ,,... aftPr :·uring. 
J'itUIU•·tal a.itl i• l!"h·..,u tu uuly thoxe m~mben< who agr~e to ~ell then· c.atch 

. tJtr~IJ."I' ·tloe -~(!l:iety. .l'lw . ,sal~ priiC\"d.~ ·,.on'(' .·.distrib11t.erl. accoroli!t~ .t<Jo 
'he indiv iuual ca.tch. The society arrang~s fnr pnrcb&~lllg b.>ats a11d 
J)()f~ fO'I' , the T,lRP of itll IDPffibE'J:l', 

.8a(psf1cma for ihe :development .of co-opMaUve ila'a.rt..-
--:!2. ·The ~Civernment of India ~~oppointell in 1944 a .J1ish Sub-Com· 

· mi~~ of the .Agrieultural Poli~y . Comntitttoe, tbe report of which has 
· alnoacly been publishe9,. It ha.~ made certain recQmmenda.tions .which 
it .ill unneeeRsa.ry to re~_teat here. We would, .however, like .to lend our 
.IIUJ!IJOrt to the .Committee·~ conclusi&n that no real advanoe ean .be made 
llitlo~~~ the Govomment of India accept full respollSibility :for placipg 
\he fif!hiug indulltry of the country as a whole on a firm foundatinn, and, 
_. .jw:. ~n tione by Governrnents of t~lmost all ,European. aud Am~rican 
eountrios anti ,J upan. p'l'ovide finance for both .direct and incli:rect . assis­
.AaDv•• .w thiR very baekwar<l .and neglected industry. . In ;Japan. tlte 

. ~!At'! gt'ILnt.l are ntude only .to c6..flperative soeieties of fishermen ,and the 
. entire ,COfit . of e11tablishing new ventures is borne by the t:tate. We 
.ncormuenc;l .that in India alJ!o StAte aid l!hotJ.ld be given largely through 
,eo.opera.tivc 50cicties. C&-e>perative societ.ies ~honld, therefore, be or­
~nniard on ~n extensive 110ale. These sooie'ties shduld give financial 
ltfillistlmee to their members and 11tock and sell fishing craft an•l tackle 
at a lair priee. They shoultl also undertake m!lrketing functions, i.e.., 
functions invnlving p'l'llper arrangements for handling, a.'!Sembly, pre­

.lllOrvatiou, transport an!l distribution of :!ish. Thel!e societies shoold be 

.grauped to~etbet:' uuil~r central soeietW!I whil'h should ·have their head· 
-quarters in ltlWJts. The maiu function of the cen.tral.1100iety llhould .b& 
&he organization <1f ·fish mai"ket& and marketing of fish. · 

3:1. Central eo-operatiTc blink.-; shoultl Prct'·ide finance for working 
l'li:IJ"IL""II both to primary an.:J central fishing so'cicties. We have reeom· 
menilctl rarlier that .funds tequire\l for the provision .and repair .of 

· impro,·••d typPs of craft and g~ar, cold stor11ge and transport Rboultl be 
pr<n~i·lt·d hy tltP. ·State either in thl' :t'omt C>f loolls at a low rate .of 

· int••l\•!lt or as l'l)hsidi<>s. . · · 
• 

34. •Somt' of the .ex..aerviees personnel are already ·trained in -veteri-
.nary · ..ei<'n~"• animal hWibandry and poultry :f.arrn.ing, and . can be em­

. ·l)loyct.i by eo-operative organizations. 'lli.e fishery ind"Wltry ofl'ers- an 
.~ppl)rtttuity for ·.t.he .employment of -ratings ·who have .ser;ed in the 
"Na:ey . .sp~nlly.Jthose ·recruited from Konkan ana· ·Ratnagiri districm 
iQf >Bombey . and rthe •OOlll!tal dil!trieta ol . Bengal, A8!!M!, Orissa and 

. ·-Mala!ml'. 
'.' 



·cHAPTE:tt·v. 

AGBJ:OtrLTORAI. 'lttARKE'l'ING. 

l'mlet.ions .of muketillg.-
. ·. ':M~rketing is n. comprehensive term covering a :large •number •Of 
funciioli~. "'l'be s!Uall surpluses of individual 'farms are collected and 
concentrated ill a wl•olewe market ; the :l!.uctnsting supply. of fa:rm. 
produets is adjust~tl to tl1e ·.coDI!tantly changing consumers' delliBIIld ; 
the. proper volume anr\ quality of supply are made available to final con­
lllll)lt'r-~. In :working out these processes, several necessary functions are 
.perfonne~, vir .• . ~1} .assembling, (2) storing, (3) finanlling, (4) insuring, 
(f> J ·,standardi:dn,r, (6) ><elling and (7) transporting. In order to reach 
the;r .ultiwate market, farm produc-ts are collected or assembled from 
vadous sourcell ; they are held or .stored in warehoust>S ; somebody's money 
is ial-Ye&:ted :during the .coqrse of their .;movement ; the dlmg~ br. liclss 
from price :ftuctuatiolJS or deterioration is guarded against ; the pro­
duuts ~ore prepare•i for thto nwrket by ~orting and gr11ding, packing and 
r~pa.ckinl.!', and being ·br()ken into swall parcels ; then they are sold and 
1lltil:nately trimsporte<l to the oon•mn.~rs' d1>st.ination. · 

ll.ole of middlemen.-
,2. S<Jme of these functions may be performed by the farmer, Q, 

,be ,does .when. for instan~.e •. he pacb and carts his crops to the local 
marh.t but the.~" funet.ions lll'C entirt•ly diffet·ent and distinct fr'om farm­
ing. They are usually .undert11ken by a different set of persons who 
.pos."ffl!! ,,&pecinli~d knowlt>dge and special resources to discharge them. 
't'hu- know, for instanee, when .the U.t-mand for a. particUlar product is 
keen -~r wh"N> .:thP ;price is high nnJ. 1 egu.late the supply accordingly. 
The tarlll~r .Joe·~ nvt comt' by thi~ knowledge in the eourse ·of farming 
OlJtJr«tions ; he =r .acrjuir·e it, but i£ be tllkes up any of the middleman's 
functions; ht!>. engages .i~1 a .subsidiary occl).pation separate and distinct 
from fanning. 

• Jrla.l'Jr.eiillg costs.-V 
3. Thl' middlemt>n 's charges for servict>s rendered in performing 

the functiOil>< nf mark1'1ing .nrc known as marketing eoBts. They are 
repr~sented .. h;vt .tht'l .olitl:'trence .between the price recei"ed .by the farmer 
and .the priel' p'nill .by .the consumer ; and the factors a1Ieetibg them 
.are. '""'ides tho~<e .;ll,rPad;)· dealt with in analysing the functions of mar­
ke.ti~, perishability, wastage or shl'~ge~, and preparation far the 
lftll''CRI\t. · .0)1 :the llll~un,p.tion of private -en~rise and fr~ competitio~ 
.the ~m .to the middleman sho)l].d be the lowest possible 'for the services 
rendsred. Statistiea tlealing with the middleman's charges in India 
.are .sea.n,ty, .but it .a.Ppf'l!lrs from whatever infonnation .is available that 
in 1937 .the wheat ~wer in .llodia received 61 per een.t. of the p'rice 
.paid .by .the ultimate consumer. Further, in the .paddy trade in l{adr~ 
the cultivator's prlce was 65.3 per cent., railway freight coming to 12.!J 
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per cent. As )lgllinst tllese in the U.S.A. wher~'mark"ts ar11 beat. 
organized and the retailer's margin is large, the we1ghted average_ pe_r­
C?entage of retail prices of farm. products received by farmers was "8 . m 
191i and 45 in 1927. In India; backwardness of transport adds heavily 
to the c6,ts of marketing, ,tranSport , eo~ts havin!!", been estimated to. be 
n bout 20 per ~nt. of the consumers' pnee. The eost of transportation, 
however. vllri~ grmtly, depending on the relative .importance of. such 
Jactors a~ .bulk m rtlation to value, distance, special facilities to preserve 
the product en ro-u.te, necessary terminal :facilities, and the . type oJl 
transportation. 
India.n farmer and marketing disabilities.-' . . 
. -!. 'l'be ossumptiou, made above, of free and fair competition does 
not bold good in mOHt markets. The . primary producers lack edueation 
11.U<l knr,wlNlg'e and are at a disadvantage in dealing with big. business 
aud ·with middlemen who ltave no hesitation in taking adva111tage of the 
.former's weak position. The disabilities under which the Indian fanner 
~ufl'er.~ htt,·c beP.n briefly su.mmarized by the Royal Commission on Agrieul­
ture. · · '·· F-rom all provinces we received complaints of the· diSabilitie!; under 
which the r·ulth·ator labours in selling his produce in markets as at pre­
k~•·• vr!(aniz•·d. It was stated tltat scale~ andweights and measures were 
ma:1ipulnt<>d against him, a practice which is often rendered easier by 
thP a.bs. UO<' of standardi7.ed weights and measures and of any system of 
l'egula.r iuspectiou. Deductions which fall entirely on him but against 
.wluch h~ hus no effective me8J1s of protest are made in most markets 
l'or·reli~ious and. charitable purposes and for other objects. ·Large 
· .amples' of his produce are taken for wJ,tich he is not paid' even·when 
''" •aln is elT""'ted. Bargains between the agent who acts for hiin ·and 
thn ,;no- who n~tiates for the· purchaser are made secretly under a clotlt 
i<lld I••• i·cm.11ins in ignorance of what is happening. The broker whom 
!•,• "· ;,mp .. lled to emplov in the larger markets is more inclined tQ favour 
i lw pur~:hnscr with wh~m he is brought into daily" contact t1i8l!l the 
»•ll•·r whom he only ~s very occasionally." These disabilities are in 
additj•m to what the· farmer suffers from when he borrows from a. inoney­
l<·n•kr .,,. buys on rredit for production or maintenance, and the creditor 
limit.; \J1e farm('r's freedom to sell his produce. · 

Ad~ta.ges of co-operative marketing.-

ii .. Tb .. ,e disabilities provide the justification for eo-oper~tive market­
ing Wh.ith strt•ngthens the farmer's position as. a seller. assures him of 
.a 1:eg\1lar t.rade _outlet, and enabl.es him to obtain better prices. It, at 
the .;ume time, mtegrates manketmg and productive· operations ·reduces 
.w<~'te by preYl\llting duplication of agencies, and provides faoillties for 
impr?·y~ent iu the quality of agricultural products. It, further; attempts 
,to,c~mmat~ tht?se un.destrable forms of speculation in which the motive 
!• i•raflt 'fr.or" ~!let;.· trutn.ipulatio:ns. 1 No influence is sd important' in 
~.h~ e~nom tc, edul'&tt,on of fa~mers as their own efl'orts in co-operative 
,lllark~ttng ~ . The Yery :ntte~pt on th.e part of farmers to solve th~ir 
pr.oble;n& 1teac•be.s. them. ba~!C .economic truths.. The operation' of eo­
·~l:'~rnVY~. ma~·ketm_g_ orgamzahons tea~es farmers that . agriculture· .is 

• . ~ • I' ~. ' . 
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.{l~·iwariJ.y a (arm of business. Co-op~z;atiYe marketing also teacll.e~ ,far­
·ll!ers ~ tiM! problem of marketing'iS closely related 'to the pi-oJ)Jem:of 
,i>ro~ct.Wn, The marketing orgimizations. have found poom· expe,rieiu:e 
.fPat the· gel;ll&lld for agricultural products is increased by an. iniJlroye­
meut iv: production methods which result in products of higher~ qlijility. 
again, .when farmers themselves undertake marketing programme, the 
pra~tief:& which. greatly r~uce the Eeonomic value of · their product.!!, 
are· brought home to them. Co-Operatives also. serve an important 
~unction in supplying information on the many factors which ,affect :the 
'economic status of farmers. 

·orgimilring a Jllllrlooting societv-enauirill!l to be made.-

6. Before organizing a marketing society!, lt is adjvisable to make 
certain onquirk>s. Is . there an absence in the market of f.ree competitiOlt, 
and is the spreaO. betwee)l the produCiers' and the consumers' prices or 

·between the ·prices in the· local and outside markets wide ~. Is there 
a Jack of adequate facilities in the market ot· of service by the existing 
mic)dlem.en 1 Is the service honest and reliable ~ What definite savings 
·flr impr'OVtllllffilts ·can a co-operative society make ! Will the savings or 
improyement& be .commensurate with the risk, financial investment and 
Uw time .and labour spent 1 Will·the .<!o•operath·e society: receive the 
suppo1 t of. the best farmers in the locality 1 If the replies to 'these 
·<Ittestions are satisfactory, further satisfaction should hC! .sought on the 
poill!s whether the co-operative society will ·have· sufficient. busine-, ~de­
·quate ·oopital, lasting·loYJSlty of ·its members and enough patience to bniU 
up 'the organization gradually and not .expect· it. to be a .prunounced 
success from the start. .Abo'>e all, it .should be ensur~ that the manage­
ment of the society is in the hands of an efficient and well-paid manhger 
. ,;.ho is honest, reliable and capable, and possesses the knowledge of the 
eommodities with which he has to deal and qualities which will win over 
the confide.nce of the members.· 

Cn.operatiVIe marketing in foreign !lOuntries.-. 

'I' .. Co-OPei"ative marketing has achieved striking success in .some 
_foreign countries. In Denmark, co-operative sale soeieties , discharge 
most of the marketing functions ; the co-operative dairies in that equntry 
receive 91 P6t cent of the milk. delivered to d~iries. and sup.pl:y most of 
the butter expotted. In Norway, between 80 per cent. and ~per .eent. 
of the producers of the m :Ik were members of co-operative dairies, while 
.in the N ether:lands, co-operative dairies marketed 65 per cent. of the 
.butter and 4.'\ per cent. of the cheese. In Sweden, co-operative diariPs 
marketed almost 90 per cent. of the butter produced in the country. 
In.the U .B.A., there were at the end of 1941-42, 10,550 Farmers' Mar­
keting and Purehasing .Associations with a membership of 3,600,000, and 
busin~ss of almost 3 billion dollars ; these .Assoeiations handled cotton, 
daicy. producta; fruit& ·and vegetables,. live~;ock, poultry, ete. They 
lllTIIUge for processing and ·own warehouses.· ·In Canada, eO'operative 
niavketing. societies handle. •wheat, · fl'uits, •1nil1.yJiYt'sto:rk, eggs and•'f>oultry. 
The· nurnliell Of .eo..operatives· .dealing' in wheat 'is, hOWI\\'er ; .. til<! 'largest. 
The ·Danadian··~t- ProducerS' Ltd:·which was the centrQI M~tion 
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d the pi·ovincitd wheat pools handltld more ~hm '1~ nl.illion .b~e1s 
~~~ ~h~at -per year. Co-operative marketing associations in the U1uon of 
:''<•vtn' ·Africa handlE' mail'P, whE'at, peanuts; tobacco, eotton, sugar, 
'frai:lll, etc. 1n 1935,36, they marketed agricultural produce wo~ about 
-~13 lnillinns. In ·..\ nstralia, .in 1932, tl1~re were 14. p_ools for diffe:ent 

· i ''"l1ll'''liti"'. -In ·~ew ·zealand, co-opernt1ve sale .80Clebes Jmndle mainlY' 
···h."eNP uuttt;r fmit, wlt .. at. anrl mP/It. Almost the ·entire quantity of 
"h~~se' Jlrodnc!;,l in that country is mnnufa~tured in eo-operative factoz;ies 
,,,,a~ tt1••ut. llO per eent. of the huttl'r 1s produced by co-oper'ative 
' .. (•fllfiPH. 

J'anelions which a .marketing socie~y should llllderta:ke.-

11. S'o <lngmatit! ~tat~me;nt· can be made concenting the number of 
;"'"'~ ;,,,._ whidt a c•o-npPrati.w society should =d~rtak!", the criterion 
h•:rn;: :tlw P"onmni<: ro!<.~ihilitiPs of ~ueh undertaking .. 'What may he 
ll·"''i'' 111. it~ itu•eption mny prow expedient when the organization has 
)luirw•l Ill"',. PX)'Pt'if'IWP, -c•sta.hlished its business and aceumulated suffi· 
,.,, •:t .,.,.,,~,-p, tu takt• up Iww .v~ntnres. ..Jt ~eems advisable at this stage 
u[ cle~elopment of tht> Co .. opt>rative ·movement in India to undertake only 
·rhe .ntLes~ary functions. This is the .eon elusion to be drawn from 
:he· 'failmes of some en-operative societies which found it difiieult to re­
st.•t th" temptation to hold up produce in the hope of getting a better 
-price. ·The preliminary Report, published by the Reserve Bank, advised 
••imtion in the matt.e1· of holding up for a rising market. "It is often 
urgued that. the most important factor which prevents the farmer from 
nl)taining tit~ full price for his erop is the fact that owing to.the laek 
.of ·holding power he has :to sell 'his produce inunediately after the harvest 
c··;ru. though the priel!s may then be low, and there is. a widespread 
'.rmhmmt that if the farmer could be helped to hold up his crop till 
priers improwd he woulc1 be greatly benefited. 'llherE' 1U'e · o1:4viously 
two sides to the question. U .a .large portion·.of a crop .can.be .held .Jlp 
in this way a decline in prk-es at harvest. time might be pTevented, bu' 
t•he ·produce must come on th" market sooner or later. Storing· means 
uost uml riSk of tall in prices and damagE' Blld these nlight more ·than 
c·IJuntPr balance ·the problt>matical higher priee that is anticipated. 
Without great <kill and ·an intima~ knowledge of the facts tegarding -the 
-ma~k~l .dc•mand for -the 'producE', nn t"Xperiment in holding up a erop 
rm~ht ·pr~'v" more ha1'1IIf~l ·~lum be?eficial and if it was attempted by the 
r·n·overatL've godown somebes, wh1eh would not ordinarily · possess 
-t~~·e ~ualifications, it might involve them in ·serious loss.'' <A. -erisis 
like, -~h•s ocou~red early in 1940 ·when the ·prices fell instead of rising, as 
~·lk· ~CMI'Il!ly expeetl'jd, on ·bhe . outbreak of war. C()...Qperative· market-
lllj!' ,,n ·I~cha should, ·therefor~. ·make a cautious start. · . 

. · :'. Tbt>~e .are ~any •CIHlperative societies :which eommenae Opelra·. 
110111' ·"-X<'lu~vely :w1th the sale of one !arm product 'but eXpaio.d ·.to ,m. 
•l~de .a nn~ty of product.. In Demnark, the re11.eral pnetioe :was for 
one ,eo.opfll:'llttve •IIOOiety .~.deal with one !arm product and a farmer was 

,il -.her of .1111 ,many co.operativee :as the ll'IUilber .-of ' produetl!l. ,of Ibis. 
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fami. The same ·was true of·the United States. The 'practiQe is, how­
ever, changing wud ne obje~tion is t~k~ ·now "to one co-operative society 

•tieallilg with a 'few 'Close-ly "related farm products. 'The ad,vanta.,<>es ot 
a single ~ommoditYl eo-operati've are : (i) 'identity of interest of members, 
(ii) 'f!lodest resources requireq, (iii) limits .to the capacity and effieiency 

··oi.the··riumager; ·-and '{iv) ea.~e in allocath}g·ihe eost' of·'iuind!ing one 
commodity. If closely related products like fru~ts · and vegetables, art> 
dealt with by the same co-operative society, the following further ad­
vantages are likely to be gaiued : (i) continuous marketing ,is facilita­
ted, if the seasons of the crops concerned are ditf~rent, (ii) 'overl•eSd charge" 
-1~ unit -hanclled are ·reduced·, and (iii) 11 fuller line of commoditi"" is 
availabl!• all( I · bu)J'rs •Ill'!' bettl'r attracted. 

•Methods of pandli71g and ,paying for .farm pro!lucts.--:-

10. Ther!'l •II'P threP methods of bllJldling and paying for farm 
··products follow<'d b;y eo-<Jpl'rative societies, t•iz., '(i) paying ,the farmer 
'Cllllh . on d<'lh·ery of hi~ produPt>~, which are thus bought 
uutright. (ii) ·payi•u!(' the farmer wJ1at his iJHlividual products are aetuallr 
~old f<>r, after derlm•.ting the eharges made hy -eo-operative societies, anll 
(iii) paying the farmer tl1e !Ult pool prire after ,the product.~ in the pool 
to which his "'"''" adde<l are sold. The advantag~es of outr';gltt purchase 
for 'ca-'h are : (1) ·falling in ·with ·the usual ·ma,rll;rt priJ(;ticf\ (2) the 
~atisfa•·tiou of the farmer's need for immediate cash, (3) the elimination 
of th~ factor of uncertainty~ (4) meeting the competition of prijvate 
traders whn ha\'e a pnwerfnl.appeal in' th~ir cash ofl'el'ings, (5) increas­

'iug the soeiety's·vohJmt' of business more readily by pnrehase from nOll· 
member;,, (6) ht•tter return to individual farmers for th<' superior quality 
<>f their _products. ancl (7) the recluction ,in the ;volunw of ~work ·>n eon-

. n~X.iqn ~it)1 huok:kqepii!g-.' Onr of the Pisadvllntagc:< on.the other hand, 
-i~ that the sowiet;y assumes adclitional risks of prioo fluctuatiuttis. These 

ftuetuations follow no rt:igulaJ· cycle. and the amount of differ'enee cannot 
alway.s he pr••dicted. 1'he .-risk .is .specially large wbPu pli<'e; al'<' de­
•·liuing a"'l it is important tv ,remember that the bemefits of Co-operation 
are quickly forgotton, ,but the ·losses .haunt the memory. The other dis­
..a<h•antages 11re t/JP need for .a .lat'I!:P.:r .working capital, and the lll'<ll'f'.~it-y 
for P!llploying ,a higher paid .llilllUlJI'Hrial .staff :llrnd weakening-of ,the .bond 
t.'•'twP.en a nwrnbtor .,,na th" ..soQiety- as soon .liS th!\ price has heen paid. 
The, practice of .payment .of what is .ohtained on the sale of individual 
l';u·mer's products ba~ the ad,·antage of ohtaining for him the price 

· ":Y.hieb the quality of :the product .commands in .the market, and of the 
society being-able to work with a smaller c"•Pital, but it.aufl'ers from the 
·disadvantages of th,. cost -of tbe service to the farmer and the labour of 
.boobkeeping being increased, and of •being r~~gainst. ~n .organized 11nd 
orderly way of !IUirkAting. The .third ;met)!od, -'!liz., pooling spreads 

, mJU;keting .risks, .. ennbl.-s marketing accQl'ding to :a well-conside,red ·pl"'­
gramme, fa<~il,ities financing, and ·helPIJ .a society operating on a large 
~le ,to play an important part ,in fixing .and stabilizing prices·. It may, 
·::t\nl\·~ver, ,lea!} to &peculative .operations, . against. which the co-op~rative 
society must be on guard. For full benefit.<; bemg reaped from It, tht> 

• 
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society ·must have .. an expert. and adequately paid ,manage~, · Jn COI!Jlt­
. · · lik' "'--·mark U S • and Canada where oo-operat1ve marketmg l'les . e ...,.,.. ' , -""' . . . . , d 
~~ most highly <levelope4 the practice of putright purchases ls.--ra;e.,lli';l 
·thai of pooiing ed· def;rred payment common. Advance. :e,ayments to 
·.relin•e the farmer of his immediate need for ,cash ~ m11de ~<!-er; :the 
delerred _ payDlCt system, the amount of ad~ce bemg a ce~ .·per. 
1•entag,. of the p:rice whieh is based ~11-. quotJitl?ns fi~¢ by Pr1ce Quota­
tion. Committees set up. by . co-operative soCJetle&. 

Marketing contracts.-
. . 11. ·A common featllre oi marketing societies is a contr11et for. a 

certuin pfl'iod, with each member, binding him to deliver his prod~ct, 
eithe1• all that he produces or a proportion based upon the allvance which 
he take11 f'Tom the societY~, or the size of his ~arm. This has b~n found 
n<?cP.,sury in order to be assured of a sufficient vol~e of bus!Dess for 
a l>Priod lung enough to meet the expenses and establish the society, ·and 
to ensure the repayment. of advances, thus sustai~ing the 'credit o'f •the 
fal'lller. . Tl1e membership contract for from 1 to 20 years is •universal 
in Denmark where the spirit of Co-operation is so deep-seated .. It. is 
also universal in U.S.A., but there, probably, for the reason that the 
hpirit i• not oo deep-seated. 

Present position of co-operative marketing in India a. brief review.-

12. 'co-operative marketing of agricultural proifu1!ts has made 
~ome progt·eo;s in India chiefly in ?.fadras, Bombay, the Unitt!d Provinces, 

· Pnnj,lb, .. Central Provinces and Berar, Bengal, Coorg, Baroda . ~d 
M~~ Ul'C. . • . 

13. lfadra.s.-In Madras, there were 181 primary marketing societies 
nt the end ofl943-44. They issued loans to the extent of Rs. I 3D .18 Iakhs 
nncl >olrl pl'(>({uce worth Rs, 91.35 lakhs. These societies dealt in a 
\"ariety of ~toods lilte paddy, groundnut, cotton., potatoes, etc. Twenty­
•·i!!ht AAle societies owned 37 godowns ; 25 p~r ceut. of the cost of the 
lfOI)Oll"JIJI WIIS nU't from a .free grant and the balance from a' iong-term 
Jorui "from the -~vernment repayable within 30 years. Besides thru·e 
\\'Pre li mnrlMing- federations which sold produce worth R,. '·55.6-7 

· lakhs during 1948-44. The marketing societies and the federations 
. Wt>n> r•oo~mize.cl as the agents of the Grain Purchase Officer$ for the 
ptll'l·lm.ot> ~f paddy and rice. The fe~erations undertook the processing 
a.nd ~l'lllhng !'f p1·oduce .before sale m order to ensure an additiQllal 

orM utn.· to the );lr_odn~e~;' The- Provincial :r.rarketing Society at Madras 
• tio-or~~~~~t~d th~.' ac?\'lties o_f ,the'_ other . m!U'keting organizations in ~he 

pro\"!n<·e. h muJDtmne? 8 nee rahon depot!!, 6 fuel ration depots, 2 starid­
ard cloth ~epots, 1 fr;tnt de:pot,· 1 vegetable godown' and 1 sales· emporium 

·for ·~~rko>hng the products of cottage industries. In the extraordinary 
· con_d1ttons · e~tt>d by the wor_ it was 'allowed to transact • retail 
'lmsme,~· '!!so~ Th_e :Madras -Government haye encoura~ed ·co-op~tiafive 
"'tle soctetles and -~liral co·o);lerative credit societies to eonstl-uct their own 

· ~?dowu:~ ~y ,o~"_r,~g:~l?~~s o~d f;ee grants, th~ loans beil\lr for a period 
.. ' ' ' . . .-.. . 



o.f ~30· years •. Eacli year ·the' Government plaeed" a' ~ump: >aunr at the 
1isposal> oJ: the. Registrar" for the grant of loanli for tli.e construction of · 
godown.s. lle.si.des the 28 sale societies owning 37 godowns, 49 credit· 
societies have built 52 godowns. The total cost of construction of godovrns 
~as ,l}.s. 5.13 laf.hs. Further, the Madras Government &a>lctioned 20 
godqii:J!S ·~u"iug n~. (I.!'J lakhs out of the Governmen+. of lroha nr.:mn<i-
nat l•~mid.. . 

14. Bomba.y.-There were 142 sale societies at the end of 1942-43 deal-· 
ing in cotton, fruits 'cgetables, chillies. areca.nut, paddy etc' The t•tal value 
of sales effected by .them during 1942-43 amounted.to Rs. 281.5lakhs. In 
some areas. they azted as agents for th~ purchase of foodgram~ for the 
Civil Supply Department. Special mentio)l should 'be made of the · 
cotton sale societies at Gadag and Hubli which sold cotton wor.th Rs. 24.39 
lakhs during 1942-43 and of societies in the Surat District and Broach 
sub-division which sold cotton worth Rs. 35.64 lakh.s and cotton seed 
worth Rs. 8. 38 la~hs. The societies in Surat and Broach >Upplied 
pure seed to their members and pooled the produce, and established 
ginning factories. They have also organized themselves into . a sales 
union for effecting sales in the Surat market. There were alsn a number 
ofotlier purchase and sale ~ons in the proVince·. A. Provincial Market:. 
iug· Society co-ordinates the working of the sale societies. It has orga­
nized a price intelligence service for its members, and has four sections 
for cetton, grain and seeds, fruits and vegetables and consumers' goods. 

15. United Provinces--There were 116 marketing linions in 1942-43 
for the sale of wheat, barley, pulses, oil-seeds, hemp, tobacco, etc. There 
were also 727 ghee societies and 8 unions spread over 12 districl:6 which 
handled ghee worth Rs. 3.54 lakhs and made a profit of Rs. 1.29 lilkhs. 
The greatest achieYement in co-Operative marketing has, however, been 
witl1 regard to the marketing of sugar-cane. There were 86 central cane 
societies (unions) and 1,117 societies. The workofcanedevelopmentsocie­
tics now covers 17,325 villages. Over 80 per cent. of the 16 crores m.aunds 
of sugar-cane u~ed iu sugar factorfes is supplied by co-operative societies 
and unions, which provide seed and manure. make adva.nces to their 
members for culti.-ation expenses and a&"'ist in selling the produce to 
the fnPtol'"ies. 'l'h~ Government 11av~ macle it an offence for a factory 
to purchase sugar-cane from a member of a society direct and have fixed 
the r:!te nf e~>rromi.<•ion tll hP rPali7.Pil ·frnm fnctnriP~. These unions have 
ai><D 11!HlertRkPn proje~t~ snch as road development and the opening o~ 
seed store.<. A. Co-operative Development and :Marketing Federation 
has been recently org:animd to eo-ordinate the activities of the various 
marketing unions. 

J 6. :Bihar.-Bihar bas n lso org-Ani7.ed the eRne development societies 
exactly on the same lines as the t'ni1ed Provinces. 'Ibe ~quan'tiot(y: of 
-cane marketed through them in 1942-43 was 90.36 lakhs maunds. · 
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.. 17, l'llnja.b.-At the end of 1943-44 there were 37 sale societies· and 
ocommission shops in the PunJab. Goods worth Bs. 78 .lakhs were sold. by· 
them,. during that. year .. The- Okars Zamindar Society alone sold goods • 

worth RB. 38•2laklu;. 

18·; Co-operative' marketing· has to a limited extent made pr~ress 
"' uiher provinces like the Central Provinces and Berar and Bengal and 
"iso in Coorg, Baroda and Mysore. 

Reconnnenda.tioll&.- · 
19. A:. Targets.-We recommend that within 10 years, 25 pel' cent. of1

· 

·the totnl.annuul:mlll·ketahle surpltls of.agricillttil"al'produce should·l)e'so1d' 
thron~tll co-operative organizations lllld that for· this · purpos11· 2,000' 
marketing societies, 11 provincial· marketing societies• and an' .A'J.l'-fudia· 
Marketing Association· shmJid: be· established. These organizations will 
perform all•sucb RerviceR n•·are necessary for·efl'ee.t.ive marlwting"·orr~oduc • 
like as~embling, storing financing; standardizing; selling and transporta­
tion. 

· io. Jr: Lilllting of Credit and Marketing.-(i) We are of the opinion 
t-hat for the proper development of Indian agri<!ultural econo­
my, credit ,. sho~d be lin.k'ed with marketing. Td enslll"e 
this we recommend t:hat one of the conditions Q,1' J~llllS- given· 
h~· a priumry soeir·ty, whose establishment we ha,·e. , recommended in 
l'haptPr III: should he. that l"ach member wiir seli all the mar~etable 
''"'pins of l1is farm prorlw·e through this primary society. 

· ijj) It sliould be the duty of' the prin111ry soeiefJ: -to assemble·thA 
p1·od ui·r• ·nf its memli~rs. 

(iii): 'I1i:ansportotioll' of the • assemblerl 1 produce should in all cases , 
),.. superYised and where neeessary arranged for by the p.;,mary so­
t•wty. 

· iil"') Tl1e di11 ics or tlie primary· socic·ties liS regart]s·' marketing will· 
we ·are recommending, and on receiving the payment for it, 
II"P are recommending, and on recPiYiug t!Je payment for it. 

. I v) ~he payme~1t to the . Jllemb.er :by th<" primarJ• society may be 
1undf' by 1t out of 1ts own funds, 1f they are sufficient. or out of the 
·~·lvnnrP. wltich ma~. hr.. tnken .from the. marketi·ng -society ,OJ" the •centra],, 
hnuk 011 tlw "~'lli'I!J· of· !(nods. Thl' primary so~ietJ•· .,hould· pay to a 
HIPJ!th~·~· 11flt'l' k~ephr~· un 11dequate margin. 

. 21. C. Market~ng Societies.-(i) At each of the 2,000 maunds (whole 
sule mark~ts) ltnd,• lll ally ease-, fOl' roughly·each grotin of about· 200 v.iil'"' 
th~J'C should be·al ffiark~Dif~~mrt!O'.' , l · ' ·, 0 ~ , I' ,~o€S, 
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(ii) The main- function of a mathtipg society will be to arr~" 
for the sale of the members' produce to their best advantage. n. -Y 
a.lso undertake the functions of pooling; grading and proc("<Sinll:. A> 
has been noted earlier, these functions are discharged' in highly develOJ• 

· ed cO'operativet:Ocieties; in countries like Denmark, U.S.A. and Ce" .. •, 
although the practice of outright purchase ia rare, pooling and defel'reii 
pay,ment are common. We would, however, add that the ultiJHI& alt­
jective of a marketing society should be to pt>rsuade its member to ~ 
to pooling so that it may be able to discllargP t.he functions of gradi~, 
and if: necessary processing. 

(iii) . Th• ·marketing society may give an advance to the.· m-ber 
after kPPJ>hlg an adequate margin at the time thP' produce is dPlivered' to 
it'; 'l'he pwdu<>e will be· kept in a warehouse· or gorlown' under· the 
Ctr.>iOdJ' of ,the ·n,ark<>ting ·society and the· bank which may be finMnin~. 
it; T~e balance of the price will be paid to the primary ~ociety; -.d-.. 
ing. -a~ dis<!.USSfd.in the introductory· nart of this Chapter, to the ..... od' 
oC pay!lnen~ adcipted. • 

(iV')' Every.- marketing· society sh'o'Uld have· at least' on~··~~· 
whole eost of which should· be··metcby< adree• !ll'>Illt' from· Governme•t.a.•· 

. proposed i;11 thP. Punjab. 

(vl. 'l'he.·Gov<>J;nment slwnld· give a-~ubslit~· tb the marketing·so~ieti<>~; 
for· "t Ti-o~'t' the fii~ 5 years to meet thE.' cost of the staff employed. Tlii•··· 
subsidy. ;hOuld·. h<• upi to nO per' cent. of th~· establi~hment PhMg?a• for.o 
the first 2 :wars ·nnd 25 -per e~nt. therea:ft.,r· till tlH\ fifth· yNl.r. 

(vi). We .. re~"mnwn<l that, ordinarii~: •. a' Jlllll'kel.ill~t•· ... wiety: ·Should, 
h:.ve a snare capital' of'R~. 30,000 ann that every pdmary ~<oriety riieh· 
hec'lm<'K a m''lllbPr should purchase shares worth 11t least. R;;. 100.,' tli~> 
rest being· subscribed by individual memlwrs; 

(vii) Ou?right purcha.~es should IJt> mad!' up to a maximllln of 
fh·P. times the value of' th<• ~<hare. capital and 1 esprves uf th~ marketin!! 
Sfl~ety. The risks involved • in outriglit purcl1a.«es are great, altiio~ 
these may be minimiz~d if effectiv<' measures for the ~t.abilization ot 
agri<·nltnr!ll prit>P<,· as eontemplated h:n thP ·Government. a"e tak•n· .. 

(viii) We recommend that, ordiWirily, t1ie marketing Hoci<>ty should 
not hohli o:er· produce in the hnpe of' a ri.~e in pricPS·; hut it may be 
clone uud~e:· Pxtt·aordinarv eireumstan••e:< with thP ach~ce of· th~' Pro• 
vineiall Mark~ting Ro,·.i•t.y: t.lie est.ahli<hmerrt of wliieli wr arc recommrnrl' 
iug· els<>Wl1Pl'<'.'. 

(ix) We· re~onuuend that in rvery ease, Hl!l'irultural produets should 
lw stauc1ar.dir.ed ·and graded;. For this' Jlllrpo,e, the Govl'l'llment shonlrl 
plHc<'·' tlw ,f,'l'viees-of an Tnspeetor of th,. A!.!.l'i•·nltnrnl Department· at· 
the flispo~al of. the ·marketing so,•iety. ll1e rost of hi• e.mploympnt. bP.in!! 
horn.,. l1~" tlw Gmr~rnm""! . 



.,,~?"·The ·marketing society,·-b~~id~ 'Performing the functions of sale 
&u<j;it'ti~ mei1tlon.M abon\ slwuia arrange for supplyllig 'consume~· .stores, 
imp~oy~d se~, fertilizers and ,manure .. We. suggest ~t the sale ~f 
thf~~irles should b~ made. throygh .the p!'lmary. socie!r •. ~Jlet;~;ver 1t, 
cxistli ;, . 

·r.:_:ff• We rPcom'mPnd that agriculturist members of the···coJ!Uilitrees1 

<>( tnl:h!mlated markets should be nominated by marketing societws. 

· (.l~ii) There should be no objection to separate marketing societies 
iuiing organb.ed tu tleal with important crops like cotton, groundnuts, 
su~'~f,~lleat, rice and jute. · ·. 

:.1.22. _D, Processing Societies.-We are of opinion that where a ·sale 
society .. is unable to put . up a proCieSSing plant ii!sel:f, separate 
proceesing societies formed of such sale societies may be necessary. We 
reco~~d that they sljould be established for such purpOEes as cotton 
ginning, paddy husldng gur making, decortication of groundnuts etc: Th(· 
f~~q.quired for the fixed capital should be provided by, the Oo'·ernment 
as a loan-repayable within-not more than 20 years. · 

23. E. Provincial Marketing Societies.-(i) .A provineial market­
ing . soJ:iety should be organized ill each province 5n order . to 
co·r;>rdinatc the working of the va'I'ious marketing organizations 
suppqr · ruurkr-t intelligence and act as the export · agency 
for inter-provincial and foreign trade. It should arrange to supply 
t.o Yilluge primary societies and marketing societies information as re. 
gard.!l'}ftices and stocks and arrivals in the main markets with which the 
latte~ ~ave dealings.· · 

(ii) The provinciall marketing soeiety wiLl requ&Te godo"Wrul for 
stol'iug produce ; the Government should par the cost as a iree grant., 

{iii) Government sliOuld give a subsidy for the first 2 years up to 
50. PS'Iio.r.~nt. of the establishment charges and 25 per cent. 'thereafter 
till the 5th year. 

(iv) The membership of these societies should be open to village 
prima~ societies, mq.rketing societies, central banks and individuals. 

, ;34, F. All-India Marketing Association.-(i) It may be desirable to 
set Jlp au nli-Iudia llfarkctinil' .Association to co-ordinate the 
activitlf,s .. of the prnvinPial marketing societiPs and to estab1isl1 
contact with mark~tin;: organii.ations abroad and to act as a clearing 
house of information on all aspeets of agricultural marketing. 

. .(ii) The co•t nf tl'" otnfl' nr thi• nr~ani,,,tio,., wlt~n ostahlished sr<>nld 
be borne by the~ GovernmPnt of In~ia for at least the first five years ; 
afterward!: the hovernment should g'!Ve a grant to cover 50 per cent. .,:f 
the _est~bhsbment ehar,Q"es. We do not, however, propose that tiJis or­
ganlZntJOn should be started immediately. We leave the decision as to 
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iqe right time for its establishmcwt. ,to. the· Jdl •l:nd.i,. C9Ultcil of Co­
operation the creation of wbieh we are 1 ecommending at ••,nuthPr p!ae•l 
in this Report. We suggest that it should be the duty <1f the Council 
tq,._ reView the circumstances and condition~; of.. ~o-operath:e. marketing 
ev~ year in its annual repott and ·to I-eeQmmend "'hen the time 1:; 

rf~~ _for establishing_ ·an All-India Marketing . .Associatio1i. . . 

·25. G. Warehousing.-(i) We recommend that a system of licensed 
warehouses should be established and legislation introduced for the purpo~e. 
R\~:hould be'the duty Jr the Provmcial'Co-opmtiV'e Couneif.tO recb~mend 
tii1c'esta.biis~ent .. oJ: .~-oP~!'~tiY.e 'wa~eli0ush1g ·5oci~ilis in suJtabJ~"&reilt . ~ - . . - '.. . . . ' 

(ii) We recommend tlult godowns ownEd by the Central and pro­
vincial governments and the Defence Department 8!ld. .not .req_uired by 
them after the war should be handed over to co-operath·e marketing 
organizations after the war. .. · · · · · 

.Estimate of C!)llt (fo.r ]Jrltish lndi&.).-

26. .A. Marketing Societier~ 

:>l Number: 2,000 
[ii) Eotablioobment: 

Manag.,.Ro. 100x12x2,0CO .. 
Aoccmntaot..C.oblor &. 76 X 12X2,000 

, • R11, 2:4,00.COO 
•• Ro. 18,00,000 

Ro. •~oo.o.oo 

.Ov,t of the total expenditure of RM. 42,00,000 Government will -pay 
half in the lh·st i wo years and one quarter in the subsequent three yeara, 
i.e., Rs. 42,00,000 in the fiNt 2 years and Rs. 31,50,000 in the 8Ubae­
AfUent t!wee years. 

Total: Ro. 42,00,000 + Ro. 81,50,000 = Rs. 73, 50,0CO 

(iii) Grading Officers (Inspectors) from .the Agrlculturalllal'keting 
Department , (One for .four societies on an average. ) 

l. ~~~.;nber: !iOO 
:1. Cost Ra. 11>0 X 12 X ~00=-Rs. 9,00,(00 

This will be met by the Government. every ,Y"ear as 11 reeurri.ug ~­
:pense. 

{iv) Godo:wns. 
' . 

1. Numbor: . 2,{100 
~ .. .cn.t,. Ra. !!0,000 X 2,000 tRs. 4,0fl,fi\OI;Q 

:]:he -entire cost ,wil.r' \}e given: .a~ a free ~ant hy the Government. . . . - . . 
$ Processinu ·SoCieties. 
----....---~-..,.---:---.-.. ,---:--:--_,-....,..._....,.. ...... 
'No'eatimate of coat of and pei'30Dllel Co~ \hi.o'aocietict ~·~ b~oo~~lliado (or -.:~nt pJdatJ~,. 

JMO)[~fAgri. · · · · 
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c. provincial Jlal'klling Societie~. 

(i) Number: 11 
(ii) Estab'iehment: 

I ManagorlU. 1,000 X 12x II 
! Asst. Man go111 Rs. 500 X 2 X 12 X II 
J AoouuntantB Rs. 260 X 3 X 12 X II .. 
J Cashior Rs. IIIOX 12 X II 

3,82,800 

The Government will pay 50 per cent. of the total establishment 
coit for the first two years and 25 per cent. during the subsequent three 
yu.rs, i.e., RB. 3,82,800 + Rs. 2,87,100 = Us. 6,69,900. · · 

(iii) GodoWD.II : 

(<1) Number: 3 K 11=33 · 
(b) Coot: Re.60,000X33=Rs.l6,60,000 · 

'rhe Government will give the full cost aa • ~e grant. 

, . D. All-India Marketing Associat«m. 

Establishment: Rs. 1 L \kh per yon.r. 

The Government should near the full cost of establishment for the 
lint 5 years and afterwards give a grant of 50 per cent. of the estab­
llsnmeni charges, i.e., a grant of IW. 5 lalchs for the first five-years plus 
a recurring expenditure of Rs. 50,000 a year ; the rest of the expendi­
tut·c Rhould hr m~t from the contributions by the provincial marketing 
~oeiet irs . 

. E. Got•e•·•~>nMII Staff f~ O~ga,;ization, Supervision ~11d Dwcy,twn,· 

'l'hr Go,·ernment in all the provinces should maintain an adequate 
~tall' for the organization, supervision and direction of the various ma.r­
keting organizations. A rough idea of the estimate of th_e cost every 
y~ar is given below ; the expenses will b€1 recurring. 

(i) There should be for marketing alone, a Marketing Adviser to 
the Registrar in each province. His salary and other expenses will be 
It least Rs. 1,500 per month or Rs. 18,000 a year. The total expense~ 
for all tl1e proyinces \Vill be Rs. 1,98,000 a year. · 

(ii) There will be need for about 4 As!!istant .1\Lirketing Advisers 
to the Deputy Registrars in each province or about ~ such officers-in · 
British Iddia. Under each Deputy Registrar there , will be about 
30 marketi~ig societies. The Deputy Registra'r will be in colllltant 
touch with the consuming centres and will work in close collaboration 
·•ith the Marketing Officers of the Agricultural.Depal.iment. The salary 
~nd other expenses of au Assistant J.:farketing Adviser .will be about 
Ba. 500 per month or Rs. 6,000 a year. For 44 such officen the expenae1 
will b& Rs. 2.64,000 a year. 
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(iii) Th~re will b~ about 200 Inspectors for or~aniz&tion supenisi01r 
acnil. direction of Dlarketing organizations, that is, about 20 Inspector,. 
_ilt each province, and each Inspector will be in charge of 10 marketinc 
1100ieties. The salary and other expenses of an Inapector wil~ be R.. 
3,1;00 a year or Rs. 4,00,000 for 200 Inspectors. 

(iv) There 'Till be 100 Auditors for auditing the marketing organi­
JWitionll. Each Auditor will have 20 marketing societi~ in his charge. 
The salary and other expenses of one Auditor will be Rs. 2,000 a yeu 
~ Ra. 2,00,000 for 100 Auditors a year. Free audit will be provided 
fur the first five y!ears ; subsequently audit charges will be recovered 
f.f'om the soci•titm concerned. 

The above estimat!lk are giveu -iJ1..a tabular form below :-

)( .. 
II .JC.rkoting AdTiooro Ill K IS,Q(I(I) •· 
« A.aatt. M&rltoting Advioen (.Ux 6,000) 
~00 lnapeotoro {:!OOx 2,000) 
l-88 A.uditoro (100 X !,OOOj 

To::al 

Total anna.a:l 
t•:r pauses. 

Be. 
1,9S,OO. 
2,U,OOOJo 
,,00,~ 
%,00,00&" 

10,6!/)0t.. 



CHAPTER VI. 

AGRICULTURAL CREDIT. 

C'onditlons precedent to the solution of ·the ·Problem of agricultural 
eredit.-

< a) Need 1or ~e reorganization of rural economy ....... Various co~~ 
mittceR and commissions have in the past surveyed the problem Ilf .1\gJ:l.· 
-cultural credit in India and indicated the lines on which its solution 
would be attempted.- Ree<?ntly a •sub;eoliUllittee of the .AgricnltU:Z.al 
Poli,cy. Committee under the chairmanship of Prof .. D. R. Gadgil ~1_1-v,e 
oexa.'!iined the problem afresh and have made detailed recommendation;; 
-whieh the Government of India have b~·n good enough to make avail­
·'i11lte to us. The Committee have examined· the position ofl·nral inaebted­
~ Ill great length and have made detailed ¢corumendations ·for. the 
l'eOrganization of agricultural finance. We, ther~fore, consider it' un~ 
lteeessary to make an extensive survey of the existing conditions in this 
l'.esper,'t. .Ai, however, ·any measure caleulate,d to aJfec,t ~he credili 

11tructure is bound to have important repercussions on the Co-operative 
movement in many respectR, we feel called upon to examine the more 
important recommendatiolls of the Corumittee and express ou.r opinion on 
'them. The Gad gil Committee have pointed out that. it is not possible 
~ evolve a sound system of agricultural credit in India without tack­
ling the problems :lf tl1e ag-ricultural Peonom~· as a .whole. This will 
11ccessitatr mnrmg- <-th~r thing-s a pi·oper· disti-ibution of populatiou 
b<•t.ween agriculture and industr~·, the creation of economic holdings, 
the mnilltPnance of ll!!ricultural prices at a profitable level the provision 

'Of a<lequale irrigation facilities and improwtl transport, the establishment 
<Jf bUbsidiary iudustrh·s, de. It i" ulso neces;ary to reduce the burden 

-<>f past debts 8inee the charge ou this account is too heavy to be borne 
oy the currellt agricultural economy and is therefore a drag on pro­
oductivP activity. 

~hi Relief and rehabilitation in areas of cbronic deficit economy.­
Tltere arc ccrtaill tracts in India which periodically suffer from a failure 
-...f the monsoon OI' floods. .Agricultnr;sts in such areas should, in ad­
..,Jition to the gratuitous relief usually afforded at such times, be given 
.adequate special purpose finance at <·oncessioiL rates for ensuring that 
othose emergencies do not lrandicap tlw producers for a length of tim11 
11fter they have passed. Th<'rt>. ar> oth<'r area~ where distress condi­
"'tions are ch1·onic and almost form part of the cycle of production. In 
Ruch cases, the economy of the whole area should 'be reconstructed by 
lon!!-tcr·m programnws for elimiwrthr~r the recurrence of calamity eon: 
rliti?I"' or. to ueut11ilize _the effects of their incidence, so as to place the 
agriculturist producers m a state of normal soh·ency. Some particular 
al{ricultural corum~ities or classes ft·nm secure areas also perpetually 
work under a defiCit cconom~- because of social or economic handicaps. 
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sue~ 8!l the bacltwarduess .in education pr technical knowledge. Their: 
problem ,,;n be solved only b)~ a complete plan of ·lehabilitatwu worked 
t>y a State .Ag~ney 

'Gadgil- Committee's recommendations.-

2; -After outlining the steps that should. be taken as au es~eutial preli­
minary to the introduction of a sound financoial system in rural areas, the 
Com1uiU.ee proceed to Inake recommendations as regards the future struc­
ture of ;,gricnltural credit. The conclusions arrived at by the Committee 
-ar~. as follows :-

(a) Regulation .of wo.cey.Jending.--•.ii The money-lcnuer is at present the 
Il\OSt important port of the ugl'i.cllltUral credit IHilChlno>-y un<l it is not practic­
able to djspel!Se w'th his services in the immediate future. Hu, howewr, :follows 
m11ny "vi! practices anu hi; charges are many time" out of all proportion to tht 
risk involved, and it is, therefore, necessary <!lirctively to regulat~ his activities-

(ii) A Stute inopectiug and superv'•ing agency should be set up in eaca 
~ee to carry <•nt periodical and surpri>e inspeetion of the books of tb.e 
iotoney-lenders in· or<ler to en<mre that the provision~> of regulatory Aets are 
~.~,....,.~; 'l'he agency should also publish. pe1·iodical reviews of the working of 
'Beli" Aew sinee Slleh · reviews wilt bring out the defects,. if any, in the ~~ 
leg,ialation- ·gnd m.U:e it possible. to take timely action to remove them • 

. __ ·(b) Develop~ent o_f .pr:v!lte in!lf,itut,"llal credit. In view of 1he vast needs 
ot'tb'e<aolltltry 'na' UJe· ·V>!Jii!lf cion<litions o'b!&ning witlrln it,· attempiB· should 
~ m&d.Y·to· devel<>p mi varled a. sy.tom .of fru;titutional credit as possible. ID 
'order to facilitate the supply of institutional credit, marketing should be l'eg(l"· 
:1atoo. hy law a11<f licensed warebotiPI'S s,hould be established and their reeeiptl< 
. .-~a<Ll negotiable.. . This will encourage the commercial banks to take a greater 
_p~rt in fin&ncing agricultnml marketing thnn what they are doing at preGeJlt • .. .. . 

(c) Agricultural Credit Corporatlon.-·Private !Credit i,n.stit'ufions parti­
«i,patiug in agricultural finance have not yet developed much in India. The Co­
&perative movement. also is not In a. position to meet all the rural 1-equirements 
,of credit. It i• not <lesirahle to extend the present system of State loans, owing 
to iht defect< associated with it such as-the .delay in distribution of loans, corrup­
iion of the low paid revenue officials, rigidity of collection, ete. It is, there­
f<tre, neceS'SaJ'Y t£; provide a new ..:onrce of finance on reasonable terms as ... 
alternative to the p,..,sent money-l<'nder 

Finch a flnar.oin;r agency shouM he an . autonomous Public Cot•poration 
•-"ttblished hy the Stntl> and working under its general supervision and direction, 
. S>teb Corporations •honld he set up in all provinces with the exception of thos& 
.·..mere the Governments feel that the co-operative flnancinl agencies are so strong­
a=d have such a lnr'l'e fi~lt! of activitJ that they can make finance available to 
a.ll cr<'dit-worthy IJorrowers, 

The Col'J)oraho:. •hould p1-ovid~ oil types of ag-riueltural eredit.. Its methods 
of buoiness should be similar to those of any other institutional sgeney like a 
·oo·op-et'!ltive bank. In providing finanee to a. borrower it should take into 
"""""nt-· the ·resl all!!•b< ownPd bv him a." welT as the nature of his busin-. . -
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TbL Corporation should deal with the more ~ubstantial eultiva.ton direllt!J' • 
"l'be :•maller agriculturists should be persuaded to f01111 themselvos Ulto eo-opera­
tive tl<lcieties or where this is not possible into borrowers' group~. The Corpora­
tion moy j,mllltc to·OJJtrative organizations in two . eases, ~rr., (1) • 11·he.re 
apJ>rt>p•·•olc eo-operative banking inatitutions do not ex:st, and (2) w~ere, althon~ 
•a-operative banking institutions exist, thoy do no~ poesess . suftiel<:Dt :linan~ 
2'1!80lll'<lG&, e11re being taken in the latter ease to g~ve flnnnc>al ass1stanee only 
through the cxislir:o; arex bnnks. 

Tb" ebnrge~~ which an ~ulturist has to pay for his flnaneial reqni~~eat 
:are generully very high in In~ia. Agriculttll'e even unde': the bed; eo~ditioaa 
would lind it dillleult to bear such l•cavy cho.l'ges. In Ind>a where agncultlll!e 
is on any but effie\out lines, the rates should be reaaonably low or current ~ 
inlel'mediote flnanee and lower still for development finance. The Corporation 
sbould, therefore, p1·ovi<lc short-t.mn finnnce at a rate of 6t per cen~. -and lt>ng~ 
t<mn Jinanee at 4 per eent. which appear to be the proper upper limits for sueh 
ad•·anccs. The Corporation will 1•equire a certain amount of State assistan_ee 
in m~~tmg the needs of all agriculturists at these low rates. Sueh State asm­
iWIC4\ will ebi.,fly be in the form of not expooting substantial or any returaa 
oil tiw State eapitnl and funds wih tbe Corporation. For llnanein~ 
til~ less devek>ped tl'liCts the Corporat!on may require more subetantilil 
"help from the State 11s the cost of administration and eolleetion of loans as well 
as the ri.ks connected with them will be Ia~ in those a:reas. The &tate ma," 
:rend<T the necessary ,,.,;&taJJce by t.uch mCIUl& as all<>'~illg f:tel' ;use of · &ta,te 
f11ndl< <II' by tlireetly •nhsidizing eosts of administration, .of supervision, ete, · .. · •. 

<d) :&1~ or co-op~ativ~ aaenciea • .:..one ~aDa!~ · ot: the co..Operwe 
movcuu-nt .w~ll provftle the best and la..<ting solution of the ·p;oblem''of ili¢CIIl­
tUl'ltl ~n.,ht m ~~~~-~J<•ular lllld the P'i!bl<!Illll of rural eeonomy in general. ·· Bnt 
,ibe J>rcr.ent po•1t10n of the movement is not such ns to encourage . much hope · 
th"t it cnn pht~· a sul,stantial part in financing agrienlture much less to beeome 
tho onlc &Ul>l>li~•· of rurnl finanee, in the immediate future'. However ita share 
in thar llcld cnn he considerably inrrt'Siied if it is l'eOrg&nized and ibo wortiJig 
is imrrovetl on the lines suggested below • 

. (i) :rhe fro:rou .o .... ts of eo-operative societies should be liquelled by ~djm:w.g 
then· clanns oocor<hng to the repaying enpacity of the mem~ers in order to 
<'nnhl<• tire sorietirs to resume, their DDl'IDal working. · 

. (ii) 'r\lc .•!·edit ot~cicties •h~u~d ns a rule continue to be organized on an 
tmhunt~l habtb.ty '"""-" n~ .~nllnlltetl liability creates among the members 11 
sen~• o[ cnll~ctl\·" J'l!spons>bihty nnd nmtunl watehfulness. It also enables a 
Nllelr~· II• rn"" ooleqnote finan.., wbieh may otherwise be diJlieult to obtain 
limn•,.,.,., if tl\c liu•itation of liability is Jikel.v to attract valuable elements t~ 
~he ~IO\'Pllll.'llt 1t ma_y _he ~dop~ed provided that a 811boitantial part of the funds 
ll'ljrure<l by the ><lf•tet:cs IS ra1ecd through shore capital. The linb!lity of .the 
memllPI'll mny hr limitrd either tn tho ,-nltte of the shares <>r a certain multiple 
lh~!-r•nf. 

• · liii) '1'1,.. ~u~ictit·rl ~hould fiDIIDI!tl all short-term n··" .. of th · __ ;..;... . 
Th · . 1 d · d' """" e>r -~rs. · •y lila) 11 "!' u \'tmoe :n~erme 1ate-tenu loans for produetive purposee to the 
ut.nt of ll«!ir o-.b-1,... rap1tal aud Te~<en~a and any jJJterm•dial.e-10!l'JD ~ns 
tL8t Lh•_,. ll\1\Y he nhle to obtnia from their llnallthrg Ag~r.«<l&, 
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· ( ~,.) The security for adyances should ·ordinarily be personal, the credit­
wo~mess of the members being assessed on their rt>paying capacity. But the 

aoeJet,.,.. s~ould have a statutorr charge on the crop as an additional aeeurit;r 
for all thetr seasonal finance. In order to make such a charge efi'eetive its wilful 
brellcili should be made a criminal offence. l\Iortgage secnnty may be justiJIN. 
~hen the Joan is comparatively big and the period is long ; but ewu in sneh eases 
1t •hould only be a collateral, 

(v) Efforts should be made to grant loans with minimum deJa,·. For this 
purpose limits fur "aeh member IIJld each society should be fu:oo ;;.,h year ao 
that no detailed inquiries are necessary at the time of advancing loans. The 
•YHter_n of. cash crt>dits for societie~ with sound management and running credits 
iol' JDdiYtduals should also be mtroduced: wherever possible and responsible 
~ffieers of societies should he pennitted to snnetion loans up to a certain limit 
1n an ~mergency. 

(vi) LOans ,;.hould be advoneoo only as and \\'hen actually required. The 
disbnrting- of loans only on one or two da;ys during the year makes eo-operative 
liMnee highly in clustit• and drives the cultivators to the money-lenders. 

(vii) Special uttcntion should be paid to ensure that loans are repaid regu­
larly, even coerctvP 1tleasures being res'Orted to wh~re justified particularly in 
«BSSl8 of wilful <l<"faults. The loans for current needs should be repayable at 
the end or· the 118'rleultural season. The· period for intennooiate loans &houl<l. 
(;tdinarily be three years which may in :exceptional eases be extended up to tlve 
joiazos.. . 

b·iii) .The .rate .. of intere,.,t charged . by tbe co-operative societies to their 
Jll'llllbers is, still ordinarily above !J per· cent, which as stated earlier is too 
!teary 'f,;r' the ng•·ic:.lturi;!s 10·· ·beal'. ·' Tl;e societies ~'s.ho'uld, therefore, make 
every ciYo•t to red nee the rate so as not to exceed 6i per· eent:··in any ease. 
The Government •hnuld subsidize co-operative institutions in suitable eases fr>r 
~~nLiing them to reduce their. ratoi.to the above limit, 'rhis may be particularly 
neccS611ry where the size or the volunie ·of ·husin!'Ss of a eo-operative· sOciety ~ 
oinoll.- · . 

. · ( i1) The centrnl eo-operative banks Should organize their business oJi sound 
bllllking lines so that· they may be llble to raise f~da at cheap rates. 

(x) Au increasing lll!C should be made of the facilities offe.OO by th& RestM'e 
Bank ot India !qt advancing loan." for seasonal agricultural operations and 
marketing of crops at eonc~ssional •·ates. 

(xi) The efficiency of co-operative finance will be eonsidet'ably inerea:;ed 
it the OJlerations of credit societiPs are linked up with those of marketing 
•oeieties. For thi~ nurpose the s.v•tem of. 'eontro'led' eredit operating in Madras 
uude>' which a loan is disbursed according to the needs and is recovered out 
of the meow" obtained by the application of the loan, shf?uld be adopted f!v.ery-
1\'ber~ with siU!h modifications as may be neressary to su•t the local cond1tious. 

: (xiY The societies ~l•ould ensure the proper application of their loans party 
liy supplying their members' r"'luiremcnta in kind and partly hy stricter super­
vision o'l'er their operations. l'or ·meetiw.: the household and other needa t1f 
t-heir mPmhers th• societies should have direct re'ations with purchasing unions 
oild • consumers' stores. Where such Bl'l'Wlg"ment is not possible the soeietiell 
ibem&elves may supply the requirements as far as possible. But tbe;r ehouli 
'cl8 so on indent b'lllie and without undertaking undue tradiDg risb. 
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lu!colllllltnd&tiOns--Bole of Co-operative. movement.=· 
·We are in general agreeomebt with 'the 'Gadgil ColillXiittee's .. a'!la. 

ly:illo of. the llL'oliem of agricultural credit in India. In partieular, Wf 

emplmsize that the expall8ion of the Co-operative m$'ement will- pro. 
vide the best solution of the problem of rural credit in the country. 
Credit soeit~ti~s will, howewr, render greater service and ensure tli.eii 
own suece.,, if they do not contiue their activities solely to the supplJ 
o! eredit as they ha\·e done l1itherto but tnke up other activities as .re. 
COIJUUClu.led lly us in L:hapte1· III •. 

ReorgiU!ization of Provincial Co-operative Bank& on the lines of th~. 
Agricultural Credit Corporation.-· 

4. The centl'lll recommenllntion of the Gail gil Committee is that; 
t.mtt' nirl ~hould b,. giwn in a very much htrA"er mea~ure than has been 
d<>lll' h:tht>rto in th"' dir<etion of J•ural credit. }'or this purpose it Jill~ 
kU~gt•AtPd th• t>stablishmcut of an .Agricultural Credit Corporation;""fu: 
whidt tlw State Hhould 11rovide a pa1t of the working capital and t'IX· 
prnsc; uf atlm.inistratiou, and recommended. that each pro\-inee or sta,t& 
$l)ould prepur~ separately its scheme for the Corporation. It h"s furth.\lJl 
rteommeJided that "ia a. province in• wh.ieh Goverrunen~ feel that tllei 
eo•operative financial agenci¥ are SO· strong.· and 4ave such wide .. seopo 
that they could undertake all the work which we have indicated as- iu: 
the sphere of the .Agricultural Credit Corporation there WO!lld be n() 
oBji!Ctiou· if' a sepal'ate Corporation ilt nOt set' up, proVided' that rneaua 
are fouad for making fiDBnce tb'o!Jgh co-operatives available to ·'ail' 
ere~it~worthy borrowers.',. . . . 

We 11're of the opinion that not onlv in ROme provineeli where the 
to-operatiVe movement h&S attained a high· degree·ot·a:evelopment,c but 
also hi othl'r provinces and stat~s tht~ provfuclal co-operative bank ,o;_ 
otht>r central eo-operative financing organization can provide the agri­
cultUI•ist \Vith alt the facilities which' are intended• to be given by the 
.Agricultural CrP.dit Corporation. '' The same measure and t:vpe of aid~t 
a~ those l'CC~mmended to be given to the A!n"icultural Credit Corporation" 
sf1ould be gh·er• to the _provincial co-operative bank and ther·e would then 
lm 110 need to start a st.>parate organization for this purpose. Our reasOnll 
for 1his opinion Ill"~ as foiJows :--

In rhe fiM<t piact>, much time may be lost in prepar:Ug a seheme for 
th•: ntlv Atrricultural Credit Corporation, in passing the necessary legitt-­
latwn and in st•tting up the detailed organization required. On th~ 
other hund. the pro,•incial co-operative banks and other central cO.· 
opt'rut.il•e financing organizations are already in existence and can, wheriJ 
llel•esKa-)1. be suitably rPconstituted to shoulder the additi<mal· burdens 
"Wh!el.• will ~ imposed on them. In the second place, the .A.,otieultural 
Cretl1t C?rporation i~ inte~tlcd to de:U '!ith the agriculturist also througb­
ll.'e .medmm of. co-operative. oTgs.mzations· where tJ:tn exist. A pro;. 
vrncr~ ~ eo-operattve bank wh1ch has already acquired eltperience in deal• 
Jngo Wtth 1h!'<le ~oriptjes will; in. our, op:nion; b~ better suited· for tlii!' . . . . . ' 
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task.· Thirdly, the anxiety of the Gadgil Committee for providing a 
h1rger number of agricultJit;ists with i!lstitutional credit as an alternative 
to money-lenders' credit wilt be met "if"·the provincial governments adopt 
the targets fixed 'by, us~ for tl!e increase i11 the number of rural credi\ 
societies and the recommendations made by us for the expansion of their 
_number and functions. Such a course will ma:ke the be.nefits of insti­
~utional credit available to many times the present number of memberli 
imd· the bulk of credit-worthy agriculturists will· be brought into rural 
co-operative credit societies: Fourthly,· an .AgricuJtu,al Credij: Corpo­
ration wb.ich does not provide adequate representation in the management 
to those in need of credit is likely to be dominated by lenders .. 

In reorganizing a provincial co-opet'ative banlt, it will be necessary 
for the State to provide a good deal of the share capital, and for pro­
Niding finance at such a rat~ of interest as will help it to advance loallli 
to the ultimate borrowers at not more than 6i per cent. per annum for 
short-term loans and at about 4 per cent. annum for long-term loans. 



CHAPTER VII. 

SMALL AND SUBSIDIAB.Y INDUSTRIES. 

lntroductory.-
,\t"ordiug to th~ Census Ilcports, the percentage of th~ population or 

India dependent on agriculture was 72 in 1911, 73 in 1921 and 6!1 
in 1931 (the apparent fall in 1931 is due to a change in classification). 
l'limilar percentages for the population engaged in non-agricultural in­
dustries were 19 in 1911, 18 in 1921 and 17 in 1931. The industrial 
population is decreasing owing to the keen competition between small 
~raft• and rural industries, on the on!! hand> and large-scale industries both 
in India and outside, 011 the other ; and a larger number is seeking 
liHlihood from land. The pressure on land is, consequently, increas­
ing ; and the cultivated land available per head of population occupi<Jd 
in al,'l'icnJture is now l. 2 ·acres, and the average size of a holding :i"' 
?i acrrs as against 21 in Germany, 55 in U.K., 157 in U.S.A. and 1911 
in . Canada. The sea.~onal character of agricultural industry and the 
~mall size of his farm keep a villager, who owns land, idle for about 
Jr,o day~ in the rear. The plight of a landless villager is very mu~;h. 
worse ; he bas no independent occupation of his own, and his eeonomi• 
JlOkitiun is. •·onse<jueutly, so weak that he cannot avoid sinking into. ·.a 
$lUte of serfdom. 

2. The two main problems which must be tackled before any &ub­
~tantial and continuing imprm•ement in rural welfare can be expP,cte't 
art the relief of the pres.~ure of population on tl1e resourees by measures 
<'slculat.ed to improve per man hour productivity in g~nernl. and th~ 
trnnsfcr of a substantial proportion of the large mass of population fron1 
fanning to uon-farming pursuits. The SQlution of these problem~ i' 
m<we urg<'llt in view of the proposals which we have made in Chapter 
II I for in~rc!ll'e in agriculturnl efficiency. " The attempt at one 11nd 
the Name time to raise agricultural efficiency, increase or even maintain 
"~isting farm populations, and improve the economic position of the 
farmer is one of the most glaring esamples in the modern worlu of 
1h~ failure to ttpply proper economic principles in public policy- ·an•l 
••n•• of the most serious in its eon.~equenees. "• There must therefore 
bt• u deliberate policy for the occupational redistribution of' the popu: 
lation now seeking its livelihootl, in one form or another, from the over­
l>lll'Ot•ned land. 'fl~e task ~ immense as '' taking only direct agricul­
tural employment mto' account, it appears that about 15·! millions or 
21< pt•r ernt. of our potential male agricultural workers will neeu new 
":<>l'k, within or outside their villages, if we are to have jnst about the 
rlJEht nmnber vf men and no more on the land. If we consider ollie~ 
ur·eupntions as well, the best conjecture which we. can make is that in 
Hri1 ish J ndia alone, in the cOurse of the next decade, we must cr~at11 
•~ru, <~nployment in towns and in ''illages so as to be able to absorb 21 

• U. Jklshaw'" nrticle on "Foundations o.f Rural Welt&re" in tl•• btet­
a.tiollRI Labour Jlevie" (Mareh 1946). ,, 
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to 22 million male adult "·orkcl'l<, representing 33 to 35 per "ent. oi tl•e 
population.''" It may be remarked that this estimate do('S not take 
into account agricult.rJral unemployment which may be caused by 
lt>eehanization. What has to be done is in marked contrast witlt t!1e 
uisti.ng total employment in industries, the chief source of employ· 
meut outside the field of agriculture. ln tlje Ceru;us of 1931 special 
returns from establishments employing organized labour were 11ot 
"ailed for. ln the Census Report of 19;H, it is said : " In any ea.'l'l 
the number of workers employed in organized labour i.~ extraordinarily 
low for a population the size of India's and the daily average number 
of land& employed by establishments iu Rritish India to which the 
}'actories Act applies is only 1,553,169." '!'he latest occupational dis­
tribution of industrial labour i~ not known. WheJI the Census of 
1941 was taken, the preoccupations cause<l by the war were so urgent 
and all absorbing that the tabulation of the occupational statistics Wll~ 
-110t undertaken. We recommend that the QQvernment of India should 
:now undertake the tabulation . of occupational statistics, furnishin~r 

.tJJereby the distribution of labour in various Jcinds of industries, as, 
w1thout accurate guidance, it is not unlikely that, while agrieuhural 
industry is rdi~ved, its surplus population may be dumpe<l on some 
11h·eady eonge.~tt·d iudtL~trics, i~tstea<l of being distributed in a manu~r 
~ltich will res11lt in rai~ing per M1Jita nroductivity. 

'Tbe -trend of opinion in India.." 

3. One of tho most important aveuuE'6 of ,employment ror ute 
,aUl·plus populat.i01J- . is ~mall-scale and , cottage in<lnstries; · , Theftrend 
'U! well informed Indhm .opinion has always been in, their favour, and 
it has also been. su.ggesied that for persons engaged in them ~:a-operative 
.me~l1od of business is most suited. ~l'he Indian Industrial Commisbion 
"(1Hl6-l 8) ~tre~ed the intimate eonne:x ion bet\reen Co-operation rot<l 
.cottage· industries, all<.! stated that industrial soeieti<.>S should be or­
>~:anized and assisted by the State in technical matters. The R{)yal 
.ComuullSion on Agriculture repeated the suggestioli for orgaui:~ing village 
artisans on a eo-operative basis for Cl'edit, raw materials au<l marl;et.· 
ing. The Bombay Eronomic and [udustrial S:un-ey Committee (19:18) 
·.and the Central Proviw<es & Berar Inclnstrial Sur,·ey Committee (1C39 .l 
·also stressed the great need fo1· fosteting cottage indu,triP". More re­
cently. the Bombay Industrialists' Plan observed : " It is an essential 
·}>art of our plan fot· the organization of ilt<lustries that adequate scope 
should be pt·ovide.d for small,~eale and <'Ottagc industries along witlt 
·iarge-s••ale industries. 'rhis is important not merPly as a means of 
affor<.ling employment but al~o of reducing the nectl for <·apital, pm·t.i­

·eulal"ly of external capital, in the ~arly stages of tlm plan. It is uin'l· 
J>ult to define the consid••rations on ·which the choice between large all!l 
small-scale industrhos and cottage industries should be determined. '!'he 

·!uctors involved in thl' choice are nnmerous and often conflicting. But 
generally it may be state1l that while in busic industries there is httle 
$COpe for small industrial units, they have an importaut and u3eful 

·place in consumption goods industries where their function is in many 

• Tarluk f.ingh : " Poverty and Social Change" (Page 10-11). 
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·cn:cs complementary to·t)lat: of ·large .unit.s"'. The. 14~h: Confel'e~c . 
·tl1;~ Registrars .of Co-operative Societ1~s, wln~h met m 1944, fu.rtb.er 
<'lllJ•hasi>'.ed the i1nportance of cottag<; mdust.rws; 

Experience of foreign oountries.-
1. '£here at:e· valuable lessons to be learnt in coruJexiou with indus­

.ti'ial co-operatives fro.m forei(l'll coUJttrics. Iu. pre-w~r Germa~~·; ~1\e­
~ight.h of the populatiOn suliststed on cottage )lldustnes, the smal. }lro­
'<lne1•rs being grouped mto associations which bought raw material .fqr 
them in c·ouunou and sola their finished goods. In Japan, 60 to .7u 
'per ecnl. of imlustrial workers are employed in d?mest.ic industri~s, 
and more tha1i 50 per eent. of the exports, measured m terms of vah,te, 
an• produced in these domestic factories. 'l'here are 20,000 handic~a.ft 
cc-operatives in Uussia with a membership of l ,765, 000. In the· U.S. A. 
tho idea. of industrial co-operation is finding increasing acecpta~ee. 
In China, striking success. in industrial co-operation has been achieVe.a 
within a comparatively short period of time, although the success ~hr:re 
is very largely due to the extreme scarcity of consumers' u:oi>ds cause<l 

,by the war. 

'Industria.! Co•operation in lndia.-Ita present position.-
5. In Indi11, indust.i·ial ~a-operatives have attained. a varying mca­

llluc of success IUld their existing p<Ssitiou; is reviewed. below, und~-=. e~ 
elua of industrv ,_ · 

A, lllwlloom ind~.-This'· is'thir oldel!t :lind most · exten.siv~t 
'rural' 'industry in .:India. The "total· nttmber .. ·of ,,w.eavel'!l ;employeil 
in this indu&try is over 2A millions, and of p~ulatioii · depend­
ing on the industry 'is !(early 10 llllillions. The percentage of hand· 
loOm production of t!Je total imnual production of cotton cloth wa~ 
31.2 during 1938-39. The other im;portant features of this industry 
are : (1) the rang<of prcduction islarger and more diver:_sified 
than what the mi11s can prodiJ.ee ; (2) many thousands of weavel'S 
are without uu alt~ruative trource of occupation ; (3) the industry 
can be carried on without the need for a large .· work.ing capital, 
all its operations can be performed . at hmne by members of a family, 
und its market is at .hand .. The industry is, however, in a depressed 
condition as the weavers are under the influence of middlemen who 
are also money-lenders. The rnai~ problems facing the industry arcr :-'-

(1) 1'he problem of raw materials : Yaru which is the principlll 
rnw material accounts for ov~r 60 per rent. of the production cost. 
lfost of the weavers depend for it on the middlemen who give if, on 
credit on condition tha!t the weavers sell the :finished articles to them. 

(2) Tl•t problem of- finance : Finance is reqnired for the purciul..~ 
o~ equipment like looms, for· buying yarn aud other raw material>~, 
f .. r· payment ol .. wages to hired assistants, .if any, IUld to meet. the ex­
Jl~ns.•.s. of maintaining the· weaver's. ·family-·;. At present. the li11ance .-i~ 
tnoatly provided bv t.hP middlem<'n. · 
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·. (3) Puor teclt.n{que : Many of the· weavers are not familiar With 
tiie 1mproved methods of production. 'fhere is an absence· of nniforniit:y 
of products and standat·ds of quality. This results in a limited market. 
The ·need .for. :improw•d t<>ehuiqne see1as urgent as many cotton mill• 
Jmve · ~1arted producin); goods of artistic quality comparable to hand­
l<iom products.. Jmpro,·ements of the productive technique with regartl 
ro ·(a) J>reparation nnd introduction of good· and att~active <lesigns, 
'{~) employment of up ·to date looms and (c) dyeing and finishing ure 
more urgently necessary. 

( 4) Difficulties of Marketing : Proper organizations enabling tl<e 
weavers to sell their produc)s -at reinune.ra?ve prices are lacking. 'l'he 
middlemen serve at present in a combined ·capacity both for· fiiM.n"" 
and · nt!lrltetinfi". 

·{5} ''I'i"liimng "l'actmtes': ··'l'here 1is· a dearth •of adequate ·training 
:fa~!lities' · f'M ·-the ·weavers . 

. Even though Co-ope~ation among weavers has conferred some bene­
fit ju provinces like :Madras and Bombay, its contribution, on the. whole, 
towards the solution of tltese problelllS has been meagre. . . 

B.-Workshop industry.-The most important of the workshop in­
dusU"ics in India are those dealing -With ·{a) hardware, {b) brass and 
bell metal, (c) leather, (d) silk and (e) horn and bone. 

~} HardWll.re ·industry.-This industry includes the manufacture 
<Jf (a) agri·cuHural implements, (b) cooking utensils and other articka 
of ,dpnrestic use, , (c) •tools .and other articles used in vario\18 handicraft.~ 
ana ·p,.ofes.~ions. The preseut position of this industry · ia deplorabl~ 
ow;ng •t.o foreign imports and internal competition. The ·most Uol"gent 
problems facing the industry are adequate marketing arrangemellis. 
<'CO'Jlomic supply <Of raw mater.ia.ls and -improved ·technique of ·produc­
.tion. 

. (2) Brass and bell m;t:l.l industcy.-There are c·ertain special fea­
tures of this industry. It is jmpossible for the members of a faruily 
alone ·to carry out all the processes, the structural Drganization of tC.e 
iudustr;v having out~tripped the limjts of a domestic calling ; and hired 
labour is, therefore, necessary. Again, the work involved is so exacting 
and strenuous that it cannot be carried on as a subsidiary occupation. 
Further, the problem of transport is particularly important as the pro­
·t~ticts of ·the industry are ·he.avy. The problems ,facing this ·indlll!try 
:in common ·\V"ith other rural .industries in India, , are improvement i• 
wcbnique-, suitiible .marketing, organization and fuumcial flu>.ilitiea. 

{3)· Leather indust!l"y . ....,-There a1·~ four .diyisfon~ of .th!s h;td.ustry :; 

. ciS .The ·hides ana skins. inaJistry aeiiling with ilie · ~onection; e~ri~tt, 
_".J)reservation .. and marketing of raw hides and skins, ·(b) the tannmg 
industry, (c) !he leather (ootwear industr.y, and (d) the in~llstry dt:a.J. 
ing' n>ith the ·nliuiufaclnrc ·,,r-·leath~ :goodS 'like ·4ltiit-cases~=·fumd'-oogt;, 
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pu~ea, etc. 1'J1e leather iuJuatry i• carried on by p~oplc to whom 4_ 
Juw ,;ocial statuti ill attached. and who are generally mdebted, 111-orga. 
1tiv.~d and illiterate. 

(4) Bilk induatry.-This industry may ~e divide~ int? three parts: 
(a) production or sericulture proper, which consists. 111 reanng _of 
worms and care of cocoons, (b) reeling, and (c) weavmg or ra~ silk 
into fabrics. The defects of the silk industry are the poor quality of 
the cocoons, inefficient reeling machinery and methods and absenc9 of 
'-'Tu•ling of raw silk. 

(5) l!Qrn and Bone mduatry.-This industry sut!'er• lrorn .ltee• 
L"OniJllltitiou from foreign countriet~. 

A li..t of th~..se industrie~~ is given below : 

0. Other subsldiary and· cottage induatries.~Paddy-huaking ~ 
tlour-grinding ; oil-;Pressing ;, gur-making and sugar manufact~re ; 
bee-keeping ; pottepy ; glassware· and bangles ; ,soap-making ; car~ 
pentry ; carpet and mat weaving ; rope-making ; poultry-rearing ; 
d~irying ; toy-making ; gold•mithy ; dye-making ; paper-making ; match 
ruanufacture and bidi-makinl!". 

\Ve may h~re tak., un '""·o11nt of what has been done in certliii1 
Indian provinces to support. d~wlup or extend thesP. industrie•. 

Induatris.J. Co-operation in the provinces-

!i. Madras.-The most important inl(iustrial co-operative societies 
in the pro,·incc are the weavers' societies (263) many of which m·e 
affiliated to the Madras Handloom Wea,·ers' Provincial Co-opera­
th·e Society ·w.bofe functioilS are, to aaange for · the , tupjplY. 
of raw materials to the primaries to sell their finished goods anJ 
to develop, assist and control their work. In 1944, the num­
ber of members and tl1e paid-up share capital of the Society 
were 550 (of whom 203 were primaries) and Rs. 1,36,020 res­
pectively. It has undertaken to purchase outright, in certain cases, 
the goods of the primaries. It has opened 28 emporiums in the provinr:e 
:.nd employed agents to make the goods of the primaries popular in 
other pro\•inces. The Society has established 3 dye factories, 3 h&nd­
lootn factories and one scrP-en printing factory at Madras. O'ther h 
dustrial societies in 111udras number 161. consisting of societi~s for tit" 
Juanufll('ture of paper, to,'S, t-tc. 

7. Bombay.-In Bombay, the most significant feature has been, the 
formation of nine Industrial Co-operative Associations for organi.King 
the handloom industry. The objects of the Association are (1) to 
aupply improved appliances aud raw materials, (2) to prouiot-' 
the production of improved patterns of cloth, (3) to undertake 
prepiU"atory and tln.ishing processes and dyeing and pl"inting, alld 
(4) Co accept handloom products from weavers on consignment 
account against partial paym.cnt o1· on outright purchase. The 
membership of IUl .Association cf)nllists of weave'$; J.>fimar, 
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rooeieties of weavers and individual sympathizers. The Associatiooa 
llave received help. from the Government in the shape of subvention• 
a:ad contributions to reserves and, guarantee funds. 

8. Bengal-In· Bengal, there are 16 industrial unions and one 
Provincial Co-operative Industrial Society. Besides the societies 
for weavers, which con11titute the majority of the primary societies, 
there are societies j.or cocoon reelers, bell-m,etal workers, shoe-makers. 
etc., and there are women's organizations for promoting homecra[ts ancl 
lil'lling handicraft products. 

9. 'UJiitecl Provinoeii.-Out of the 100 primary production and sale 
-ieties,' 78 are o[ weavers. A Pl-ovincial Industrial Federation, whir.li 
looks aftt'r the different types of ind.ustrial. societies, 81Tangea for tha 
~pply of raw materi&ls and the production' of goods either through the 
t'Xisting- prim1;1ry and central produc#iou· and sale societies or through iw · 
own agencies. The value of business d,one through the Federation during 
1943-44 exceeded Rs. 1. ~ erores. It succeeded in organizing about 33 
production centres in the province. It is now distributing over .60 P''i· 
('Cllt .. of the total yarn avaHable to handlooms and· its monthly turn­
over amount~ to about R.~. .35 lakhs. The handloom indu~try in th~> 
province has received a fillip from the war orders placed by the Sttt>ply 
Department. 

10. Punjab.-In the Punjab, there are an Industrial Co-operath·e 
Rank and 4 Unions to finan.ce industrial eo-opel'atives which lnumb~r 
about 400. The majority 0f the societies are of weavers, shoe-makers 
and carpenters. The Provincial Government have placed a staff at the di~­
posal of the Department of Co-operation to supervise the industrial co­
opn-atiws. 

11. Bihar.-The most important industrial co-operative societies 
in Bihnr are tll<>~r for weavers. The out-'tum of the 35 Wt'aver;' 
soeieties in 1943 was worth Rs. 3,44,163. 

12. Central Provinces and Bera.r.-1\fost of the societies in the 
C:entral l't•ovinces & Berar are weavers' societies which purchalle 
and sell yarn, and produce and sell cloth. A special mention 
should he maJ"' of the central P,rovinees anrl Bera'r Weavers • 
Co-operative Society. The Society is meant to serve as a 1 Pro~ 
lineial lfarketing Scciety for the weavers' societies. Its '. mem­
~ership consists of 35 weavers' societies and 400 individual weavet"S ; 
its monthly sales exceed Rs. 2 lakhs ; and it receives an annual grant 
gf Rs. 12,200 from the Government. 

1:!. There are very few indu.qtrial co-operative societies in Sind, 
ltut thoy occupy a fairly important position in M;taort, 'B&l'<lda, 
Travaneore, Coohin and K&llhmir. 
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Jteoommeudatioas;-
, · '14. 'l'hc foregoing review shows tliat .;tile inil'Oduction: · -an:a· esuiM· 
li~hment on au cxtensh·e ooa'le of ;intbliidiary oceupatilms in the :ioFrl! 
of cottaj!'l' and small-scale industries 11re ol: supreme importance to 
:India.' · We wi11h t.o erut>hasize helle ':that the: probll.•ru which we· have to 
-11oiTe does · uot deal only with the provision, llf ··grunful ocoupatiQD& · ftir 
~e:masw of the rural popul11tion which Jremains unemployed ar .unpro{i.t­
.ably. ·employed, but also, and to. a.n important ·d'l'g!'fe, .with the -argal!~ 
tiou. and· <>nconr.agemCilt .of subsidiary ooeup'atiu.os·.>f0.r...even<the:J.a,rgJ3r 
mu~s of t·ut·al population whidt is forced :fur·;a.-:pal,'t ,of'.the~Y.e.tt: .41 
while away its time in idleness for want of avenues of profitablll employ­
atenV· "'1'lr4.' orgimimtiotr·. of sufh ·ioceuplttiOQs,F.at~.d::-induslltilis··:tn ilndia 
is.J.till: in ·its infancy .. · IlrteteHIJ.iin ·'lihem WlsHbeen .aroused~ in·.Jr~B6Ut 
,Urs;.lpspecinHy, during .the: war,- and .ow.1!hief-pur;pJ>se·ahpuk;l p\5,.-tll 
.Uggest hO'I\' to-dt>ve1op _them.Jiiln .sounP.Jineo; 110 .that·when ,t41e .al:_ttiieifll, 
ll'ar'eity of thei·r products ..created ·by the .war is J<epla~ ,by .. keel\,~~ 
petition .f11om aliroad, ,they 111ay· be . .able to witl1stand -1:he shoclr. 
·~giona'l :t.>romot~one.lj ..A~iea;....,their · ·functions~ 

1;;. Our fit-..!. rccomm~ndation is, therefore, .th~t .r.egional orga~­
.ti<~ns to fo&ter the growth of small-scale and .-cottage industries and .1111 
mbsidiary occupations should be set up .in each province ·and state. 
We propose that these organizations should be called Regional .Promli· 
tiona! Ar--eneies. The area of operation. of an Agency should be suitablv 
oHle<:ted with ~ vi<!W to entrusting it with jllSt that V!llume of W()l'K 
;wl1icl1 it can .proJlerl,v discharge. Jn large provmees Jlke Madras and 
.Bengal, there ~bould be more than one agency, but only one .may serv'e 
the purpose in Sind and AI!IS&m at. the &tart. although mo.re .,agen<lifis 
than one will be necessary even in thelle provinces when the work. is iJL 
full ~wing. 

16. 'l'he functions of 11 ReA'ional Promotional Agency will be to 
ascerta.in what small-seale 41lld -cottage industries exist in its jmisltiction 
and what. f~Wilitlies -exist for mar.keting their produ~ts, .to detennine 
whicb of them should be maintained .and encPUrl!ged -and what new 
avenue~ of seUing their products should be explored, to devise means 
.to pluec thQSe, whieh 11re .t!l ·lile enCOUl'Agecl, .in .su.ch IJ. ,position .as will 
giye a fair l'l'tnrn . to the workers, ani! to' en1<11re. tl1at the products of 
these sel~ct~cl industries find an a'lliured arid remunerative market. 'rh., 
'I ask '''l1ich we assign to ·the Promotional Agency · wili -!'llc1uire for :its 
~at>isfactory performance. ear.efn.J 'colk-etJ.oo of \infc>t'fllatiou ~regar~ .tru' 

J'-aeilitit"s offered in.- eac-i1 li'egiOII Jor,.the r.pe~ions ~f .the a.elected .il!· 
Q!lstrie~ .and .t:ega.rdillg· the. r.aarketillg qf .. their .. proquets~ 4rid ·l'l!Ol.'e 
Bpe~ill!!ally on such matters as :raw materials, markets for :Products, 
trarisr.ort '.facilities, power, local rate& a.nd ·'taxes and plib1ic amehltie$. 
The .Agency 'Will haYe further to oon&ider 'to what elttimt -1ilie ·workers 
engaged in a particular industry depend Upj)D • it for ,their livelihoo(l. 
"hcther it can survive in open competition with a large-scale estli.bb~h· 
.ment ... wheth~r the consumers' interests will be better served .. by its 
.CQUJjml8nee _OI' •• replacl'ment by large-scale pro'duction, and whether the 
aale of the prllaucts can ·be promoted by -selling' through the existi11g 
channels of trade or by organizing co-<lpetaiive I!Oeieties! Even ·i:f. the 
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e~onomie profitability of a sm~l-sc~~ or cottage. industry is . not ,pro­
mislug, it way. be auvj.able. in thP interests of the wor,,crs Cl!gU{;I!U .in 
it, tnat.:it should be st:pported,. at any rate, for ~o long a;; au altcrnd.ti;:e 
oc•!upation is not fouucl for . ti)eut. · 

J-7. After making the choice of industries which are to be maintained 
11nd· encou!·aged and of t!Je method by which their proJttcts t.re to b'e 
ruar!ieteJ, the Agency ~hould organize the supply to the workers of Ute 
'liice8sary equiprueut, tools and plant and raw· materials and arrange 
for the sale of the products. l>SRistance in these directions is render~d 
e:;,se.ntial on aecouut of the abuses, noticed earlier, which arise when ~lle 
money-lender or the supplier of raw material uses his superior positiot\ 
to have himself appointed as the purchaser of the finished products, 
IUld dictates all the terms of the bargain in his favour. 'fhe supply 

. of raw materials is of the utmost importance to small-seale producers 
8.9 tiicir price, mmally, forms the largest proportion of the total outlay 
ou . prod~etion. The Agency should examine the conditions prevailing 
in the markets for the raw materials and come to a conclusion on whether 
the prices ehargcd for them are fair and Teasonablc, and, if they are 
not, it should adopt means for malting them so. 

18. A matter to which, we recommend, the Regional Promotional 
Agency should pay particular attention is the introduction to and lliiO 

by industrial co-operatives of small electric motors and machine tools 
where the supply of electricity is cheap. Handloom and metal and 
.brass industries are worked at present by manual labour, and the pro­
cess of work is tiringly monotonous and slow. Both the quality, spe•-.ially, 
·ll.'l regards the. finish, and the volume of products are likely to be ~on­
si<lerably improved and increasecl by the use of electric power, as ha.s 
been the case in U.S,S.R., the 8canclinaYian countries and Japan. Tt,e 
Regional l'romotional Agencies, in electrically developed parts or India, 
like 1fadras, Bihar, the Punjab and the western districts of the 'Cnited 
Provinces should investigate the possibility of supplying electric mott)l"!l 
and the· ncces~ary equipment to the workers. The conclusions ari:;ing 
.out of their investigations will be one of the items in the progrumn•e 
which the Agencies will submit to the Provincial Co-operative Council. 
We suggest that electric motors and equipment should he supplied on 
hi?'"e-purchase system. We also suggest that Government shoulcl take 
into account the estimated demand of small-scale industries for electric 
power in .addition to. that of larger industries and for domestic tL~a in 
cl<!ciuing whet!Jer a certain hydro..electric scheme should be undertaten 
or not. -

E:andloom industry-specific recommendation.-

J!'l. We mnke a specific reeommendatinn as regards the halh.llnnm 
industry. It is commonly recognized that the most economical '>r:.ra• 
ni;r.atinn for t.he production of certain kinds of cloth is to have the yaMl 
spun in a faetorv and the cloth woven at home, and that thP. h;:.nilluom 
iudustry is handicapped by the fact that it hns to clepcnd for it~ raw 
lltat<>rial on its competitors, viz., the organized t~xtile industry. The 
Re!rim,al Promotional Agency should hold an enquiry into. the methods 
L449MofA.gri 
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ot supply of yarn to "':"eayers, and ~ep_ort, wit~ one ;year .. 44 its .~b­
'lshment to the i'rovmc1al 'CO-operative Council, whether a . spmmng 
mill o~l!d by co-operative haildloom weavers' societies or the State 
shoald be set up in its region. If the ~11 is owned by the !o-rmer, 
th6y will not be able to raise suf.'icient eapltfll, 1~11 at pnee, fo1' Its _c?n­
struction. We recommend that in that ease a loan, at the . prevwlip.g 
Bank Rate should be made by the S'tate f,or the eoustruction of b~il<li.llgs 
and pure~ of machinery fllld othe~ ~q~pment ~fl !or fix'~d C?.iJitiil 
.generally. The loan should be subj~t !-0. the eond1bon tha~ It will 'l:.e 
repaid within twenty years, The mil will furt~er .stanii _Jn ~eed, at 
the beginning, of !lssistance as regards the working f~nds, wh1~h ma! 
not be obtainable from the banks ;Iue to lack of tang~ble security f<>r 
the loan. We, therefore. recommend that the $tat? .:should give ,a 
guarantee to the provirteial co-operative b~ f~r , ?Pemn_g a cash cred;\t 
account up to a fixed limit in l)vour <>f the spmnmg mill for one "l_es.r 
from a date fixed by the State in ,consultation .·with the Regional Pr!i­
motional .A~Xency. 'l'bis llUarotJice should be. roncwed from fil'ar , tP 
year so long as the State in consultation with the Regional Prqjl;loti(/n4} 
Agency con&iders it necessary. 

R11ral Electricity Co-operatives.-

20. The distribution of elcet.rie power in rural areas has been nuder­
taken iu certain foreigu eountri~.s .by C!i-operative societ~es. Under the 
Rurul Electrification Administration in U.S.A., eo-operative so.,ieties 
huve made remarkable progress in proYiding electric services for an 
increasingly large number of farms. Under the Federal Rural Ele~tri­
fication Act, the co-operatives may blll'I'Ow llloney uut ouly for line 
eonstruction anu for electricity genet~~i!:g plants l)ut also malting loims 
'to their members for the wiri'ru!: of premises, purchase of electric npp~i­
ances and farm eqtlipment. Of the funds allotted to the R.E.A. for 
rurul development up to 1\Iay, 1943. 95 per cent. has been utili-ed by 
~o-operatives with the result that rural electric lines now serve 1,036,:16:1 
farms and a number of rural establishments. The loans given to the 
mcrabers carry an avcraee interest • of slightly less than 3 per cent. 
and are repayable in 2ii v~ars. 'rbe fact thnt. electric eo-opP'ratives 
pperate on a non-profit basis bad its cfl'ect on tho l'llral rates .char.!ed. 
'by commercial power comnanies. Tbe l!l'OWth of co-operative elei!trie 
societi~s has opened up rural. areas to the establisl1ment of smnl!'indli3i.ries 
dPJ1end on power. · 

21. In India, many schemP.s of hydro-electric development for the 
supply ?f light and power are in force or are under consideration in 
tbr•. '·ar1ous. provinc~s. e. (1., Rombay, Madras, the Punjab and the 
Umtr~ Pronn~es. We recommPnd that. wherever such schemes are in 
operation or come into on~ration, the Provincial Co.onerative Council 
sho~ld examine the possihilitip.q of establishing and, if satisfied as regards 
the1r .P.rol;pects .of success. establish co-operatives f.or the distribution of 
electriclty for light and power in rural areas ' - . 
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Cottage Industries for Women.-

22. We are indebted to 111adrat; for the suggestion that women's 
eottage industries should be developed on co-operath·e liDes. There 
are numeroll$ middle elass familiP.S the women members of which earn 
their livCiihood by tailoring, needle-work, lace-making and embroidery

1 knitting, and preparation of pickles and 'papads '. They are mucn. 
more exposed to the ~buses which are resorted to by unserupuloua money­
lenders and ·middlemen. as some of them observe • purdah ' and all of 
them have weak bargaiuillg power. We recomiueud that women's co­
operative societies should be organized by Regional Promotional Agencies, 
speeial arrangements being made for supplying raw materials and for 
marketing the products. of the industries to their best advantage. 

Constitution of Regional Promotional Agency.-

23. The organization of the Region,ti. Promotional Agency should, ~e 
rcooinmend, eonsist of a Board of Advisers and a whole-time 9fficer, 
wllom we call Promotional Officer. The chief qualilication for the 
selection of the Promotional Officer should be his aptitude for and 
sympathy with the Co-operative movement, but he should also have­
business experience and po- knowledge, so far as possible, of tlle­
technical and organizational side of the industries with which he may 
baYe to deal. In order tltat the Promotional Officer may be lr>Jilicieutly 
qualified and enjoy sufficient prestige, we recommend that his stuLu'J 
and salary should be those of a Joint Registrar. He will be the chail'; 
man of the Board of .Advisers. and the clllef executive o:!icer ot the 
Regional Promotional Agency, but, adminiStratively, all Promotional 
Ofiicers and Regional Promotional Agencies Will be under the Regi&t•·ar 
of Co-operative Societies or the Registrar of Industrial Co-o-peioative 
Societies as the case may be. The Registrar should have. at all t1me. 
the right to attend any meetill{\' of the Board of Advisers of a Regional 
Promotional Agency. The Board of .Advisers should consist of not more 
than seven members including the Promotional Officer. 

24.. We reeoD'.lDend that the Promotional Officer and the members 
of the Promotional Agency should be appointed by Government, b:lt 
thll appointment of the members should be on the nomination o.£ the 
P.rovineial Co-operat.ive Council. The Council should nominate two 
persons who are directly engaged in the chief small-scale or cottage 
industries of the region ; one person who possesses knowledge ot inO.us­
trial finance, preferably of financing the industries flourishing in the 
r~>ion, and carries out his ibusiness in or has had business r.onnexion 
uith the rf',gion ; one person who is engaged or interested in the who<<~­
t~ale trade of the nroduets of local industries ; and two persons recom. 
mended by the Registrar of Co-operative Societies o'r the Registrar of 
htdustrial Co-operative Societies as the caRe may be, on the ground of 
apecial lm.owledge of the technical &'lpect of the industries. or markets, 
or finanee or bll$iness in general, these two generally being the expert 
advisers employed by the industrial Co-operative Department for the 
supervision and gnidanee of small mduatries. 



84 

Federation~ of Industrial Co-operative~.-· .. · 
.. , . 25. We expect that in cour"<• of time industrial co-operative~ will 
ai.tain suUwicnt strength nnd >.!.ability to form their own federatiollS. 
We recommend that the .formation of these federatiollS should he en­
""}'f~l~~tl .,w•lh a vi"w. to enabling them . to tal;e over. the functio~s of 
the .Board of Advisers of. the Area and Regional Proinotional Agencies. 
·In ·order to avoid the· dangers of a sud<len transition from those agencies 
.to ·l<'cderatious, we recommend that the latter should first take over the 
functions of Area Promotional Agencies, described in the following para­
graph and afterwards .those of Regional J:'romotional Agencies, and not 
st>uultl!neously. On tl.teir being taken over by the Federations, the 
members of the Doards of Advisers of. the Promotional Agencies ·Will be 
appointed by the Federations, but we suggest that the qualification of 
members should continue to be as suggested. by us in this Report .. 

Jarisdicti.on of Regional Promotional Agencies.-

26. The jurisdiction of the Regional Pro'motional Agency should be 
rliYicled into a number .of convt'nient Areas, each Area being in the 
.charge of a Deputy Promotional Officer. The Deputy should also he 
a \1 hole-t.ime Government Officer, and his pay should be on the sed!~ 
of Rs. 200-25-500-50-750. The qualifications of a Deputy l'roruo­
tiunal Officer should be possession of knowledge, generally, of business 
methods aud commercial practices, and, particularly, of at least one of 
the important small industries in his Area. 

27. The Deputy Promotional Officer sho'uld also have attacbt>d to 
him a f,ocal Doard of AdviRers whose members should be appointed on 
the recommendation of the Provineial C:u-o]wrativc Council and should 
haw the sa11'e number of membr•rs possessing the same qnalilicationa 
as tl1e members of the H<,gionnl Hoard. 

2R. Each Deputy Promotional Officer should be assisted by about 
six flcld Workers appointed hy the Th•gistrar on the recommendation 
of the Promotional ()ffi.,er. '!'hey shou!U. be dra·wn, a.~ far as possible, 
from the rank of the workers, engaged in local small industries should 
posl<css sufficient technical and •ducational qualifications. to be' able to 
study the literature dealing with thll industTies in their charge. W & 

suggest that their pay should be on the scale of Rs. 125-7~-200-10-
2!10. ' 

Cost of a Promotional Agency.-

2fl. The cost of Promotional _>\gcncies has bem worked out at the 
end of this Chapter. It is so hrge that the small-scale workers cannot 
·be ·~X p<'rterl to mrct it. "r e rerommPnd that the whole of this ccst 
~lwnltl l'c ho7nc by the State as is don~ in U.S. 8. R. The mo~t remarlt­
nbJc p~ogwss in dcvelopino,- handir·~aft industries and handicraft co­
O]lf'rn1 i•·cs ha'< bern mncle in that country, and the snecrss thPre is at­
trihntcd to " a large measure of suppo~t and leadership "• given oy 
tlw State. · · 

-~.~~~--~~~~~~~~----------~----
.world Co.opt•rntion by. Dr• N. Barbu, 



llevelopment of new illdustries and the Promotional .. Ageric-. 
. . , • . . • ·I 

30. The Regional Promotional Agency will th,•.s have a staff wl•it:h 
wjJ] place at its dispm:al tl>t: material 1\el·cssary lvr J.rawiu;; t.;• a 
programme for the development of exioting anti encourag~a.ellL of ucw 
indubtries. New inuuslrics will be stat·te•l at a Inter stage, but ve 
mention them here in order to cutuplele ll•c J>ieture of tl•c activit;cs ol 
the I•romotional Agenq. At the same .time as the Agency selects ~ctit­
able industries, it will prepare a statement of capital expenditure on 
tht supply. of machinery, tools, and plant ; of working funds required 
for raw material, uuJ. lwluing and marketing of finished products ;. and 
of estimates for profit and loss. 'l'he report on the industries selectcJ, 
along with this statement, will form a programme which will be sub­
mitted for approval to the Provincial Co-operative Council. On ap­
proval, the Council will forwaru it tu the Hcgislrar ll'ho will obtain from 
the Government such orders as may be necessary. 

:Need for a separate depar:ment for industrial co-operatives and sma.ll 
industries.-

31. In implementing the various ·proposals which we have made in 
thl& Chapter, the provincial governments will have to decide the quection 
of the department of Government which should be entrusted with '~he 
administrative control and supervision of small-scale and cottag'3 in­
oustries. The problems of these industries have to be treated liS a 
whole without div-iding them into two classes, one class consisting of 
!~.<Justries organized on co-operative lines, and the other of industl'ies 
managed by individual workers ; and it seems ad'Visable that tuere 
BlJOnld be one agency to foster the growth of all small industries. It 
~-ill be the duty of this agency constantly to P.Ompare the advantages 
{)f co-operative and individual ef!'ort in each industry and to advise on 
which kind of effort is best suited for a partieular iudn~<try, and this 
duty it will be best able to discharge if it is in close contact wiUt all 
small industt·ies. We are, theNfore, of the opinion that all small-Reale 
nnd eottB.!!e industries should be placed in charge of one department of 
Government. 

32. At present, administrative control over these industrit•s is exer­
eised. in most provinces, partly by the DepartmPnt of Industries and 
partly by the Department o.f Co-operation. This arrangement sull'ers 
l.r(•m the common defects of dual control. viz., lack of full attention 
for fear of trespassing on the other Departments' field, unco-ordinated 
tre.atment of inter-related problems, weakening of responsibility, and 
departmental jealousy and fricti!)n. There :i.~ little to recommend the 
l!ontinuance of this arrangement and we strongly suggest that it shouM 
lie discontinued. 

33. If one sin~?le department is to be placed wholly in chaTgc of 
small-scale and cottan:e .industries. on~> of t.he three conl''·es may be 
followed. The charge may be f!h·en wholly. to thP Tn:ln>tri~s Depat·t· 
ment or the Co-operative Denartment. or n new Department may- he 
created exclusively for this charge. The Industries Department "baa 
betin set up principally to look after the interests of large-scale industrie& 
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end thei• tabo1Jli eatablishmellt, and to administer special ~ ~· ·~ 
faetories Act, the Boile~ .Act, etc, From the ~ature o~ 1ts. (lu~!I'S. 1t 
is largely concerned with activities in . urban a~as, and hu few po mta 
of contact ·with rural are1111 aud rural population. The outlook o£ the 
lndt!stries Department is therefore, preponderatiugly urban, and it is 
iruW.visable to place on it respou.~ibilities for the satisfactory diseharge 
Qi' which long and intimate knowledge and exJl!lrieuce of rural problems 
anti active sympathy with rural population are pre-requisite co.nditioJlS. 
DCIIides the post-war planning has given a large place iu its sehemt,'!l tl) 

the Industrial development of India. These schemes V(ill m~lto a very 
lat'ge call on the time, attention and resources of llie Industries Depa:t· 
meut. This Department will not. therefore, ha\·e the necessary qualffi­
eations equipment or time to look after the many-sided activities which, 
we prdpose. should be undertaken in order to improve rural condition• 
by the organisation of small-scale industries. 

34. The Co-opel'ati ve Departml!nt p~sses the necessary qualiliea­
tillDII lor uudertaking this responsibility ; it has ru:ral background, it 
hu long experience of working in rural areas ; it is the only Department 
which i~ well versed in the principles and practices of co-operative •e~Jb­
uique. It is in much the best position to study the potentiality of .ruo:al 
industries both ou U1e sides of supply and clem!lnd and to organize 'lmm 
either on IJO·operative Qr individual lines. During this war, it has berm 
·eualiled to acquire considerable experience of rural industries by tile 
ilcl.ual execution ol' oroers for many of the products of these indusl.rit~. 
We, thereft'r•l, rccommMd that the- Co-operative Department ·should he 
placed in charge of fo&tering the growth of these industries on the lines 
prop06ed by us. 

We are !Jowever, conscious of the fact that on aceount of t!1e im· 
W<!nsity of l.be burden of rCIIpon.qjbiJity which would be plaeed. on tile 
shoulders of this Department by the Mceptance of our recommendations 
in other Chapters of this Ueport, tho lle~~:illtrars of Co-operative Sodeties. 
·in somo proYinoes mny li!ld it impo..~ible to devote to all of them that 
personal attcnl.ion and to !,rive that personal guidance which alone will 
justify their being placed under one Head. Even the appointment in 
!hcae provinces. or a Joint Registrar exclusively for rural industriel! wiD 
noL in such case.~ solve the difficulty as it will not dispense with i'le 
ncc~ssity of the Registrar's rema~ning in personal touch with the prob· 
Jems and atl'nir~ of tb is section of his Department. We are of opinio~ 
that an arrangem,.nt like this may put too lllUch strain on the Registrap 
lind l1is Department to the serious detriment of the interest of rural 
itidustrics nnd, consequently, of rural welfare. We therefore ree<lm­
m~nd that in these provinces a S<~parnte Department' should be' created 
exc,Jush·dy to look after the indnstrial devehpment of rnral po•ml!ltiou 
!)'<'nerally anrl file dP\ e1npmPnt of ~mall-seale and cotta1;e indmt.!'ie.<!, 
wlwf her in rural ot· nrhan areas, in particular. The head of thi" D<~· 
pa~m~nt Rhonld be or the s~t~ne status as the Registrar of Co-operative 
S.~e1ehrs aud rallecl the .ije~•~t.rar of Indu~rial Co-operative Societie$ 
and Director of small InduqtriPs. The offi~er selected fol' this POl!' 
11hould h!l\·e had adequat.e experieuce in th!! Co.operative Department 
;\Vl!ere, however, Ulll :ijegistr~ ·of CQ-Qperative. Societies !U\de.~~: •Ttt 
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organization of small and sul;uridiary industries on the line~ recommen<}, 
ed by us, h\l should be assisted witli all the stal! recommended by us. 

l'inail.ee required by indUIItrial co.operatives.-

., , 35. Iruiilstrial co-operatives will require finance for fixed capital 
14Jci "'orking expenses. Eventually, both requirements should be wet 
by the members fro~ their owri funds accumulated with the co-opera" 
tivcs. We, however, realige that, at present and for a number of yeara 
tQ come,. fi.ua,ucial assistance, for both purposes, will have to be gi.;en 

. by an outside agency. We,. therefore, recommend that for the purpose 
· · o~ tix~d capital, like buildings and expensive capital goods, the State 

Should give subsidies and· advance loans at the Bank Rate of interest 
repayable in twenty years. These subsidies and loans should, we .;ug· 
~t, be given through the provincial and central co-operative bauks 
or through tl1e Co-operative Industrial Banks, the establishment of 
which we propose in the following paragraph. 

86. So' far as the funds for raw materials and working expci16e8 
are concerned, different practices are followed in different p'lrts of 
India. In lladras, the Go,·ernment guarantee the losses which 111ay 
IJ.e incurred by the central co-operative banks which are the financing 
agencies there aud provides the ccmt of the necessary capital equipment . 
. The Bombay GoYernment have adopted a different method, although it 
~. OD,iy & temporary war-time measure ; it proYides what is called a 
" guarantee " fund to meet the expenditure on fixed capital and to 
Aet"ve ~ a margin for loans for raw materials and working expenses. 
Tl!i~ " guarantee " fuud is not repayable to Government B() long as 
~':1 ildvances taken from the eo-operative financing agency rema·n o~ot­
St.iJ.lding. '.t'his system ensure.~ that the ordinary banking practice of 
l!tuf!)cs being hypothecated with the bank or pledged to it and st..,red 
tuuler its custod.v in a warehonre over which it has control will continue 
tO be followed. We recommend that similar guarantees should be ~ven 
by all provincial governments, until such time as tho inrlustrial co· 
overatiyCII IJ,re able to find t\l.eir O'll'll fllnds. The margi~~~l ad\·auc<J b~ 
anJ the cost of the guariuitee system to a Goven1ment Wlll be compara-
tively small. · 

. The ~ruarantee may be discontinued on th.e report of the Promotional 
· Al!'ency, confirmed by the Registrar, that the need ior. such Governme~t 
assistance no longer exists. 

In hoth nrovinees. 1\fadras anrl Bombay, thE\ fina'!lcing of ~hort-t•t:m 
n€eds the industrial co-operatives is done by co-operative banks. W ~ 
recommenrl that thi~ practice sbnuld he followed wherevPr possible. an•l 
thaL the supply of iunds to indust·6al co-operatives for raw materials 
and work:np: expenges sl1ould l1e mad 1 by the. provincial and Cl'ntral 
banks, where they exist and have snffie'ent resources. At those places 
\\'here these banlcs do not exist or do not possess sufficient resources, ->r 
it. i$ considered desbable to do so for any other reason, we recommend 
1ha~ .~parate C~perative. J:~:~duEtrial Ba'!lks should be A.'<tablished ex· 
elusively to look after-!J!e financing of industrial co-operatives. . 
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Need for creating a fund out or profits.-

37 .· We repeat what we have stat~d earlier that in~1ustria~ co-opera 
tivcs should eventually! find thd!' own funds. To ach~eve th1:;; e11d, . .WI 
.recommend that thry should build up n fund from the1r profits fo; tw1 
pui·poscs, viz., (i) to repay loans and advances. taken from Gover~~e111 
for flx2d assets or for me as a margin for workmg expenses, and (u) t1 
proviue for working expenses, replacement and expansion. 

Questions such as protection ani re1erntio!l of mal'kets, etc., tt> 'bE 
referred to a special committee or the Tariff Board.-

:J8. 1'he Promotional Agencies, which we recommend, will be· thE 
stewards P.xisting anu prospectors of new small industries, but their 
horiY.on will P.xtcnd only to the boundaries of their respective regions 
Nor wiil they be suitably "quipped for collecting certain broader in­
formation and expressing opinion on certain larger problems affecting 
the whole of India. In India, we are still imperfectly aware of what 
large-scale and small-scab industries should be selected for the post-war 
period, and what their relative spheres of operations should be. Further, 
it seems necessary for developing certain small industries that tariff pro­
t~ction should be extended to them. Still another problem .which l:a:~ 
been debated r:cently without arriving at any definite conclusion, is 
whether certain markets should be reserved, partly or exclusively, for 
the. products of small industries. A well-informed and authoritative 
lend ou these questions is urgently necessary. We recommend that 
these questions should he referred to either a separate committee or to the 
Tariff Board which has been recently set up by the Government of India 
or to the pPrmanent Tariff Board which may be constituted hereafter 
for considering the question of protectin!? Indian indurtries f"om foreign 
competition ; we also suggest that the Tariff Board should be spec;ally 
charged with the duty of safeguarding the interests of cottage and small~ 
scale industries. ' ; 

Governmen~ to l'ive preference to the products of small-sclle industdci 
.in purchasing their requirements.- · ' 

' 39. We recommend that as a p.ontribution towa"'ds ~ecuring an 
assured and remunerative market for the products of ·s~all indu~tries 
Central and provincial governments should adopt a policy of purcha.~i~ · 
for tl1e requirements thesfl products in preference to the poducts obtain­
able from any other source. 

Ex-servicemen and Industrial Oo.operation.-

40. We recommend that P.x-servil'emen and war technicianR ·should 
be encouraged to join industrial co-operatiYes. specially M many thousands 
c.f them have heen and will be given training in small-scalP. industries. 
Their pre~Pnee in ti>P. co-onerative• will be a ~~urce of vreat strPn<>'th 
as. thev ;'"ill eon tribute to tl1Pm thei• trained skill. and. rabitq of lead~r~ 

. shm. ~r1ve ~nd discipline which they have acquired during the petiOli 
· of the1r N~I'VlCe. 
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Finaneial help by the Reserve B;mk. of India..~ 

4.1. We would like to rcfe!' .lwre to the eligibility of j)rovmctat eo­
operative banks to bo:row momy from the :Reserve Bank for :linanc:ing 
indu~tria1 co-opera:i,nw or the marketing of industrial products. Iu reeent 
Years, indu~trial co-operatives have come into weater vogue and their 
Aetiviti~~ a1"e increasing at n rapid paee. We recommend that Section 
17 (2) (a) of the Reserve Bank Act should be so amended as to em­
power the Bank to give financial accommodation to provincial co-opera­
tive. banks for advances and loans to industrial co-operatives l!P to one 
y.ear. 

Estimate of Cost (for British Indh.)-

42. A. REGISTRAR OF tNDUSTRIAL CO-OPERATIVE SOCIB­
"l''ES AND DmECTOR OF SMALL INDUSTRIES.-

(i) Numbor • . 11 (1 for each province) 
{ii) Avoragq monthly aa.ln.ry on tho 

b<t1ds of 25 ""nrs 1 gr.rvicc on thu 
ae,ior ooale of ~b· l.C.S. . . . . Rs.l,695• 

(iii) Coot . . Rs. 1,605x 12x 11 Ro. 2,23,740 

ESTABLISHMENT 
l'Manap-
Coot •• 

•• Rs. 200 
• • :Ro. 200X 12X 11 

:B. :REGIONAL PROMOTIONAL AGENCY, 
l,. PROMOTIONAL OFFICER 

(i) Number 33(3forea.obprovinoe) 
(ii) Avenge monthly aa.l&ry on tbo 

ba.Ria of 25 yqara ' Mrvice on the 
s•nior scale of tho I.C.S. .. Ra. 1,695 

Rs. 26,400 

(iii) Cost • • Rs. !,695X3X 12X 11 Rs. 6,71,220 

!I. BOARD OF ADVISERS (FOR EACH PROMOTIONAL AGENCY) 
The ocst will con.•iat mainly of (a) daily allow-

ance ofe.bout Rs. \0 l>"1" day.,..,- m~mbel-
for 8 meM;ing and (b) B"'CRd Oiaea f ..... to 
and from tbe place of meeting. 

Nambel-ofl!oard of Advisers: 
Nambel- of meetings per month : 

Wambel- of members per Board: 
Total daily allowance per meDlbel-por meeting 

attberatso{Rs.l0perdayfor6d&ya (pro­
~b!Rdurat!onof a. meotinl!) plua aoormd 
el~P~:s-fo.TS p~rm,.mb"rto Rnd from tbRplRce 

33 (1 for each Promotional Agen<>y) 

1 
7 

· of m....tiug at tbe rate of Bs. 30 per mom her 
per trip ·.. 1\s. 50+ Bs. 60= no 

Cost Rs.HOX7x33Xl2 Bs.3,fl4,920. 

· · •.Jn those · pro,itJ".!'h where the Registl"ar ·of Co-operative Soeietie.; telllaiDS 
In ~l1arge of Slllall ond subsidiary iDdustries, a aeparata Joinl Registrar 11ill ~ .... 
,.,-ppointed to assist him. 



a. nn PBOMOTIOlfAL A.GDOY. 
( i>~PUT¥ PRQMOTIONAL OFFICERS 

(l) 'lfam~or. 66 (2 und•·r each prcmo­
tionai Ollioer or 6 In a­
province). 

(li) Avorago monthly salary in the 
so&le ofRs. 2&1-20-lit0-50-750 (notprovid­
i"8 for (a) pr;,vid•"'t fund contribution, (b) 
lU&vosd•ryaud(c)oth<raUowances) •• Rs.580. Ra. 4 •

9
,3"h 

(iii) Coat Rs. 580X 12XGX II ,.. uv 

ll. BOARD OF ADVISERS FOR EACH DEPUTY PROMOTIONAt. 
OFFICER 

:fho coat wiU ocnslst mainly of (a) daily allow· 
anooofaboutRs.IO por day por m··mb·r for 
a mooting and (b) second olass fare to and from 
the plaoe of meeting. 

lfumbor of Local Board of Advisers : 

Numborofmootiogsp'tmontb 
Nambor of mom hers par Bo rd 
Totalda.ilyallowancop"rm,·mb••r pnrmnt>Hng 

at tho rate of Ra. 10 per day for 5 dnys 
(proba.blttdorution of a m·!uting) plus s••cond 
oiMB f,lro ~r m••mb •r to nndfroJm tho placo 
ot'm'.leting at tho re..o or Rs. 15 p :r motnbLr 
per trip 

66 (I for each D .puty 
Promotional Cfti..:ur)4 

I 
7 

Ra. 50+Ra. 30=Ra. 80. 

Ooat Ra. 80 X 7 X 66 X 12 Ra. 4,43,520. 

D. FIELD WORKERS. 
(i) Nomb>r : 396 (6 Fio)d WoTk'rB 

for ,...,h D pu•y Pro­
motional (I!: cor ur 36 
in & proviDe.), 

(ii) Avorago monthly salary In tbo 
seal• of Ra. 125-7t-200-I0-250 (not 
providing fo•(a)l'roYid 11t fund oontri· 
bution, (bj lo&vo aol&ry and (c) othor 

Rs.203 ollow&DOOB) .. .. .. 
(iii) Cost Rs.203X I2x6x6x 11 Rs. 9,64,tio~ 

GRAND TOTAL Rs. 30,9.~,816 

E. FIN~CE FOR THE PROMOTIONAL AGENCIES-NOTE. 
'l'he Promotional Aa:encies will require finance. among oth ~ things, 

for (a) supplying to the workel'l! the neces..c:ary equipment, tools, plant 
and raw materinis, (h) for establishing a spinning mill which will be 
ownP.d by the co-ooe:ative handJoom weavers' societies and (c) for the 
purcl1ase of electric motors for industrial Co-operatives. Aga' n, the. vari­
ous industrial co-operatives will require finance particularly for fixed 
.ca~ital like buildings and fOr capital g0odN. ' 

. da~ ~o eatizoatea for these ha\;'e been Plle,P&red for 1!1~ ot il.u$c,i~ 



CHAPTER vni. 
l-ABOUR AND CIVIL CONSTRUCTION. 

Introductory.-
A labour co-opentive society is a form of organization for the em­

ployment of a group of wo1kers who .associate to '1\"ork toge1her :for .a 
JO•nL rewa: 'd. lts chief characteristics should be that the workers chooSI' 
their "!Vork-mate.s. select their leader, and make the division of the pro­
ceeds of their coUecti;<·e labour in accordance with their choice ; and 
its greatest attraction lies in the freedom which the workers enjoy in 
arran~ing the details for the execution of the work without the employer 'q 

~pervision, except an inspe~tion by him at the comple)tion of each sue-
. ccssiw ta~k, to ensure that the work is being carried out according to 

spec1fication. The m~thod of payment for its work is of the type of 
piece-wage in so far as it i~ based upon output, but its method of business 
is peculiar to itself a~ its members enjoy a great degree of autonomy by 
virtue of its ente· ing into a direct contract with the employer. On the 
other han<~. it differs from the sj'IStem of sub-eon tract b which a p :rson 
takes a contract from an employer, and f.9r the execution of this contract. 
converts himself into an employer hiring a number of workers to do 
till\ job. The most distingui~hing feature of a labour co-operative so­
c,iety is that each worker assumes -respomibility as the fair pc ice of 
~reefioJU, and his only master is the work its'lf. 

:J. This form of labour organization has its advantages for the 
employer also. The first advantage is that associated w:th piece-wage 
methods of payment, viz., faster work. reduced o\'erhead charge>, and 
a oonstlint wage cost per unit ; and a unique advantag~ is derived from 
the fact that workmen take responsibility for the manner in which the 
work is done and relieve the employer from the irksome duty of main­
tainWA' discipline .in industry. 

;; . ·In foreign countries. labour co-operativEs hav~ attained a vary­
~ measure of success. In France, Italy, Palestine, New Zealand an!). 
ce.rtaill other countries, labour co-ope· atives have been suecessfully Ol'· 

ganized in different 'brauere.s of production such as eoal mining. agri­
cultural works, qua·ries, public works, etc. This form of organization 
fi~ in with the inceasing divis:on of labour in industry and with the 
te!IOencY' -shown by the gre~t i11dustrial undertakings to split up into 
a large number of specialized department.~. 

Labour co-operatives in for~igCJ. countriss.-

4. France.-Since the middle of t!-e 19th century, co-operative work 
has developed in the r;rinting .rade under th3 nan:e of t1·avail en ccmma'ltdile. 
The commandite i3 an associat.on of workers of a common emptoy~r, 

. '!11-ieh undertakes to carry out on its own tesponsibility a specified, ~o~ 
91 ·~ 
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f "obs The movement arose out of the unfair results of 
or group o J · · · · d 1" "th iec,-work in the printing tcade. The commandtte 1~ 1ts ea mgs WI 

~~e cmplo;er is 1 eprescntcil ·vy its delegate. It rccgtves from the em­
)Jloycr in a lump sum, the agreed payment _for the woc·k. Three tyl_les 
()f cum

1
nandite may be distinguished accordmg to the method by wh~ch 

til's Jump sum is >bared among the members : the l!ro rata commandite, 
tue equalizing commandite and the mixed commandite. In the pro. rata 
commandite, each member receives a share o~ the tot~l sum p~oporbon~l 
to his output. In the equalizing commandite each membe~ s share ~ 
proportio~al to the time he has worked ; the pay per workmg hour IS 

the same for all the members whatever their hourly . output. In. ~he 
mixed commandite. each member's share depends, as m the Elq~ahzmg 
(!ommandite, on the number of hours of work he !las done Wlth th~ 
din·rence that hourly output is also taken into account, but only in the 
(!ase of tbo~e members whose hourly output is below the normal. FllT 

these less productive workers, the number of hours actually worked is 
reduced to standard hours, the latter being calculated by dividing each 
worlrcr 's total output by what is considered the normal hourly output. 
It often happens that in these different types, certain operations are 
paid at special rates. In the beginning, .the less productive workers 
favoured the pro rata commandite because they thought that it was a 
suarantee against s(llective elimination. Certain capable workers also 
liked it because they found it to their individual advantage. But the 
disadvantage of the pro rata commandite is. that it creates a feeling not 
of friendlY' rivalry, but competition among the members. At present 
there a: e no pro rata commanuites in France. · The equalizing and in 
a few c~es the mixed commandites are the only ones which have gained 
ground. 

5. Italy.-Labour co-operatives occupy a prominent position in Italy. 

In a typical primary society the shares are valued at 50 lire, pay­
able at the rate of 1 lira a week. The liabilitY! is limited. No one may 
hold more than 100 shares. Special funds are set apart for professional 
instructi~n and insu•ance. Each society on joining the local union has 
to pay one-fifth of its share capital. It mnst alEo subscribe 1 share of 
1~0. lire for every 100 members of the society. The union's profits aro 
diVIded as follows :-50 per cent. to interest on capital (maximum rate 
of paym~nt on ~ap~~l is 5 per cent. which goes to the primary societies, 
there b~mg no mdmdual members) ; 25 per cent. to the National 
Feaeration to purchase supplies and equipment for its work or to finance 
contra~ts ; 25 per cent. to its reserves. The executive of the union is 
a board o~ dire~tors. who~e duties are to assist in securing work, supplies 
anti t~rhmcal direr"tion ; to engag-e and dismiss their technical director 
(suh,iect to the approval of the National Federation), the manaoocrs ol 
mcmrer •ocieti·s, inspecto·s, clerks and workers ; to undertake co~tracts, 
1\lloc~tc the work to the member societies, to nnrchase tools and machines, 
etc .. ~o nrr~nge loans and finrnce the execution of the contracts. ,The 
!ce.hnical director may, or may not, be a member of the union or one 
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of .its' societies:.' Sometimes, ·a consultative committee (If 3 technical men 
is: formed··-(one of· whom may· be from outside). ·Normully, air the 
workci·s'eiJgaged 6n a contract must be membet·s with cxe~ptions al!owed 
only 'Unde!" ; special Government regulations. Tl:e t!!l:on which is set 
up for a minimum period of 15 years has tha tight to in>pect the meinber 
soCieties and their books. 

The National Pederation is. established for a minim!lm period of 
10 years. · It includes not only the labour societies but other productive 
societies-as well. The member unions must take up shares to the value 
of one-tenth of their own capital. · The l~ederation 's functions are to 
eo-ordinate and control the unions' constructional work and to assist 
tlie,m fhianciaiJ~'; to undertake large contracts affecting several unions 
or an· area where there is no union ; to work quarri~s. kilns, worksho1 ~ 
for stone, metal or other materials ; to prepare schemes and plans for 
roads and railways ; and to manage the povident fund for workers. Fifty 
per cent. of the l•'ederation 's profits are devoted to social and provident 
funds for the be.nefit of the members of afiiliated societies, the remainder 
twin~r to the reserves . 

. The t)'Pes of work undertaken by the societies include construction 
of drainage, embankments, roads, bridges, buildings, etc. 

The payment is made collectively to the entire group of workers 
in a society in accordance with the amount of work do:Je. Each mim in 
the group Las thus not only, an incentive to do his b·st, but also an 
interest in the others doing the ~an:e ; it is worth-while for the stronger . 
or abler .members to a'sist or teach the weaker or the less experLnceu. 
This method of payment also facilitates supervision. 

·'The. Government have ~riven substantiql assistance to thei;c societic.~. 
The Law of 1899 declares that the Government authorities may, either 
bv p·ivate bargain or public tender, grant to co-operati,·e societies, con­
tracts up to 10~l.IJOO lire. in cases in which the cost of labour const:tutes 
the main part of the job. The Law of 1904 doe~ away with the pro­
VISIOn that the cost of labour must predominate in the contract. It 
extends the limit to 200,000 lire, and admits co-ope-rative agricultural 
societies· to the '"me privileges. The Government may inspect the 
-~ocicty's account as often as it wants. 

6. Palestine.-An interesting feature in tl1e Co-operative movement of 
Palestine is the development of co-operative >labour contracting sor.ieties. At 
the' en<l of 1940 ther" were 68 co-operative ~ffiliated to the TTnion oF Co­
operative ·wc-ri-Prs Productive and Service Societies. of these, 9 were ra.,. 

'&m"'er trasport co-operatives. 13 goods transport cq·CflPrati,·es end o~h''1'3 
'we•~e di,tributerl a:mnn<r different hrnnebes rf iwlnstJ·ial aetivitit.~ 
Jilre mrt;;] work. eleetrienl imtallntion, snnitnrv installation, tim:l''l' 
and carpentry, clothing, printing, baiting, etc. These. co-operatives bad 
a total of 1,984 working members, of whom 949 worked m passcnn:er trarts­
port co-operatives and 204 in goods transport co-operatives. The urbcll,l 
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l11bour ~on1rncting sotieties are promiJieJit in the !building ind11stry. 
rt'hey undertake contracts for the building of houses, construction of road& 
11nd bridgP.s, etc. They provide the required material and labour, own 
modern machinery and usually employ .technical advisers.. Sinee the war, 
these soc1~ht:6 have been carrying out .Army contracts. 

7. New Zeala.nd.-The special interest and importance oi the co-opera­
tive contract Eystcm in New Zealand leis in 1h ee:xtensive natiur'e of the 
public wo,rks carried out under !it, the ~paretively large number :of men 
associating together in wch contracts and ihe fact that the method wn& 
endnrell now l'or over half a century. The co-operative llontract is to bt 
')und in ~e1-tain other types of work al€o e.g., in coal and gold mining, in · 

the saw-milli11g Jndusiry, and in a modified fOO'm in the meat freezing in­
dustry. 

'l'hc methosl followed in co,operative Contracting is as followS, The 
engineer or other oflicial in charge of the works prepares a speeifioation 
and a schedule showing as neel1rately as possible the natur'e and {!Uailti· 
tir,o; of work conta:ncd in the proposed coutraet. The engineer then 
fixe' n price for the work at so much per unit, (e.g., per cubic yard of 
soil to be removed). The price per unit is fixed at such a level that it 
''will j\ermit a worlrman of a.verageability to e-arn a daily wage · !)qual 
to the appropriate rate of pay" given to a labourer directly employed 
bv the Public Worlts Department ; and a list of hourly rates of pay- for 
different classeij of workers according to trade .and skill is set out. 
When the comract documents have been prepared and the priee fixed, 
the w<•rkers furm a group, usually of not more than twelve members and 
&omctimns us hmall as three or six, and select a headman who acts 1111 

~he group's rcvresentative in all negotiations concerning the contrart. 
All mcmiJ~rs of the group then sign the contract an,d begin work. The 
apparatus and tools neces~ary for carrying out the contraet are supplied 
by the Government .f!ec of cbarg\' with certain exceptions. Th&e. ex­
<!cpt.ious are chiefly consumable stores, an.d explooives, which might be 
waHt•·•l if tlley< were supplied fr(le, and the~e are provided at cost price. 

The Jwel at which the price of the contract is fixed determines the 
eamin:,'S of the workers. Though it is underotood that the price shall 
be ~ud1 ns to enable a workman of average ability to earn the minimum 
hourly ralc, usually a price is fixed wh'ch will yield this dass of workrn· 
*'I• houl'ly rate of pay in ex~ess of the minimum hourly rate paicl to a 
directly employed worker. Thus, co-operative contractors generally ·ex­
~~~ct to tmrn an hourly rate of pay about 20 per eent. higher than the 
mnumum. This is merely tl1e recognition, ns is usual in piece-wa"'e 
11gre~ment, that the piece-worker by virtue of his faster rate of wo;k 
u enlitled. to a higher rate of payment than the worker on a time• 
wnge.' 

The hourly rates mention~d above. ali! for men employed at a. dar 
wage on work not let 1\S contracts. Although :these hourly il'!ltee form, 



the .l:BSI!! fo:r .Ul!l prices fixed for I»>?Pcr$tive ®ntractf!, ~ey ~ J10l 
iA any 11ense a guaranteed minimum wage. The hourl;y rates are 9ul,f 
a stuudard to judge by•. 

1'he workers are paid at fortnightly intervals and receive at the 
eud. of the first fortnight of each four-weekly period an advance of about 
15 ,per .cent. of their ,estimated ,earnings. Once in ev~ry four .weeks, 
tile ,fJ)l!lntity of work 10! measured and ~ settlement. arnved at, mclu~­
iql! ~11~ ~dyances ):eceived and deductions for ex.plos1ves and stores. A 
patt of the payments due to the group, usually not more than 2! pe,.­
cent. of the total value of .the wages owing, is generally retained by th~ 
Governmeut until the contract is completed. This guards against the work­
·ers 'a'uandonjng ilie contrMt in tlle middle of its execution and ensurell 
thJlL · .t is· properly finished. Any damage done to tools or et~uipment 
~oan also be maqe good llY .deducting from this sum at the conclusion of 
tlle contract. 

The division of the proceeds of the contract is decided by the w·orkers 
tfiCffif elves, and their decision is eomruunicated to the offieial in charge 
ot the w<:l'rks by the hejidman of the party. The headman often receives 
!Jv ,. neral agreement, a ~<li!!htl;v '!reater share than othe:s, otherwise all 
inelnb~l'S usually share alike.-Where, however, men of unequal skill 
are \ .,riring togethe,. the proceetls at·" divided not equally but in propor­
tion to the minimum hourly rates of pay for each class of workers. :A 
tiDJc-keeper appointf¥} by the Government keeps a record of the time 
'wo:ked by each member of the party. The headman also bas the duty 
of k· epi nq a similar record of the hours worked. He ruppli:s his re­
cord to the Government time-keeper who cheeks it against his own. The 
prorceds of the contract are divided according to the hours of work done 
bY each man. . 

The records of hours worked a::~d payments made reee~ve close 
acrntiny m the district offices of the Public Works Department, for, . 
the !Joul'ly rate of earnings paid to co-operative contractors is the only 
indication available as to wbeth~r the contTact has ·been ,fairly priced. 
~~ the hourly rates seem :unduly high or unduly low enquiries are made 
with a view to the revision of prices. 

Conclusion~ to be drawn from the study of labour co-&peratives abroad.-

~. (:!.) Ce!'tain conclusions emergeJ from th~ study of labour co­
opera1ive org;mizations in foreign coup. tries. Co-operative method . ot 
;w<lrk b tl!is field seems to be very suitable for a number of tw;ks on the 
constn1cHon of railways, roads, and canal~. )evelling, ballasting, plate 
laying, nncl tunnelling, the construction of bridges, eulverts and d1·aius, 
lln<l P",'ISonrv Wl:'rk, or the extra~tion of timber and otbel" minor forest 
prOd !lilts, That js to say, this metllod JJolds out hopes of success largely in 
·respect .of taslts which req11ire for tlleir .performance either unskilled 
Jabour or skilled labour of an elementary type. H;ghly skilled labour 
~ ,ddicate taol.s and expensive machinery, which it does not own and 
over whicp. their owne.r must keep a eonstan,t watch ; it ~o~ theretor11 
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. or~imize, itself as easily into an- a~t~nomous unit as unskilled and .s~mi: 
11i!l!Pd labour cim do. Labour soc1ehes may however, employ techrucmns 
and highly •killeu labour as and when necessary. · 

(2) Labour. co-operatives should ."be ge·nerally composed of a small 
number of men. Th~ co-operative contract is in the nature of g: onp 
piec·e-work, an<l the .incentive 'of the piece-wage is likely'to be lost· in a 
largCJ group in which. each. man feels that it is no' use exerting hhhself 
if the result of his efforts may be lost by the slackness of another m,au. 
A . group should, therefore, be small enough for all me~bers to . kn<)W 
what each one is doing, and to ensure that all are of. ·approximately 
cuual ability. The smaller the group, the better are the men able to 
judge each other's abilities, to fit abilities to jobs and to establish. a basis 
of equality>. There is, however, no objection to co-operati\.e societies 
bcilllt organized for a large number of men, but it will ·be necessary for 
them to w'ork through small self-contained units. 

(3) The co-operativ~ group sho]lld have the right of choice of work­
mates. That is necessary to ensure a group of men of equal ability., 
If this right did not exist, fast men might get mixed up with slow men, 
and the group piece-wage would lose its efficiency. This right will 
cnHure high earnings. The slow man is not penalized by the exercise 
of this right, as he can enter a group of his own peers. 

( 4) The employer who engages into a contract with a labour co­
operative society, should first make a: preliminary calculation of the work 
U. be done, and draw up the detailed plans and specifications and pre­
p;.rc a schedule showing as accurately as possible the nature and quanti­
bus of work contained in the proposed contract. He should, at the 
Slime time, fix a price for each itein of work at so much per unit.· · · 

( 5) The employer should provide the necessary tcols and machinery 
and Pquipment for the execution of the work, care being taken that con• 
sumnble stores are supplied at the cost of the workmen. In order to 
cover the probable loss by damage to machinery or equipment, a cc: tain 
deduction should be made from the payunents to the society and. kepb 
as a deposit till the work is completed. . 

. (6) The method of inviting te~ders and acceptin"' the lowest one 
militates against the policy of assured employment and ~xposes labour to 
the danger of being sweated ; · it is also fraught with the dangers o! 
rorr~pti_on. It would be in keeping with, the spirit of co-operative 
SI'TVlre 1f contracts are assured to labour cont·act societies and awarded 
to them at rates wnich enable an average workman to earn a fair _wage. 

(7) Paymcnt.q shouln l1e maue by the employer at short' rc"ular 
intervals o~ a ~eek, a fortnight .or a. J'nonth, ~o that 'wor)<me; ma'Y he 
able to mamtam tl1emselves and the1r families without havin" resort 
U. borrowing- for this . purpose, 'Here again, a deduction sh~uld be 
made from the payment~ in order to ~u:i-e that tl~e contract is not 

. abandoned· before completion. · · 
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( 8) The safeguard ot a weu organized federation is necessary w pro• 
fellt the rights of the co-operative societies, to check the prices frxed by 
the employer, and to stop the co-operatives from undercutting cine an­
other or accepting conditions which may undermine the position of other 
!Workers. 

Labour co.oper&tives in India.-present position-

... 9, A few iabour co-operativeS ha.ve been organized in some of the 
provinces. 

I• . IIIadras.-There are twenty-six labour societies for labourers who do 
\vork oil supplying road-metal, repairing and building roads, digging canals, 
etc. Seven of the labour contract societies a.re urban and the remaining 
iiineteen societi-es ate ruraL In :Madra8 City there is one labour con­
fia'ct society of skilled labourers who can bn:il.d modem houses. The 
other labour societies consist .$inly of unskilled labourers as membera 
with. a cej:tam nilmber of skilled labourers, assisted by honorary presi­
d~ilts and . secretaries and a paid ·staff of maistries and clerks. They 
.:i.re able to tender for various works given on contract. . They have in 
this way constructed buildings, dug canalll; supplied road-metal and 
~ndertaken repairs of roads. The profits are passed on, after meeting 
t.~e cost of supervision and other charges, to the actual labourers as 
IJ.i>nus at the end of the year in proportion to the units of work done or 
th¢ wages earned by the·members. On 30th !June, 1944, the total number 
.Of. members on the rolls of the 26 societies was 2.080 of whom 1,690 
vifre actual workers and 390 were helpers. The value of work execut­
ed iuid pending execution amounted to Rs. 87,947 and Rs. 40,582, at 
the end of the yJilar. The wages paid by the -societies to the members 
nt)a· non-members amounted to Rs. 11,196 and Rs. 12,667. The success 
t'I,Ia't these societies have achieved iS due to the constantt supervision by 
tlie staff of the Co-operative Department and the constant advice and 
a'itP.ntion given by local officers, since the members themselves do not 
JX'SSeSS sufficient edm!a1tion, knowledge or businel!s ability to con.ducfl 
Ute affairs of the society, properly. 

Punjab.-The Kangra Workers' Co-operative Society ball a working' 
11'apital of Rs. 1,783 and a membership of ~78. Its main objects were to 
uctli-e employ'Jiient or contracts for their members and to arrange for 
tho supply of food, etc.1 to the members when required. 

· :Bengaf-There is only orie society at Chittagong for labourers :for. 
midertaking contract work such as road-building, excavation of canals, ete. 
The members, owi~ to the unsettled conditions created by the war, have 
been seattered in different places and have lost touch with the society. 

IMOMofAgri 
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G.JLQ, ~heme for <livil Construction Co-oper~ti:vea.-

10. General Headquarters has prepaned a basiC: scheme · fo1 
tho· organization of Civil Construction Co-9perativE!I! for demobilize<} 
services personnel •. Its objects are to secure for the members of -a 
eo-operative a proper living wage, assured. ~mployment, work best suite~;! 
to their capabilities, and· approved condit10ns of employment. These 
objects are to be achiflved by ensuring a minimum wage, bY' obtaining 
a &hare in profits, by 'persuading Uovernment to provide assured ~Cm• 
ployment, by giving preference to these co-operative societies in the 
allotment of contracts, by providing for the inclusion of skilled labour 
jn ·each eo-oper-ative society where such labour is required, thus offering 
prospects of advancement, and by securing proper living COIJ.!jitions. 
")JY organized living, feeding and recreation and the provision of faci­
lities ·for ·-thrift, ·education and character building." It. is proposed 
that in each province and major state there -should. be ·a Director of Civil 
Construction CQ!.Ope;ativ~ ,possesSing ~ngineer.ing q~ifica.'tion5 a:nd ezr.. ' 
perience. Under -him there will be an officer of the status of a District E_n­
rilleer for each district in heavily recruited areas, or for a charge when the 
v.ork is of a· size sttllieient to employ 6,000 or more men in a single 
10ciety; _ This officer will have under him a :uuml¥Jr of iAssistant Eli~ 
rmeers, each of whom will be in charge of a unit comprising of sub~ 
llliits formed· of unskilled, semi-skilled or skilled men in the required 
proportion. The real basis of the organization is, howflver, a group 
of unskilled labour working under a supecyisor. Skilled personS are 
admitted to· the society ·on an "as required" basis in accordance with 
the class of work tmdertaken. Heavy machinery required on a work 
will ·be· supplied by P, W .D. at agreed rates. Ordinary~ tools anQ. 
equipment -will• be owned by the Civil. Construction Co-operative, but 
cfirt.ain' a!.-ticlea ·like shovels, picks and lanterns may be owned by in~ 
dNiduaUmemb'ers. · The cost of articles owned by individual member&· 
wm· 'be debited 'to their· accotmts, against the P!lid ' ~ share capitaC 
When ··a·.rn!ln leaves' a. sdciety, his share capital will be refunded aher 
:making' deductions- for depreciation, .damage or loss. o.f. -the articles en~ 
trusted ·to' him .. The -oflleers and men of each unit will be enrolled·.~. 
'l!iembe~s ·oft he society, each paY';ng a ~pecified sh.are of Rs. 20 to r.s .. 2~~ 
and Will form. the general •bo<.ly.. This body Wlll consider matters of 
general policy, elect the men :s reprcsev,tative to the mana~ing c~mmitt'sl 
ond transact such other busmess as may be· prescribed by its consti­
t~ti.oJL .. ;~_hF. oftic,erJl _l)nd ~up~rviso_rs, of the_ society will be ex-offidio 
~.ellJbci-li ,and ."flice-uearers ·of. the general ·body ·and the ·mana'grog com­
~:~.uttce and _ w~l~ be. v~ste~ ·With fu!l. executive 'authority,: includ\ng th\) 
pbwer · of veto under ,specified conditions,: so as to '}Jromote -efficient and 
p~!Jer ~'orking of. the uriits'in the early yt>ars,oJLthein qi'gai;tiz&tion-. _ ... The: 
'!.11J!s. ~~11 b.e. reg.tste~ed under the Co-operative Societies Act,· and the 
l'':J,lcs '.nnd ·by-law~ 'Will. be made in 'consultation with. the• Co-operative 
Dejlartment. '.'The. contracts of work ·will be allotted to the ·societie;i 
wit\! out. inviting competitive tendArS, but at p. w. D. schedule ratea I 
1ubject ·~ the condition that the rates permit .a man of average ability· 
•nd working for 8 or 9 hours a day to earn a reasonable wage accordinir 
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to ~his skill .. · The. provincial P. W .D. will make an advance repayal!lf 
in iri.sta.lments to the District Engineer to enable the men to start wor~r 
I'hereafter, fortnightly running payments will be made, the accounts 
lleing adjusted once a quarter, or at agreed intervals or on completion 
<Jf specified items of work. . The return to a man for his work will be 
a total bf three paymcjnts, fviz., a daily basic wage sufficient to COY.I'J:' 
the: cost of food for himself and his family, another daily wage or . ~ 
piece-rate wage depending upon the nature of the work on which h11 
is employed, and a profit bonus. at the end of the year or after th~ 
completion of the work, after setting apart specified amounts for 3l) 

amenities fund and for depreciation on tools and equipment, 90 per 
cent. going to the men and 10 per cent. to officers according to the earn­
ing of each individual group during the period. It is necessary for thO' 
success of the scheme that there should be cordial relationship and whole• 
hearted co-operation between P.W.D. and the societies and th~t tole­
rance should be extended bYJ the former towarQ.s the latter. The scheme 
emphasi21es that while what a contractor loses on the swings, he makes­
up on the roundabouts, the society will have no such balancing factors;,. 
Its loss, if any, should 'be met by the State for a period of time. Apart 

1from this contingent liability, the State ~hould undertake the payment of'' 
' the salaries· of the Provi'ncial Director, District Engineers, Assistant En-· 

gineers, . Supervisors and their respective staff for a period not exceed-· 
ing five yearl[l. An essential feature of the scheme is the arrangement' 
'for the--welfar~ and amenities -of the members of the Civil Construction' 
Co-operatives. ·There will be a Labour Welfare Officer attached to each 
·Provincial Director. He will advise on wage rates· and conditions of 
ilervi<'e, and will be in direct charge of all the men's living requirements, 
and supply of· provisions,· and organize recreations, education, games, 
etc. He will also settle any> major disputes between the men and the 
nn1t ·officers, and preside over ·the men's panehayats to hear and settle 
mmor 'disputes 'and grievances. . 

Observations on the G.H•Q. Scheme.-

. · ':11. Thi~ scheme is not enti~ely co-op~rative. i~ char_acfer, siue~ '1\~ 

.departs £,rom generally accepted eo-operative prmCiples m the fQllow­
ing important respects. Firstly, although the officers with the eta~ 
of District Engineers, Assistant Engineers and Supervisors are to ,J1p 
members of the soc~ety, they are at the same time subordinates llf .tJie 
provi:ncial P. W. D. working under the direction of the ProvincliJ. 
Director of Civil Construction Co-operatives, and their salaries are paid 

· by the State. It is· appreciated that this .arrangement is to be conq­
·nued OIJIYI for a l?eriod o:l;-:five years and has been incorporated as bei~ 
con~de:ted n~essary .in 'or<j.eF to lannch this new form of society succea~~o 

.fully .. Nevertheless, we ar.e, of the opinion· that these officers should be 
.appointed: by Government .as oflicers of the Co-ope,rative Departmen;i;, 
and . for ,the period that they are sp employed, they may act as ez-o!fic¥J 
oilice-bearers in the societies, subject to the control of the elected :lOm· 
,mittees ot' -the societies. They should not take shares in ·the societillS 
not .. ~otild· they share in the profits. . When these 110cieties. hav:e :. 
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~rinly" eatablished (the· sche.riie contemplates' t'big llemg in ·ave yeafl! 
time)' the officers employiees of the societies will he paid salaries arid 
bon us by theni. . 

Secondly,' the scheme enviSages the P. W. D. advancing funds to 
1he District Engineer in charge of the society in order that the lat:t:e!r 
may' be started oii. the contract which has been· allotted. We consider 
that it should be the society' which takes contracts arid not the Dist" 
ric't. Engineer and that any advance payment should th!ll'efore be m'ade 
to the society!. 

ThiJtdJ,y, the scheme proposes the enrolment of members ilnto . the 
5ociety by Assistant Engineers. Initially, such enrolnient will be neces­
Siiry, particularly when it is intended that the society should consist of 
ex-servicemen ; but onee the society is registered, the admission of fresh 
members as well as the removal of members should be the responsibility 
of the society. The officers, appointed as recommended 'by us, might 
advise the committee of the society on admission and removal of mem.:­
bers. 

' Fourthly, .the scheme provides for a Welfare Officer: attached: to: th~ 
··Provincial Director and' a Welfare Officer in each society. Both arl! 
lo be paid by the State for the fitst five :y'elBrs; The farmer would advise 
on wage rateS and conditions of service, would help to settle ~jo1; 
disputrs between the men and unit officers and would· lay down speci• 
fications and arrange for accommodation, provisions and other require­
.ments. · The latter would be in direct charge of all welfare arrangemen~ 
.and would also preside over the men's panchayats. to settle minor dispute!J· 
and grievances. We do not consider that this· arrangement is sound. 
·The Provincial Welfare Officer should advise co-operative societies on 
welfare work, but the decision as to what measures are to be undertaken 
must be that of the committee of each society. Moreover, under the 
Co-operative Societies Act, disputes should. be referred to the Registrar 
·of Co.operative Societies, who may if he wishes refer such disputes to 
the Welfare Officer for disposaL SOcietY Welfare Officers should be 
appointed by Governments as officers o:f the Co-operative Department, 
arid should be responsible for executive action in accordance with the 
decisions" of the coni.mittees of societies .. They should also advise pan­
eh'a;Yats iri the S(lttlement of minor disputes or grievanees. 

~ In' Madras, the P. W. D. have informed' the ReiPStrar of Co•ope'rli· 
. tlve Societies of particular items of road work, building· constructions, 
'digging of irrigation channels. etc. For eacli work, the Registrar of 
. Co~operil.tive Societies iS orgariiziriif a separate laliour contract C«H>pera­
the society composed' of e'X-militin'y' men ai:iif ex-military officers. The 
P.W .D. have also given an undertaking that when a co-operativ6 societ:Y 

'm gariized for a particulari item of work ltiui complet~d the joo to' satill­
. f~c~1ou. it would be given fresh items of work so as to provide employ-
ment for· all the members of that society·. Governinimt have stntioneil a 
~ial' ®-operative offieer in .the Military Release Centre at B1111galore 
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ll114,,au~~p~J;,~t .¥".4"!Jkar!U-. .I:j:e ,is ~~.e~ted tp colle,ct ex-~tary pe!'IIOil­
If\ll Jpr t)le vl!ri~us )abolll' .co~~ctio11 co-operatives· wh1eh are. ·to ·be 
Qr~aniZe<j. for undertaki!'g .the works indicatel(i by tl).e P. W. D. Whea 
a • f.i\irly "~eql!Jlte n,umb_er. o~ ex-mi\i~ men .. has been enrolled by hiru· 
I.o~: ;<ill ~e proposed soci.eties, the~ ;will be. reg~st~red, under the Co-opera·' 
ti~e .,f;iocietil!S .Act. If !lpfficient number ot s~illed labourers are noll' 
avaii.qbl~ for any particular work which has been offered by the r;·W.D.,! 
the 'society will have 'iO . admit as members even civil perSonnel as !>therl 
wise it would be impossible to complete the work and fulfil the ·contract 
U\l,dei;taken. Bu.t. care w,H1 be ~~e~ t,l:u\t .top many ci:vil sk,ill~d labo~ers 
are not enrolled in the society an\1 tha~ .thll. qbaracter 0~ the society whi~, 
is primarily intended for resettlement of ex-military personnel is not 
neatromd. 

•We recommend that .the .schem~ prepared by General Headq~tera: 
may be consider~ by :the provinces and states for prepari11g their . owa 
Slchemes fm1 thel organi.zatioli of: .Cqnstruction Co.,operati:Ve' Socilrt.ie&.! 
par.ticularly for .the. resettlement of · ex-serlvice., personnel. G.H,Q., 
bchem11 should be modifiec;l as suggested above to make it fully co-operative· 
i~ :.c~araAiter.' · 
~o!lWI~~!l~~~~oliJI .. -. . 

12. (1) The most distressing feature of Indian ro.ralli£e is the ·ll~is~· 
ence of the large · mass of landless agricnltnral labour · whO: 
&ubsist on the meagre inc.ome; they scrape. up from their .earni1lg8 on 
wv1k8 connected with .agricultural operatjOJIS or of such casual nature 
as ·the construction or maintenance of village ro3ds or small publl!t 
buildings foi- ;use as hospitals, schools and libraries, or digging of welbJ. 
o'r · e:KeiiVation of tanks. · Their chief weakness arises from lack of '"" 
ganized bargaining power, and this power they can acquire by forming. 
tllemselves in co-operative .soci!lties. Labo\11" co-operativs of agricultural 
lab.ourers ·are. th~refor!), e~ential for the uplift of this class ; they will, 
irii:idcritaHv facilitate the execution of works in rural areas which· are ! • .. ' .. 

at present served fitfully. Village life it;t It;tdia presents the strange 
spectacle, on the . one hand, of a large part of the population sunk into 
poverty an!l wasting its life for laclj: of adequate employment, :<nJ on.· 
the other, of the existence ·of great tasks of improvement crying for 
attention. We strongly recommend that the Regional and Area Pro. 
mouonal .Agencies proposed in Chapter VII, should undertake the or­
gamzation of labour co-operative societies for rural labour, and secure 
employment by engaging them on village works during those parts of 
the year when agricultural employment is slack. 

(2) The brief survey of the position of labour co-operatives in India 
shows that their organization i• in itR infancy, but when reconstruction 
'plans of the povincial and Central governments are put intO op'eration, 
there wm be considerable scope for their accelerated promotion. We 
recommend that in organiZing labour co-operatives for the ordinary 
labourers. the model of those set up in Italy or New Zealand should be 
adopted. Labour co-operatives shonld generally composed of a small 
number of men. There is. however, no objection to co-operative societiea 
being organiZed for a large number of men, but it will be neeessary for 
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them to work through 8JlUill ~elf-contained" unit!!. ··we rec6nunend 'that: 
the Public Works Department should draw up plans and specifications 
and prepare schedules showing as accurately as possible, thq nature arid 
qu11-ntitics of the work to be executed. Contracts for such w?rk should' 
DOt be given by tender but by offer to a labour contract socrety. . T4e 
Schedule of rates should be so prepared as to permit a woltkma'n of 
anrage abiliiy to earn a reasonable wage or the market rate whichever 
111 lligher. 

(3) The Goverment and local bodies should give preference ·for 
contracts to labour ·co-operative societies. 

(4) The Public Works Department should also extend some tolerance 
and pass on unforeseen but necessary additions to CXXJenditure incurred 
by a society, as it would have done if the work had been executed de­
partmentally. It will also be necessary for them to. show tolerance· in 
SJJtcification and standard of work in the initial atsges. 

(5) Ordinarily, contractors balance their losses against profitS. on 
other works. In the case of the co-operatives, a loss must be financed by. 
Government, at any rate for ~ period of time until the co-operatives are 
.~ly established. · · 

(6) Materials required for the work· should be supplie;d by co­
operatives themselves so far. as possible, as this will provide an additional 
source of profit and employment. When not manufactured . by a co­
operative employed on ·a work, materials should preferably be obtained. 

':from other co-operatives. This preference should also apply to additional 
services w~ich may be require~. · . 

(7) The Regional and .A:rea Promotional Agencies recommended 
in the Chapter on Small and Subsidiary Industries, should un®'rtak.e; 
the organization of labour co-operative, societies as the classes of people 
who will form these two kinds of co-operative societies will be similar .. 
Tb~se agencies will, besides organizing the labour societies, discharge the 
!a_n.;t.ions .of a Federation, until it is set up. · 



CHAPTER IX. 
CONSUMERS' CO-OPERATION. 

~l;todnctory.-. 
,,;•t Consumers organize themselves into co-operative societies to ob.tain 

·\their reqnirements of consumer goods and services on terms of greatest~ 
·~d.vantage to them and to .secure for the small man many of the henellta 
of large-scale operatio~. This tyPe of Co-op~ation 'lmdertake9 the 
retailing and wholesaling, and, sometimes, the production and pr~ing, 
of commmer goods, and seeks to reduce trading·: costs hy making. buyers 
their own sellers. Unlike the producer mo'l"ement which is concerned 
<Wi~ particulan classes of people in particular regions, the conaumer 
•m'o'vement carries an appeal to all persons, as all of them are consumers, 
'arld may' be regarded as an organization having the 'whole society for 
-itli membership. The movement is of 'particular interest to women 
'liS' it enables them to make substantial economies in domestic expendi· 
't'ore 

· 2 .' Most eo:risumers' societies have been established on the principles 
first enunciated by the Rochdale Pioneers. These principles advocate 
open membership, democra,'ti~ . control, cash trading lait market pricCII, 
fixed returns on capital and dividends on purchases. Open member­
ship, ·democratic control and restriction on dividends are the basic ideas 
which lie at the foundation of all co-operativer societies. Cash trading 
has peen adopted to avoid the risk involved in ~redit dealings an~ aalPB 
at current market priees guard the society against business losses, pro­
tect· it from the charge of price-cutting, enable it to bujld up reserve!J, 
and make the payment of dividends on purchases pos.~ibll!l. These divi· 

:dllnds are the rewards of saving through spending and provide the 
. strongest mducement f' • n~:l loyalty. 
Consumers' movement in Europe.-

3. The consumer movement has been very popular in Europe. The 
· extent ·of its enterprise in Europe in 1935 is shown by the following 
data • :-- t 

Member. 
a hip- Trade of' Prodac-
CODBO• conan- Per Cftnt tion or Trade of 

Popu- mer co· Namb"tr mer -Iii!• of total (!OftRU• oent.tal 
lation. opera· ofao- triba. national mOT who~ 

tiveso· eietiee. tin so. retail .... ,_ ul& 
oietios. ciotios. trade priw. 

Millions Millions Million HiUion MilHou )!Ul!QII 

Caecbn881Iovakia 
dollars doUnra dol!&ro doll•n' .. 14·7 0·8 003 69·2 2·7 8·2 at· Donmtvl: .. .. 3·7 0·3 1.939 63·4 11·2 4<)•1 

Pinla.nd .. .. 3·7 0·5 532 73·0 25-:W ·0 13·6 ft•8 
Fronoe .. 41·2 2·5 2,008 233·5 3•1 15()•1 
(}NQt Britain .. 46•0 7·4 1.118 IOSO·g 12·0 344:4 578•1 
lionoay .. .. 2·8 0•1 49'1 31· 4·4 to· I 
Bwedeo .. 6·2 0·6 719 103·7 10·0 26·3 44'1 
'-Swit~ula.nd .• .. 4·0 0·4 585 94·2 I0-12•0 21·4 6'1·~ ... ' ' ' -- 0 -• Report of the lnqwry on Co-operative :E:nterpnse 1l1 Europe,' 1937-
Page 7. · - -·.- .. 
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The main achievements of the consumer co-operative movement in Europe 
have been :-(1) Reduction in costs of retailing with advantages aceru.­
ing to consum~s, thus makjpg p~~ibl~ mQl'~ saving and higher standards 
of living, and ·cont~b11ting to e;co:qomi,c stabililj;y. (2) P,rovision of 
botter quality goodS; (3) ·promotion of thrift ·and consequent increal!e 
i11 economic security of members. (4) Edueation in intelligent buymg, 
'family budgeting, and general economics:" ·( 5) Better citizenship, the 
~estilli of' widelv" diffmea· owtuirsllip.'of .an important de1110cratie 'busineliB 
·enterprise; ·,,<6) ''Check' on 'li19iloj>oly' by 'co-operativl!:'clim~tition.; &Dd 
on profiteering. ' 

Consumers' movement in India.-

4. Co-operative ·Stol'e.s were orgamzed in sev!!rlll parts of ID~ 
almost. as ilarly as ·the• co-operative· l!redit 'ffi0VIl1llilnt. They did. AIO.~ 
·however, make lillY! great· progress until Wo,rld \V ar I when the.. ne~d fg;­
•lilem was tnore keeJlly· felt, and they increased m n~ber. an\l importaiJjl8. 
'11lle f!UCcel!ll acl\ieved then· was: not reta~ne(l, •but· world War .I~· ~!Ill 
given· them a fresh and stronger impetus. &me idea of its expal1S~IlJl 
since 1939 and it.~ vrese.nt size is COI\Veyed by ,the following figm;~s :-

Num~er o{ consu .. 
w.ent ' societier lo, 
Britt'!h ~ndia. 

408, 

;J,539 

16,431 

6,()0,000* 

Annuo.l sn.lcs 
(in 'Rs. Jakhs ) 

54·22 

l<'ew' rural stores ·societies have so far been organized, and even in the 
province o-f l\Iadras, where the consumer movement is strongest, only 
4CO rural soeietie• have been established. At present the movement is 

· ·hitgely urban. · ·During the pr<'f<l>nt war, the rationing of foodstuffs 
and e·conomic controls haye heen ·directly responsible for the organiza­
tion of numerous small stores in cities and large towns since Govern­
ment have re.cognized tl1em w1Ierevet:- possible as 'the distributive iigeric1 
.foJ; the people. The middle and even the upper classes have during 
t~e. last two years or ·more bt'en ·drawn into the8e ·0rganizations. The 
cQm,moditi~s commonly retailed hy urban societies are foodgrains, sugar, 
charcoal, butter, ghee, cloth etc., but the range of goods handled by them 
il\ wjdenjng and has ~een still more widened by .their appointment as 
licensed •~llers of rationed ahd other controlled commodities . - - . . .: 

·Constitution and working: of a. primary societ~ in Madras.-

5. Iu Madras, a pl'imary ·stores societv pur~hases consumer .goods 
'~nd retails them . to members us,ually at current market prices for: ~ 
or against trade deposits.. Its operations are generally eonfi·ned' tO & 

0 :f.igtit'eS are ·;;fprbxitiia~ -



tow11. or a village ,... grpup o~ ~~e&, -;yi~ a ~r9yisi~n . ~or . op~,!J.jnl( 
bran~lll! and depots. The financial reqmrements of the soCieties· are 
Diet' frO;m· ~har\l capital, deposits (fixed and trade) from members and 
loaiul.> fiom ~he c.o'Oper~tive ··central' bank. Bbrrowingf! are, ho~vel", 
iillii~d.' t;O' five' times· the ·owned capital'. · Shares are usually of Ba .. 5 
iinl( i~ some eases' of He. 1.' ' They' can be he1d ·by indlvi~nals and also 
by.' !lertJrin'.' ·institutions' likC! hostels; devasthanams, etc., but indi Vtdlllll 
'sllili:'ehold.ihg' is !hnited iii' value 'to' Rs. 1,000. Management vests in au 
~lficl.ed. bOarq of' 5 to 7 directors, executive adminiStration being entrillsted 
to'.'a1 secr'etary';' · 'Daily 'bUSiness is ·carried •ott by• a paid staff consist.ing 
'U8113ll:f 'bli il\:\e · ~aget'; one accountant, and .a number of salesmen, go­
don "kf'epern; packers; and others, • The power to· make purcha.>e.< ijl 
'ti{rejj' td 1i pui·cha8e 'sub-committee of 2 or 3 directors. The establish· 
ment costs of a society vary from Rs. 91 to R .. 3,860 pe1•' annum .. In 
a store of moderate size employing one manager, one accountant, one 
'salesman and two menials, the annual costs are about Ra. 1,080. The 
secretary is generally an honorary $orker· ·but the ~ociety ntll.ke& " pro­
l'i~io.n in, its budget for the payment of an honorarium to him when there 
'iii 1no'·psid' manager; 'The stores ~r(\ supervised '!>Y a staff employed by 
'Gov\\rnlneht'ati.q''by central banks. Each store supervised by· the' dt.aff 
'6ftlie liJ,tte'r pays ~·it at 4 ann~ :per Hi!· 100 of sale& per annum subjnat 
10 ~ "tilnxim,uih 'of Rs'. 150 per ann~.· In some 'cases 1;hey pay ~t' 'the 
'rilte \if "i1't' iinnas iii orde'r tb ·meet the additional cost iueurred by the 
"~i1tral b~'.":· The societies, are liable to' pay audit' fees to Goveritm<.\ll:t 
after i~·e· third year 'of their working if their 'annual sales exceed I'.s. 
1r,ooo. ·Orit'of' tlie het profits, a' quarter is carried to the reserves, a 
uiviCiend Iimiteq by *tatute to 61 per cent. is distributed and the re­
mamdcr. is paid to the members in proportion to their purchases. As a 
wiir'time me~su,T-e, however, 40 to 50· per cent. of the net profits 'is 
carriP<\ 'to 'tl1e ·general reserve, and 10 to 15 per cent. to a business lo~ses 
resei:\·e, a dividend at a rate of 4 'or 5 per cent. is distributed and a bonus 
at tlie rate Of 3 pies per rupee worth of purchases is paid 1;1) memb~rs. 
Gowrnment employs and pays for. a special staff of one .Joint Registrar, 
ll;l.' Sub-Registrars 'and ~0 Senior Inspectors for direction. control and 
iusp¢ction. · The rrost on this account works· out to about R~. 62-R-~ per 
boci'ety 
r ; 

Constitutioh~ and working of a central society in Madras.-

/i, .. A. .v,.•holl'tl!lle or. r,entr~ soeie~y eo-ordinates 'the purcl;ase., ?£ 
P.pnmrie~: affUiated t9 it. It purchases stores in bull;;, in propPr ,s~-1-~0~JS 
llfl~. fro1~ the e.entre,s of .proquction or marke~ing .. ' Its funds ar~ d~,rivcd 
w.~itilY.. fro.1J1. the share capital and loa,ns from .co-o_perative central. banklJ. 
Borro\\·ing 'is limited to ten. times the owned capital. l'lwres can b<~ .l1e1fl 
~.Y: 'p,ri'!l<;ry stores t<Ocieti~, other co-operative institutions. public r-:cli~s 
apd, in<'\i:v:idual~. The day to dnYJ working of a wholPs.~lc socinty. is 
in 'the l1ands of. a paid secretary or manager.. l\fany of these socictfP,~ 
hav~ aheen permitted to sell j!:oods on credit to primaries to the extent 
ot t~g ql th1;ee times the share, capital invested in tl,le former by. tqe 
Jattrt 
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.O,.liiea 'of the failure of cOD811Dler&' societies • .:.. 
. :: .. ·7. An examination of the ~orking of consumers' societies .'a.lJ. ?Ver 
the ·'World shows that where there has been a failure it h~ been-~~ 
due to ·one or more of the following eauses :-lack of busmess tranUDg 
or ·ability or experienee in the store penonnel ; want <J!f ca;reft4, ;~ 
o.f members' requirements ; stocking of goods that had only. a lin»:ted 
demand. because of the varied tastes .of a heterygene((US m~bersl_!i? ; 
:insnfficient loyalty and interest ai!long members i bad debta_ ~ 
,{rom eredit trading ; too narrow margi~ between whol~e and. r!l~ 
pJ;iees ; defeetive methods of stock·keepmg ~d. aeco~ting ;· and dis· 
proportionately heavy working costs. In India, m partienlar, t'_!9o ot)ler 
important causes of failure have been too much dependenee on honorary 
serviee and too BDUill a size of the store to secure a compe.tent staff and 
etlicieney in management. · 

:Beoommendationa : :Rural Stores.-

. , .ll. The simplest organization to supply the consumer ·needs of the 
J'Ul'8l- population will be a separate society for. each village or a group 
of . villag~. In the present circumstances, however, the needs of. the 
.villager are so 1-ew and so simpl~ and his standard of living so low .thall 
'it may not be justifiable to start an independent eo-operative stores in each 
, village. . W c, should, therefurp, cpnfine ourselm at pr~nt to entrnst.i,ng 

· this business to village primary societies._. We recommend that as many as 
possible of the satisfactorily working primary societies . should under­
tllke stores busine:ss. Incidentally, a business like this will increase the 
member!Jlip of and the loyalty to the village society. We are, however, 
of the opinion that the stores section should be separate from the credit 

'section of the society. We further recommend that, in the beginning, the 
society should deal only in those commodities which are in daily demimd, 
~ond that it should purchase its stock after preparing an estimate of 
Q.emand with reference to established needs for a period of months or 
_pnferably after obtaining indents. The funds for purchasing the stock 
may be obtained from the co-operative central bank. Following the 
principles of the !Wchdale Pioneers, the society should sell its goods for 
ca.&h or against trade. deposits. No credit should be given to non. 
members, while any credit to members, if at all given, should be of such 
an amount thnt, together with credits given for other purposes it does 
not exceed his total assessed credit-worthiness. We reco~nd tha~ 

· tbere should be no prohibition against .sales to non-members as such 
t>aks will advertise the benefits, especially of patronage dividends which 
. &hould be distributed only to me.mbers, offered by the societies and thus 
e.ru,ourage membership. We also recommend that the society should 
ent11nrage thrift among members by inducing them to leave their divi­
dentis with it as deposits or to convert them into shares. Finally, we 
.:.~~t;mmend tha~ it ~hould ~ake constant effort to educate members in 
. \ltl~~ty J;~Urcbasrug, t.e., buYJ.ng goods that yield the b~st return for 
thr1t pnee .• As reg11_rds the working eost of a store, we recommend 
thut half of 1t should be borne by Government for the first five years~--· 
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wor.urs•·and Employees' Stores.-... 

· 9. In the case ·of industrial undertakings and large employers of 
la!>our ljke railways, our recommendation is that the workers and other 
emplo)'lees in each of them should have conveniently situated CO-operative 
s~,res. The Madras Committee on Co-opera.tion, stressing the need for 
sn.~h. stores, recommended that Government should make it obligatory on 
employers to establish and run such, stores for their workers. We 
!ruther recommend that the following features of the societies in Madras 
11hould be generally adopted :-(1) Credit trading is 'backed by the 
employer's undertaking to recov~ bills from wages. · Qften, the ein· 
ployer himself inakes trade deposits in the name of the worker, e1Ieet­
ing ·recoveries from wages in easy instalments. (2) · The employiera 
supply the society 'with funds whenever needed so that the~ is nO' · 
outside borrowing. These advances carry a low rate of interest, and · 
at 'times no interest at an. (3) The employers place at the disposal 
of the society the services free of cost of clerks, station~, furniture, 
buildings-, godowns, transport vehicles, etc.· ( 4) ·On certain festive oeca• 
sio~, the em'ployers subsidize sales at or even below cost price 
Consumers'. CO-operation in urban. areas- . . 

·. ·.10. A.s regards consumers' co-,operiltion' in nrban areal!, 'vq,' find. 
lhat in some- provinces such M Madras· the move~ent has successfully 
e.~tablished itself by starting with a number of unitary· soeieties and 
later forming central societies of a .federal character. . We are agreed 
t~at in. these· provinces this type.. of organization shoUld continue and 
we .recommend that everv t'ndeavour shoUld be made to expand the 
movement on tbe•c lines. -In other provinceS, it will have to ·be considered 
whether tlJC urban consumers movement should be organized on the basis 
of ·a number .of unitar,· ~ocietiPs formed in' suitable areas, or on the 
basis of a sing-le larg-e-scale institution set up at a central place in the. 
province vith hran~hes in 'other places. The former system of organiza· 
tion. h•s the following favourable features :-a greater degree of loyalty 
is ensured in a locally owned society than in a branch of an outside. insti· 
tution ; it is in keeping with the principle of C()-operative democracy that: 
lbc peopl~ '~ho petronize a society should also run it ; and, if mutual 
interest is to prevail among consumers, it is essential that they should be 
>l'J!anized into a society worked by themselves. On the other hand, the 
!ysli'Tn of branch Organization is supported on the.following grounds·:­
t will be possible for the principal institution to gain the economies of· 
nr~P-scale operations, to maintain a highly paid and expert staf!' at head­
IUarters and Pfficient men at eaPh branch, to pool the resou'r~es of different 
·egions and offset thP lo.SPR sustained in some parts with th" Tlrnfits made 
n ·othen; ; the rentral instih1tion will ·also have a stronoorr bal'j!'llining 
>ower than smaller isolated unit.R with the wholesale· sellin!! a~~ncies. .. 

. · 11. w~ ~hould ~>mpha•i?.l' that ultimately the co-oper·•th·~ consnmer 
novement is to he basP<l eY<>rvwhere on independent societies fnnctioning 
n each area. and that the difl'.,rence. in organization applies only to the 
nitial sta!!'es, the. ditterenc<' being . whether there . .shonld be independent 
inii.s from the start or whether there should be a· parent iilstitution having 
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branches, these branches forming the .. :q!}el~i. 11f ~t~~ , iJ?;dep~d,~~ 
societies. While the former syste~ which directly approaches our .goal 
lias been sueces8fully. adopted hi Madras, iwe reeoglrlze that' there may be 
JllOvineeis' such as Bombay where co-operlj.tive orgf!ni~ati!>nS are likely to 
fail' unlesa full advantu.ge· i!l taken of the economies ofl'ere<.} bY! 1!-!rge-sea.le 
e!thrpt'iM. 'In imnh eases, we suggest' that the organization of consiup.er 
"~·operatives should start with the establishnl_e!nt of .a provincial societ'_y· 
havjnz 'liranc'!le!l ·spread: over ~uita.ble regions,·· with \?eal members and 
Tt~ca1 eommitteeJ!. ' . . " . . . . . 
. ' . 

1!?. Ip provinces where conditions favour the· adoption ·of the !!YStelll· 
n{ unitary' organizat.ion we recommend that a cCI.Ilsumers1 society on tile, 
Rochdale prnciples ·should be established lin· each to:wn, the aim be:ing ·to 
have one society for a population of about 5,000;. ·Funds needed by··t!Ie 
liocietie.• to run their business will be draw1;1.from. their ·sbw:e capital aml 
loan~ from ·central co-operative' bankll. As regards the share. capital, we 
find tl1at;in·Madra.s, targets have·been fixed at Rs. lP,OOQ and Rs .. 5,0® 
for average urban and setni-nrban societies respectively. In this 'CQJl• 
neJ>ion we recimnnend that the Co-operative Department should fix ta17g~!;S.: 
for nrious tytpes of stores in accordance with local co1;1ditions. 4 1h.' 
E&.'W'!l v:ay, th~ ~O-_?pe!ratjyel . DeWlr~~~t. shouifd ~r~be ].qui~ . ~or 
borrowmg by SOCiette~. r~e P.ep8lime:p.t should encourag~ the orgj\Ill,Za-. 
ti?n of primary url;!ft:p. soci~ties, a11d we are o~ the opinio~ that the S~!;e.. 
s}lOlllrl meet half of the l,l:qJep~itur!l incurred by th!)Se societies on thei~ 
worlti~ fqr the :(irst five ;rears. F01; each group of about 50 co1;1veniently 
sittlatR4 urbim consumers' 'societies and ~ral societes deaiing in stores,' a 
central society shou14 be organized, to which they should be a:ffiliated and 
thPy •houlrl purchase a prescribed number of shares. We recommend tb4t 
t.he cost of running ~uch a soeiety should l:>e borne to the extent of 50 
Pill' cPnt.. l1y the Government for the first five years. To co-ordinate the 
\<Ork of the central societies a,nd also to undertake inter-pro!vincial trade 
6nd t.o colleet and disseminate market inteVigence such as that regarding 
production and marketing centres and agencies in the province and out­
Firi~, !I provinrial consumers' so~i€ty should be organized; We recom· 
meno tll~t hnlf the cost of its working· 'hould be borne by Government 
f~~ t.)ie first five Y~l/rs. · · · · 

War condition.~ and the operatio:t of rationing of foodstuffs ·and ·eeo­
l··.<•mi<•: controls have stimulated the. growth of large numbers llf small 
oh-opPrative ~tores in. towns· and cities .. "When normal conditions· are 
re-estilblish~d, it is. likely that a· large number of these stores may close 
rl«wtt. ·: ~J'Ims the urban population may be deprived of ·the services (}f· 
til~'""·. stores and the profits and reserves accumulated by them may. bo 
frtttet·e<l away. We are of the opinion that in such circumstanCes -,1;n 
al'tJV<> .. polir•.y of amalll'amation of· t.bese stores into a single town ·or eity 
S((l~·~ elwuld. be p1~rsued so that each town or city store. is projvided with 
». )>>r<~•· .. •h:u·c carutal and reserve fund. We understand that in nnP. of 
l/t• larg:." cities i.~ I~dia there are about 60 such Slllllll stores wi,tl\ .. a~ 
~:- f'·a~~ _"hare ca~;nta~ o~ ~- ~.oop anq equ!llly large reserve a1ld ot.het' 
'V !,U)~ · · ne ru;Il~a~a~'?Jl Q~ tlt~ll!l: 6p, ~t,Qr~~ '\VOP,\q b~~ i,nto lllfVl~~~ 
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.a strong city s'tljre with a shar~ t\ilpital of Rs. 3 lakhs anct r~iirve· 111id 
<ltber f!tnds of about ati equal amount. The city store may use the 
present small stores as .branches till the controls continue ; but when the 
controls are withdrawn, it may either deal through these branches or 
eomert itself int<i a unitary\ store. A large share capital and a large 
re~~e~ve fund to start with offer a golden opportunity for briilgittg intG 
<!Xi.stence a chain of town stores which can form themselves into a pro· 
vincial wholesale society and thus streD~rthen the eonsumers' movement in 
proYinces wherE! it has not made much headway • 

. 13. In those provinces in which the conditions are such as to requ.irll 
tlie establishrnen't of a central organizatian first, we ~ornmend that a 
pro'vincial consumers' Society should be established, which Bhould, as 
far· as possible, combine in itself the functions of the primary, central 
and provincial societies. As its business is established and its po­
iiitiori stabilized it will gradually extend its servioes to other townS by 
opening branches .. If the latter are ultimately to' be converted into 
indczJeJ:dent societies which is our aim, it is necessary that the patent 
~ustitution· should allow, consistent with efficiency, the patrons .of each 
loea.litv to m.ari a local branch, and when sufficient loeal interest has been 
hrouse"a, it snould offer to the local patrons the option· of converting thll 
!oc.ai in8titution into a society of their own. 

I,inking of consumers' stores and producers' co-operatives.-
H. When the producer co-operatives deal in goods which the con­

sumer societies require, . it' is to their mutual advantage that the ;two 
iiJstilutions should be linjked in a. buyer-seller relationship. We, therefore.. 
recommend that the central and provincial consum~r societies should 
{'Ul'chase their requirements, whenever possible, from produce;r societies, 
preferably from those marketing goods in bulk. To ensure fair terms 
ot business and g~nerally to harmonize the interests of produeet' and 
torummer societies, we recnmmend that the Provincial Co-operative Connell 
l'honld constitute a Provirtcial Advisory, Committee and similar com­
mittees for suitable regioml, to settle amicably questions telating to 
prices and other terms of sale in case of disagreement. The Provincial 
Committee should consist of the Registrar of Co-operative Societies as 
chairman, one representati,•e of the provincial consumers' socidy, one 
rept'esentative of the Regional Promotional AgencieS and one represen-
1ati~ e of the provincial marketing society. A Regional Committee should 
eonsist of a representatiw of the Registrar of Co-operative Societies to 

·ael as ~hairman. and one representative of the central consumer society, 
Gne representative of the marketing societies in the ~gion and one re­
presentative of the Regional Promotional Agencies. 

Cons\tlmers' D:!\"'k dislfributing: socil!t{ea-
15. In Chapter IV we have suggested that the task of suppt.Ying 

milk to the urban consnmers could be shared between producers' milk 
unions and consumers' societies, the former collecting milk from villages 
~nd, transporting it to towns and the latter· purcllasing and l:lltailillg 
lf to cnnswnel'IJ. We recommend that, in all towna iD. which JDllk 



'!lnions ~re. establish~d, ·consumer§.' .:!Wk distributing. societie~ also ~ould 
be established. One of the factors on which the successful working of 
the latter will depend is that they should have a large membership. ~ 
order· to have a large and growing membership, it is not necessary that 
the sale of milk should be restricted to me~bers as, in our opinion, the 
diVJdcnd on purchase offered by the soeiety to its members should pro­
vide a. sufficiently strong incentive to coDSumers to join the society :in 
large numbers. 

'!'he daily mllk req'Uircments of the coDSnmers' ·society should · i>e 
suprlied by the producers' union on the basis of a. contract fixing ~h? 
lltinimuin ·and· maximum quantities of milk that the latter is to suppjy 
da;l,r to the former, the quality and price of the product, the time. ot 
de!Jvery, etc. As the milk supplied by the union will be raw, the 
consumers' society should arrange for its pasteurization before dist\ii­
bntion. · The society will also nlled equipment to process any milk that 
1\lmains unsold. The cost of these capital investm?nts will be large 
lllld will be reflected in such high prices for milk as to be beyond 'tlte 
means of an ordinary eoDSumer. Current public opinion is in favlilll' 
o! lowering milk prices in order to bring them within the means of th& 
largest possible number of people. We, therefore, recommend that the 
State should ~ the entire capital expenditure on these plants. 

Arrangmcnts for distributing milk may take the form of aool'-to­
door delivery or sales at convenient centres in each locality, or tooth, 
the arrangements being decided ·by the members of the soci11t;r afteJ: 
toiUug the local.conditions into account. 

Ex-servicemen and consumers' :co-operatives.-

16. Ex-scr(vi~e person~e( employed in R.I..A.S.C.; Detail ISGlie 
Depots, Officer Shops, etc., have specialised in handling, transportin"' 
w•n·eh(/using, distril)uting and selling a large variety of goods, and will 
be very useful in organizin~ and managing consumers' co-operatives. 

Estimates.-, 

17. A. PR.IMIARY SOCiETIES. 

Nutnhl>r lo,ooo· at:' there are at present 10,000 efficient primary BocietiOa 
· · •·•·· thoec ol388ilied as belonging to A. & B audit ~traunll. 

E,tabliahm~nt : · Socrotary@ Rs. 20 p.m. 
:.r Ra. ~ J>!.B•. 

Total for .lO,OO!J atoroo.= Rs. 24,0jl,OOO 

7-2u~ of thq total esponditure, half should be p•id by the Govemtnont during the first'fi'V. 
' 

Nmz:.I'Thia.ostimatn is f?r tho6rst live .years. Half. the cost of new prima ~.e.. 
-llnoorlakmlfato,... b........,.ahould be !w,roo bv Govonunentin.llibsequenlyeara.ry 
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B. URBAN SOCIETIES 

. . . '):hese ,will be organized only in those provinces which .favour orga­
lliza1i.on frolll .the. bottom upwa.rds and hence the number of societies to 
bP. formed' cannot" be: determined. The approximate cost per society is 
givm below :--.-: ' 

Establishment: 1 Sccreta.ry.Accountant@ Rs. 60 p.m. 
2 Salesmen @ Rs.35 p.m. each R~. 10 p.m. 

Rs. 130 p.m. 
or H.s. 1 ;5UO p.a. 

Out of the total expenditure, half should be paid by the Gtlvernmenb 
during the first five years. 

C. CENTRAL SOCIETIES 

l'hese will be established only in those provinces where urban socie­
ties are formed and hence the number of societies to be established call• 
not be determined. The cost per society is gilven below :-

E!Mbliahment ; I lllanagor @ 
I Accountant @ 

Rs. 250p.m. 
Rs. 100 p.m. 

Rs. 350 p.m. 
or Rs. 4.200 p.a. 

Out of the total expenditure, half should be paid by the Gtlvernment 
during the first five years. 

D. PROVINCIAL SOCIEl'IES 

Number 11 
Eotablishment : l l!a.nager @ Rs. 500 p.m. 

1 Accountant @ Rs. !50 p.m. 
1 junior Accountant @ Rs. 100 p.m. 

Rs. 750 p.m. 
or Rs. 9,000 p.a. 

Total for 11 societies= Rs. 99,000 p.a. 

Out of the total expenditure, half should be paid by the Government 
duriug the first five years. 

E. GODOWNS 
Each central society -is to be provided with a godown costing about 

lls. 20,000 and each provincial society with a godown costing about 
Rs. 50,000. This cost should be met entirely by the Government aa a 
free grant. 

J.>'. CONSUMERS' MILK DISTRIDUTING SOCIETmS 

An average consumers' milk distributing society will incur a capital 
U.JJ•nwtnre of about l}lalths on pasteurizing and proc~ plants and 
l.rtJnrport vehlcles. This cost should be borne entirely by the Government. 
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0. DEPARTME~ALSTAFF 

No special departmental staff will be needed for rtiral conSumer . ' ' . . ,. . . ; 

··c>-operatives, as these co-operatives will be sections of existing primary 
~•ieieties for which staff bas been pr~vided in Chapter lli. . 

(i) An officer of class I in each province 
in chargo of urban stores @ Rs. 888 p.m. 

(ii) One auditor for every ten urbAn socie­
ties, to audit, inspMt and supervise 
them:-

or Rs. 10,666 p.a. 

! Auditor Rs. I 50 p.m. 
or Rs. 1,800 p.a. 

(iii) Ono audit party for every fi\·e central 
Societies to audit, jnspt"ot and soper-

: vise· them, cn.ch pa.rty conaisting of:-
I Auditor . 
I ·t\il(it~tlmt Auditor 

Rs. 250 p.m. 
Rs. 75 p.m. 

Rs. 325 p.m. 
or Rs. 3,900 p.a. 



lM&n banka.-

Clt.AP'l'ER X. 
lmBAN CREDIT. 

Of the 2,703 towns• in India hardly 40 per eent are served by joint 
.toek bank8: J oirit stock banks are not intereated in .developiiJg the' 
bmmesa of small loans, beeause the cost of ndvandng and recovering them 
ia high. Further, as joint stock bnnks are not likely to have under ordi­
nary circumstances .full and intimate knowledge of the standing and 
:resources of persons of ·moderate means, they wilt not advance loans on 
pe:JIIDnal ~c:urity •. On the other hand, there are, in urban areas, nume­
rous persons of small means, like traders and merchants, artisans, factor;r 
workers, str~t hawkers, motol' and gharry drivel'IS who' resort to· mone;r• 
lendera and similar agencies for small loans and obtain them at high ratea 
~ interest. Ex-servicemen like technicians, and skilled workmen like cal" 
pente:m, black-smiths, meehanies, etc., will a!J!o require eredit for ~~etting 
•P their own business in small workshops. Co-operative urbllll banb 
qnali.f)' b;y establishing personal and intimate relatiollllhip with people 
of 1hill elaaa aa the most suitable . agencies for serving their eredit needs. 

: 2. Urban banking on ao·operative lines baa made good progre911 in 
Bomb&y and Madras which have 79 .and 2U4 urban banksf respe4tively. 
In other pSl'ts of India; it is either praetically non-existent ol' has m~ 
lilllall progreBB. The urban banks in Bombay and Madras have been or, 
ganhwd on the Lnzzatti model of Italy, with the liability of membe11f 
limited to the value of shares. Bes.idll!l raiaing the :funds by iflSue or ahllreS~. 
~ey IIC1lePt di1ferent types of deposits such as savings, eunent, ilxOO, · 
r~gt, ete. In Cll8e of need, they bo:t:row from eentral or pnmneial 
oo-operative banks. Besides granting loans on 'pel'IIOnal ~~eeurity,· they 
make advances on the seeurity of agricultural produce, merchandise, life 
insurance policies, Government securities, ete. They pl'<>vide other bank .. 
fng facilitieil also by, for example, tho iSSlle of drafts, hundies, ete., and 
oolleetion of cheques, hundies, drafts, bill$, dividend warrants, . ete. 
These banks which are rnu etlleiently have succeeded in some mewro.re m 
inculcating · habits of thrift among people of Blllall mean11 and mak.iniJ 
available to them funds at low rates af interest. · · · · 

:· • C<wllll•P ~port-1941 {1,724 towns in British India and 009 towns in 
Indian states) • · 

·' t In Bombay and Sind, urban credit sneieties having paid up $bam eapital 
<>t RB. 20,000 and over and doing banking bnsines, a.n. known as lll'bau banb. 
In Madras, 'Urbnn ~redit fJOOietif!B aeeept;ing deposits on eurrent aeeount and 
lllaintaiuing fluid reBOu:r<les according to the standards prescribed by the RegiiJ.. 
trar Are ca.Ued mban bank$. In many provinces this term is used for eredi' 
I!Oeieties working in urban l\l'ea8 irrel!peetive of ths llize of the share capital ol' 
the naMe of depooits acoopted by them. 
· · t A l'lll'!lrring depomt is a deposit made by a person 1\'ho und&rtnke,y to 

ll"Y to thll society every month a fixed amount for a eerlain period at the end 
et whi~h the amolUlt of deposit together with inb!rest ill paid to the d~positor. 
A· p!'el"erentlal rate of intere!lt is paid on such d&posits in new of ~ elemen~ 
of 1hrift involved in IIUeh depomta. • 

LUnf"£Acrl us 
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3. It has been brought to our notice that in Bombay there has been 
a demand on .the part of some well.developed co-operative urban banks to 
.convert themselves into joint stock' cOllcerlL~. We do not consider the 
.demand reasonable. A co-operative institution is formed on principles 
.quite different from those which govern a joint stock concern ; . the form~ 
aims at rendering service to its members at the cheapest possible· cost 
consistent with soundness and solvency while the latter aims at profit for 
its shareholders. This is why co-operative banks enjoy a number of coo.­
.cessions from the State which contribute in no small measure to the den­
lopment of their business and the building up of their reserves. It would 
be an abuse of co-operative effort if an institution nursed by it were allow­
lid to convert itself into a capitalistic concern. Moreover, an urban OQ, 

operative bank is brought into being mainly to serve the small and the. 
!Jliddle class men and if it is converted into a joint stock bank, these very. 
people are likely to be neglected. We notice that urban banking ha& 
~ade good progress in some parts of the country, particularly in Bombai 
where the banks are on the whole well-managed. The general policy of 
!ncreased par~jeipation qf non-officials in the movement can,1 therefore, ~~~ 
1mplemented m such areas to a larger extent. We recommend that some 
.o.f the powers now exercis~d )>y' the Registrar, such as those. of inspection, 
.lll)d silperviSlon, framing of. rules under the provision of the Act for in;.. 
·vestment of funds, and ·determination of credit limits can be delegated to. 
,a federation of such institutions.· The Registrar must, however, in ordet: 
'tO fulfil his statutory obligation be placed in a position to revise th'e a~tid:b.~ 
o()f the federation ~ither on his own initiative or on a representation madi; 
to hinJ. ' 

' ' Recommendations . .:... 

4: We ·recommeild that 

(i) in view of.the·usefulness.,of urban banks to people of small me~ 
they should be orl!Snized ih all towns. It should;· however; he ensured tha• 
they Iunctton on proper co-operative lines., When they receive deposits[ 
.on current account. they should 

(a) 

(b) 

(c) 

have a Paid uu share capital of at lea,st Rs. 20,000 . . . ' 
maintain fluid resources on the seale prescribed by the Registc 

rar .of Co-operative Societies ; · 

car~y .,to the reserve f.und at I~ast one-third _of their net pr9fl~ 
till 1t equals t~e pmd up share capital .and th.er~after .at.le;a~ 
one-fourth of the net profits. The reserve fund should be 
invested in gilt-edged securities or deposited in banks ap· 
proved by the ll~gistrar and should not be used in the busi­
ness of the bank ; 

(ii) C~cques drawn in payment of taxes on urban l1anks approved 
by tLe Heg1strar should be accepted by Government Treasuries ; 

· · (iii) Urban banks appro~ed by the Registrar should be ~llowed tO 
-4!ollect salary, provident fund and pensions, a list of such banks- beinq 
.supplied to the Treasuries concerne~ ; 
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(i.v) Thotlgh we are against the ptoposal of allowing co-operative 
batikS to change their form into joi!}t stock banks, Government should 
delegate· some of the powers exercised by the Registrar to a non-official 
federation of urban banks particularly in those provinces where urbaa 
ban)<ing has' made good progress and the banks are well managed. The 
Registrar must; however, in order to fulfil his statutory obligatioiL be 
placed in a position to revise the action of the federation either· on his owa 
initiative or on a representation made to him. 
Employees' Societi~-- . 

5 .. Persous working in Government offices, railways, pos~ and telegrapn, 
offices and commercial firms also stand il). need of being organized .for l;be 
purpose of thrift, saving and financial aecoml)lodation. 

6. Salary earners' or employees' societies have been organiz~4 .. _in, 
r.iiost of the provinces. They have made good progress in Madras, Bomba!. 
the United' Provinces, Bengal; Bihar and the Punjab .. Some· of t1!!5 110, 

cieties. particularly those organized for employees of r!J.ilways, post ~d, 
telegrapi). 'offices, port •trusts and municipalities. have large working eapi-, 
tal .. Theiy I advance loans to their members at a moderate rate of .interest 
and the limit of. il).dividu!l! loans is usually fixed at a certain multiple o~ 
the monthly :salary of the member. They · encourage habits of thrift 
among their ·members by adopting a system of compulsory deposits. ; Some. 
Of them spend a portion of their profits for the welfare of the staff. 

7. The success of these societies hns been due to their members bei~ 
b'ett~r educated and better able, therefore; to· supply efficient managerial 
stafl' imd · aloo' to tlte facility of recovery ·of their dues in 'instalments fr6111.•4. 
tlie mo!itllly sailacy:· of the members, 

. 1- • 

Reoofumendll.tir"· 
S. (J) W.e recom.mend that all offi~es,empl~ying fiftv nersoniior more 

should organize employees' co-operative societies. 
(2) With a view to overcoming the difficulties created by the amend­

ment to the Civil Procedure Code raising the non-attachaj>le limit of. sl!la-, 
ey from Rs. 20 to Rs. 100 we recommend that the Co-opeiatrvii''s~Cieties· 
Acts should. be amended on the lines of the. amendment made. in Bom}>af 
aliii)3ili<l, ~!J.ereby if a member executes an agreement in f~'!our of tl!-c 
society' a*thoi:iZing · his employer t~ make dedueti6ns from his salary: tO­
wards p~yment: of .the' debts or other demands owing to the society,- the 
employer is bound to make such deductions till the loan is fully repaid ol' 
the demand of the society satisfied.• · 

· · • 1Seet1on 24-A of the Bombay Co-operative Societies Act, 1925, as amenaect 
by Act No. XXIX of 1942 is as under : . 

(1) ·A m•mher of a society may exerot~ an · Oll\"ePment hi f•vour or :Ula 
•ociety providing that his . employer shall be competent" to de<Jues 
from the salary or wages payable to him by the employe~ ~u~ 
atnonnt. as may b.e specified in tbe agreement. aad ta pav the 
amnnnt so deducted to the societv in satisfaction 'of ·any dcl>t 01' 
other d<>mand owin~: by the member to the soeil'!v. 

(2) On tlJA PXe<"Ution of such. ri!!Tf'ement thP. emplover shtn if so :requboea 
by tbe I'Ociety by a requisition in writing and f!O long as such deb\ 
or demand or (Illy part of it t'<!lllains unpaid the deduction in u­
rordance with the ilgreelllent ana pay the amount 80 aeaaotea to 
the sooiaty. 



(3) Where ~eparate societies for menials ?r .low paid e~ploy~ are 
organized, the employers should assist such so~Ieties, by IIfaking aV8llable 
iltalf for their management and by grant of mterest-freee loans, 

~~Workers' So,cieties,-, 
9. The , &yal Commission on Labour in India, 1931, reported that 

among the causes responsible for the low standard of living of the worket. 
indebtedness occupied a high, place. They further stated that it was esti­
mated that in most of the industrial centres; the proportion of tlle families 
or individuals who were in debt was not less than two-thirds of the V1hole. 
They believed that debt was the principal obstacle tu efficiency beeause' 
it 'destroyed the incentive to effort. Inquiries conducted by the Depart­
BUIJit of Industries, Madras, during 1937-38 into family budgets of factory. 
·1t'M'kcrs in Madras City also showed th~t about 90 per cent of them were 
fll debt and that the average amount E"pent on repayment of debts each 
.,out& amounted to 13 per cent of their average income. In foreign 
IOU!ltl'ies. large-scale organization of friendly societies eonsumers' stores 
nd building societies have in a large measure met the various require-
81eBUI of the labour class. 

Ilt. Factory workers' societies have been organized in Bombay and 
)!!J4!tu. In Bombay there are 137 so.cieties for factory worker~!, ,.hey 
l!re mostly credit societies, but some of them run shops for mpplyiJig 
foo&tulfs and other requirements of their members also. In Madras there 
ste 10 aocietie& of which 61 are doing store business also, 7 credit soeietiea 
11114 a housing ,SOCieties. The progress made by factory workePS' I!Oeietie& 
iii' llthf'r provinces is insignificant. 

~tiona.-

11. (1) We recommend that, though credit societies do not provide a 
omnplete solution of the problem of indebtedness, they should be organized 
4n .every anill or factory for providing the credit needs of ita workel'll and 
,,..., for prom.oti~g habits of thrift. .We, haye recommended in Chapter 
JX. the ·orgamzat10n of consumers' co-operatives for !actory workers .. 

. (Z) We recommend that these societies sliOUld be ·a!ISiSted 0 y.; tlie 
emp!oyera (i) b~ supplying the necessary staf'r for: __ their management, 
'fi) •bY ,contr~butmg towards_ their expense.s, (iii{lly' giving loans free 
of interest or at a low rate of mterest, and (1v) by recovering the amonnt· 
due to tho society from .the :wages and .~alarics of the employel'S. 

(~) We reeommenc~ that .the Rcgistrarof Co-operative Societi~.s shonld 
.,...or'k m clo~e co-operat1on w1th the Labour Officer in organizing societies 
lor pronwtmg the welfare of the workers. 



CHAPTER XI .. 
ROUSING HEALTR AND BETTE:& LIVDflil. ' . 

IIo'IISiDg : ~troduCtory,-
Considerable interest has been aroused in recent years in the probleJa 

·Df town planning all over India anil a large number of cities and toYilllt 
will have town planning schemes as part of the post-war developw.enc 
plans. On account of its various advantages, housing on a co-opcrath•• 
basis ean well claim to be accorded a prominent place in these seheme11 id 
town planning, 

Special features of the problem of housing in India.-
. '2. The following special features of the proble,!D of housing in India 

emphasize the need for co-operative organization l-or this purpose. Ill 
the :llrst place, housing eo.-operative societies will render an invaluable 
service at· present when there is a scarcity of houses in India, owing. to 
J;h.e inteJ,Tuption of building operations during the war, and a acramble 
.for buildi,ng materials· to satisfy the long pent up demand. Secondly, 
·h:ailding operations are costly and involve the use of a great variety of 
materials supplied by a large number of middlemen. Every individual 
~ot .meet ,this high cost all" at once, nor can he supervise the constl'lll!• 
tion and avoid the m~ddlemen 's cllarges. Re can, however, avoid these oil­
advantages by associating with other individuals and forming a co;pper .. 
tive so"iety. ThircUy, in the elaboration and thP. exerution· of 1i selieme of 
'town planning, the town planning authority has to deal with a large n\UISO 
ber of individuals interested in building houses. J:ts work will be ~~f.e-
1~· facilitated if these individuals form themselves into groups with whieh 
it Clin deal. Fourthly, houses for lower income families are rarely bllll~ 
to order, and when they are built for purely commercial purposes, vert 
little trouble is generally taken to diseover and satisfy the real needs of 
·the prospective occupiers. The building industry run on ordinary 110m• 
mercial lines is too often concerned less with providing convenient. an4 
pleaoant houses to meet the needs of family life than with provid.iJ:I&' a 
!Jllll"ketable commodity. 

Adva.n1n!l"es of co-operative housing.-
. 8. Jn any housing scheme, co-operative effort has an advantage gy~ 
private enterprise because it is primarily concerned with the interestll of 
its members. It can ascertain the kind of houses the members want to 
build, and bring about cordial relations between the members as te11J111tl 
and the mempers as landlords in their corporate capacity. It can give 
to its member, freedom from the landlord's arbitrary interference and 
can arrange to share the responsibility and risk of ownership witb itl 
members. · 

po..operative housing societies-2 types.-
L • · 4. Co-oi1erative housing societies are generally of two main t)'ptt, 
(i) tenants' co-operative societies, which build or purehase hoUBes for aalt 
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or Ir.ase to their members, and (ii) builamg lor bUII01ng and Joan) so­
eieties, which facilitate the. acquisition of houses through the grant . of 
;loans made on mortgage seeurit;r. 

'.reuanu' llo-ilpei:ative ·Societies.-
"' .. li. Tenants' eo-operative societies build or . purelii!Se apartment o:r. 
lmnily house,s for their members. 'l'he members p~y a small. ent;an,ce fe!l 
and also subscribe for oue or more shares, for which they pay .1n mstal­
ments. J n addition to the funds so raised, the working capital of the so:­
ciet.ics principally consist.q of deposits from mem~ers and others and lo~ll!l 
.1ai.sed IJy . the issue of bonds and on the securtty of mortglges. 'I he 
member tenants 'pay either a rent or an amortisation of the 'purchase 
,price in cases where they want to become owner of their houses. ·Tb!e 
)lousing co-operatives meet all their charges from income thus receive4 
pud if there is a surplus profit at the end of the year, they distribute it 
to the members in proportion to' the rent or amortisation charge paid 
by each. ' 

.Building Societies.-
'· 6. Building· (or building and loan) societies are specialized cO.:oper&­
~)v~ credit societies. Their funds are· derived chiefly from {i) shar.e 
f,;il.pital and (ii) deposits by members and non-members. Each member 
of ~he society must subscribe and pay in full for shares or make deposits 
'nll to a certain proportion (generally 7 to 8 per cent) of the estimated 
~9st of the house he wishes to purtiliase or have built. Mortgage loans are 
wade to members up to 75 or 80 per cent of the value of the building, re­
Jl,I\.Y!ible 9.'<er a pe!iod .of years-from 5 to U and sometim~s evep 20, The~e 
~O~!~ties .are n11merically more important than tenants' co-oper~tive ·.s~­
Pi•~es, but are found in a smaller number of countries. 
;• . . 

Oo-operative· housing in foreign countries-

7. A. Tenants' Co operative Societies.-Outstanding example!! 
.of such societies are to be found on the American Cont!inent. 
one ·of the largest groups of co-operative apartments in the 
wl).rld being . that of the Amalgamated Housing Corporation in 
'the:. United States. The nucleus of this Corporation was formed ili. 
1926 by a group of members of the Amalgamated Clothing Workers. The 
entPrnrise has steadily grown until to-day it embodir.s a total outlay of 
.$3,500,000 and. provides accommodation for more than six hundred fami­
li,c~. In Argentina, the Ellloga1· Obrero, the big housing and· consumers' 
C!l·operath•e society of Buenos Aires, started with the construction of 310 
'iuqividual houses for its members and has built some large apartment 
)IOliSCS also. . , ' • · 

8. The tenants' societies are, however, most numerous in Europe 
where they arose out of the conditions created by the war of 1914-18. 
They were formed in about 20 countries and reached an important posi­
tion in Germany {3,630 societies with about 680,000 members) Austri;~. 
(289. societies with about 38,000 members), Great Britain (350' societies 
with some 40,000 members), It.aly (900 soeieties with about 71 0')0 
members), the Netherlands {414 societies), Poland (330 soci~ties 
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"it.b. 23,000 members), _ Sweden (1,000 societies with 40,000 mem­
bers), Switzerland (250 societies) and Czechoslovald>i (1,340 societies with, 

,000 ineiubet'S 1 · · · 

9. 'l'he societies in the Netherlands and Sweden have certain special 
features. In the Netherlands, nearly one-fifth of the buildings erected 
in the years immNliately preceding the recent war were the result of co-· 
-ojierative endeavour. 'l'here were, at the end of 1!137, 414 housing societies 
'grouped· in a 'federation which ·was estaJ!islied in 1913. • The largest ·or 
them was the General Housing Co-operative Society of Amsterdam with s 
membersl•ip of about 8,000 consisting mainly of workers and small salaried 
employees, and with nearly 3,000 flats under its management. The hous­
ing situation, during and imm~diately after the World War of 1914 was 
acute in Amsterdam. 'l'he £ociety obtained leans and, for a while, ~ 
subsidy (to equalize rents) from the Government. The loans were res· 
tricted and the subsidy withdrawn except in special circumstances, wheD.> 
the situation eased. The finance required for building houses was gene­
rally obtained from insurance companies and .trade union pension .funds, 
under a municipal guarantee. Loans were redeemed by means of. an­
Dl~iti~.s payable over a period of 50 years. Highly qualifi,ed architects were 
employed by the society. Its building schemes, which had to conform t~ 
town planning regulations, were supervised by the municipality. 

10. Co-operative housing has achieved remarkable success in Sweden· 
also. By 1922, the tenants' societies · bad become numerous enough to 
fo11n a federation, the Tenants' National Union; A number of tenants' 
savings banks and housing societies also were establi'ihed in several cities .. 
In 1926, these societies federated into a national union which in 1936 com· 
prised 69 loc3l societies with more than 17,000 members drawn from 
various social classes, the majority being craftsmen, manual workers and 
clerks. The nat10nal union maintains an architect's office and a pur­
. chasing centre for building materials, and has even undertaken the manli­
fa~turc of certain materials itself. 

11. B. Building (or Building and Loan) Societies.-There are­
important in the English-speaking countries and also in Bulgaria, 
Germany and Switzerland. Out of the 3,666.014 :new houses 
bui't in England and Wales between 1st January, 1919, and 31st March, 
1~38, 2,000,0UO were financed by the building societies. These 2,000,000 
houses provided accommodation to 10 million persons mostly of limited 
ntthu~. lu 1940, there were in Great Britain, 952 building societies, whose 
combined assets totalled £756,000,000. In the U.S.A. there were in 
1&39, 8,957 societies with a total membership of 6.,000,000 and total 
;~ssets of $5,600,000,000 on the 31st December in that year. 

12. Mention may also be made of the Reconstruction Co-operatives 
in France which re-built houses after the war of 1914-18. After some 
preliminary attempts made in 1918, co-operatives of this type really ·be­
gan to develop in February, 1919. They rapidly spread and by 1st 
January, 1924, there were 2,311 of them with an aggregate membership of 
168,266. They undertook building activities in 2,716 out of 4,434 com­
IDUnes destroyed or damaged in the French battle-field ares. 
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2lo1ISing IOCieties iD Indlll preaen' position. 

13. HoUsing BOOieties establish~ on eo-operatiye 'lln:es. ~ave beta Clirv 
!anized in certain provinces o~ India alflo but the1r act1V1t1es have beea 
.onfined to urban areas. 

14. Madraa.-The housing societies in Madras are of the mdividll&l 
ownership type. They borrow money from the Government and ad· 
vance lo&ns fer the ccnEtrutticn cf DEW d'll"elling honEEil, fhe ~ 
bemg repayable in 20 years. 'l'he loans to societies are ~ted to four 
.times their paid up capital. and are a first eharge on t~e1r assets: T~ 
interest charged on these loans is 4i per cent. Care 1s taken to dis­
l•w·se the loans in instalments keeping in steps with the progress in 
the ·construction of houses. 

· The societies issue loans to their members up to five times the latter's 
paid up share capital ~ubject to a maximum of Rs. 10,000 in the :Madra& 
City and Rs. 7,500 in the mofussil: The interest charged is ! per cent 
to 1 per cent above that paid on the loans taken from the Government. 

"The buildings erected out of the loans from Government are inspected 
free of cost by a Government engineer during construction and valued 
immediately on completion. The houses are inspected every year by the 
officers· of the Co-operative Department. The number · of societies in 
Madras at the end of 1943-44 was 114, with a membership of 4,308 and a 
<paid up share capital of Rs. 7,63,244. Loans due to the GoverlllJI.Cilt 
amounted to Rs. 11,51,984. 

15. Bombay.-The housing soeieties in Bombay, which number 114, 
eonform to one or other of the following types ; (a) co-partnership 
tenancy ; (b) tenant ownership and (c) the mixed type which is .a 
. combination of both co-partnership and tenant-ownership. Of the 114: 
Mcieties, 101 are working on the tenant ownership system and 10 on 
the co-partnership tenancy system, the remaining 3 being of the mixed 
type. 

A scciety organized on the co-partnership basis, owns land and builds 
·touacs in whieh a member is allotted a tenement or tenements according 
to his requirements. The n1embers contribute out of their own r~sourees 
jn the form of shares at least one. fourth of the total cost of site and build­
'ings, the remaining cost being met by way of loan from Government or 
-a financing agency. Tenants are chargea monthly rent so calculattld sa 
to covpr the general char~es of the society and leave a balance for .]lleeting 
)n:;t.alments towards the repayment of the borrowed capital. When the 
whole borrowed capital is repaid, E.hares \lP to the value of the borrowed 
capital are issued to the members in proportion to the rent paid by each. 

· In societies working on the tenant-ownership basis, separate houses 
are built to suit the taste and requirements of an individual tenant 
·member. The member holds his tenement from the societies as a lease­
bolder and the lease contains strict eonditions against sub-letting or trans­
fer. The lease-holder may pay the full cost of the house on occ11pation 
ilr he may pay by instalments as the co-partnership tenant does. M~ 

. • member bas paid the full value of the house, he obtains a lease from tra. 
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AllietT on a nomlnal rent. · 'I'he lease contains restriot!ona as regard& ·••· 
ment, sub-letting or parting with the property without the writtea till• 
aent of the society. 

16. Sind.-There are 22 housing societies in Sind working· oa dlt 
~ant-ownership basis. Almost all of them have completed the conatrv.C• 
tion of tenements for their members and have nearly repaid their loaDll. Tat 
membership of the societies is 2,917 ; share capital is Rs. 4,23,462. Be­
sides these, 23 house reconstruction societies were registered in the Hyder­
shad District in 1929, when, due to the heavy floods, most of the housea 
in the Lar division of the Hyderabad District, collapsed. These societiea 
were started for the purpose of giving loans to their members for having 
their houses repaired or rebuilt. They have now completed their work 
lllld exist only for the purpose of recovering the loans advanced to the 
members. 

17. United Provinces.-There are 31 housing societies whkh ad· 
vance loans to. members for the construction of houses. The society pur­
chases the land and distributes it among the members, keeping apart some 
portion for the common needs of members. Restrictions are imposed ou: 
sub-letting. .After the repayment of the advance, the member becomes 
the absolute owner of the house, subject to the restrictions on transfers 
imposed by the by.laws. · · 

Recommendations : A. Urban housing·-

18 (i) In all schemes o.f town planning which may be under }ll'&­

paration 01• consideration, a definite place .should be given to co-operative 
housing. We recommend that whenever town planning schemes are 
.qndertaken certain area should be reserved for people belonging to low 
or middle income groups grouped into co-operative housing societies. 

(ii) Whenever the Govemment., municipalities, improvement truata 
and similar bodies have at their disposal lands to sell or lease for lonlt 
term.-s, for the construction of ·houses, they should give them, preferabl7 

.. to co-operative housing societies at favourable rates. The present polic7 
.of selling the I and by auction to the highest bidder forces up prices 11114 
contributes to high rents to the detriment of poor and middle class people. 

(iii) We recommend that the Provincial Co-operative Council should 
organize when it considers that conditions are favourable, a Central Co­
operative Housing Society in each province. The main function of snell 
a society will be to grant long term loans to housing societies mainly for 
the purchase of l10use sites and for the construction of houses. It may 
·also p~U"chuse building materials on a large scale from wholesalers a:rul 
snppli<>s them at reasonable rates to the housing societies. The Central 
;Housing Soeiety will be able to attract cheap capital and command 11111B.· 
cient funds to discharge the functions mentioned above if the Governmellt 
guarantee its debentures. 



. ,(iv,) The fin!llll)ll required by the. housing societ;ies ~oultLbe !lllpPlilld 
~il- easy :terms by the .State or by 1usurance companies, preferably co· 
~pcrative insuranee societies, or in special cases, by land mor.tgage bank,.._ 

·(v) Although the value of the entire property owned _by a housing 
~oeiety may be large; t~e shar: of ea~h individu~l ~ember in it_ is ~mal~ 
If: in levying taxes 011 a housmg society the pr1~ct~l~ of progress1on. 1S 
followed, it will operate to the detriment of the mdivtdual member -who 
will ·be called upon to pay a rate much higher than what be would have 
to pay ·if the rate were based on the value of his· individual property. 
'we re~ommend. therefore, that the taxes levied on a housing society shoUld 
be so calculated as_ tQ make full allowance for the fact. 
. (vi) The co-operative housing society should, as far as possible, e~­
gage t)le services of labour contract societies in its building operations •.. 

'(vii) -.A co-operative society of tenants may be formed and may 
undertake to collect rents from the members who occupy' tene_ments 
particularly .. tenements belonging to the Government or publie bodies. 
Where the londlord is Government or a publie body, arrangements may 
be made for the purchase of the property by the· co-operative society. 

(viii) Labour construction ,eo-Qperatives <should undertake the_ pre­
paration and supply of bricks and other materials and the construction 
of houses. Ex-servicemen with training in leadership should also organize 
Community Welfare Centres on these housing estates, containing facilities 
!or recreation, reading rooms, etc. 

B. Rural housing.-

19. Many of the existing houses in most villages of the country are 
·flimsy, ill-ventilated, insanitary and unhygienic ; their floors are dlmp, 
the roofs leak and "the accommodation is insufficient. Rural housing is, 
indeed, a serious problem in India, and the standard of housing is so 
low that even small improvements to the existing houses will be greatly 
welcome. · · 

. Madras is making two interesting experiments in solving tbe prob­
lem of housing ; one of them deals with a rural and the other with a 
bElmi-urban area. The former relates to Y emmiganur in Bellary District. 
Y emmiganur has the biggest weavers' co-operative society in the province 
J!O!lsistiug· of 1,268 members working on 900 looms. The society bas built 
up reserves to the extent of Rs. 1,33,124. It has taken advantage of its 
financial strength to improve the housing conditions of its members. It 
proposes to acquire 62 acres of land on the outskirts of the village. On this 
land, houses and common buildings will be constructed on town planning 
lines. In the middle of the plot, it is proposed to construct a common 
hall flanked by an office room of the society, a dye-bouse, .and three store 
rooms ~or stocking yarn, handloom pr()(j.ucts and spare .parts of hau_d. 
looms. This central building will be surrounded by a road alongside. of 
which will be rows of houses, each house consisting of a verandah a. sitting 
room, a bedroom. a kitchen and a lavatory. Each bouse will be ~urround­
Pd by ~ little kitchen-garden. The weavers are expected to instal their 
looms m the common hall and utilize their respective houses only for 
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;fJJll'POS~ of dwellin~. .It has been estimated that the site wili ·cost &. 
;$5,000. It will be purchased by the society out of its own funds. Eaoh 
.ponse has been' estimated to cost Rl!. 1,2'5.0 excluding the value of the site . 
. The society has approached Government for a loan of one lakh of rupees 
free of intereSt. With this loan and its own funds, the society proposes 
,to put up 200 houses r.ostm~r Rs. 2.50.000. Such of the members 88 

'desire to pnrchssP. the houses will bP. required to ·pay an initial insta)ment 
of Rs. 250 for each bouse. Thereafter, they will pay an instalmP.nt of 
'Rs. !iO pP.r annum for tw~nty years. The sor.iety will repay the Govern­
'ment loan out of the instalment collected from the members. Govern­
ment have accepted tbP. principie of the s:ilieme, and are expected to 
~auction the loan required. 

The second attempt at Jlfadras bas alreauy borne fruit. It is the 
case of the Co-operative Housing Society at Harveypat.ti, a village five 
ptiles away from Madura. This scheme is the result of the initiative and 
enter:i>r~ of the management of the Harvey Mills. With a view to pro­
;viding dwellin~ houses ;for their 1abom;:ers, the Harvey Mills acquired at 
,Harveypatti 67. 97 acres of land at a cost of Rs. 19,015 and have cons­
tructed 396 houses at a cost of Rs. 2,23.687. The cost works out at the 
rate of J;l,s. 5.65 per bouse. A co-operative society has been formed of the 
labourers. ·of the mills, who propose to purchase these houses. The cost 
·of each houSe and the site on which it is situated has been worked out 
at Rs. 600. Each worker is re_quired to pay this amount in easy instal­
ments of Rs. 4 a month for a pE\!_od of 12!! years. After full payment, he 
-will become complete owner of the house except for the fact that no aliena­
.tion can be made without the consent of the society . 

.. ,. The main problem of rural housing appears to be one of finance. It 
!Jan be tackled co-operatively on a larg-e scale only after the standard of 
il)come of the rural population bas risen. and even then considerable State 
assistance will be necessary. Besides. before elaborate plans of rnral 
)iousirl! are unrlertoken. the St.ate sboulrl provide in the rural areas such 
l!memties au communications, water supply and drainage. 

· A modest be!!'inning in ·ilealing With rnral housing can, however, be 
made even in the Present circumstances. The co•t of building- a bouse 
·appears to be too lar!!'e for a vilhg-er to afford. but •ctnally a lar!!'e p•rt 
of it i~ made up of labour charges. and if the villaeer and his family 
contribute their labour in the construction of their brnse. it can be oon­
~iderably reduced. We understand that the Public Works Department 
in the Punjab have been making experiments with various types of local 
materials wbioh could be used in the building of rural houses. and have 
_prepared estimates of cost on the basis· of current. prices. They have 
also evolved a new material, namely, compressed mud. which is as strong 
as ordinary brick and can be manufactured cheaply. They have estimated 
tl)at a hC!Use with a room. a kitchen and a verandah will cost about Rs. 800 
.l!nd every additional room about Rs. 300, More than half .C!f the esti­
mated cost is on account of labour. and of the remaining half, a good 
deal is on aeemmt of locally available material. It would thus appear 
that if the vi!l~ers offered to provide their own labour and if local 
m~teti:;Js were used, the cost of a one-room house may be 88 low 118 



&, 150. Tl!e roat would be -very murh lower for etreeting. improvemn.~ 
to the existing houses. In order that the villager may use hlS o.wu !lnd llill 
-family's labour, it will be necessary to arrange for the construet~on Qll 
improvement of hia house in the off-11ea59n when he has usually little w 
4Q. ' 

.A co-operative housing society may be ?rganized. for a · ~oup of 
villages selected by the Provincial Co-operat~ve Co~meil, or h?us1~g may 
be undertaken by the multi-purpose eo-operative society operating m thos. 
·villages. After their construction, the houses may be taken over by the 
·society, which will be responsible· for ~e collection of re~t from the oc­
cupier members. An option may be grven to the cccup1er members to 
purchase their houses at a value determined with reference to the local 
market rates and payments may be made under the hire-purchase s-Ystem 
over a period of 20 to 30 years. · 

The rural housing programme will hav~ a better chanee of succeea i& 
it is linked up with the labour co-operatives, the establishment of whicl 
.we have recommended in Chapter Vlli.. If our ;recommendations made 
in that Cli.apter are carried out,. there will be in a group of villages a 
labour co.-operative prepared to undertake the construction of new and 
the improvement of existing houses, roads and othel' rural public worlts. 
Wherever eo-operative labour contract societies have been organiz<d, 
with or without ex-service personnel, Government should entrust to them 
.sehemes..for house building. on contract basis. 

As regards rliral housing for ex-servicemen returnmg to their village~~, 
the primary multi-purpose societies should arrange for the necessary sites, 
for timber at eoncessional rates from neighbouring forests for digging 
.drinking-water wells with grants from ·Government or local bodies and 
for help !n preparing bricks and lime by eo-operative labour of the ~em~ 
lie1s, la;u!n!l. roads and drains, purchasing in bulk and distribution of 
roofing tiles, rafters, . eoment, iron bars, etc. Where there is a sufficient 
u~~er of ex:servicemen and others in a vinage. or group of villages 
~es1rm~ ~ bu1ld new houses, it is recommended that eeparate rural hous.­
Ulg soe1eties should be formed. In all new areas which are colonized the 
Oove;nment should insist that houses should be built there aecoran:g to 
cer~am standard plans and should ¢ve the necessary financial and other 
assistance. . 

Vf e recommend. t~at the Provincial Co~operative Council should 
examm~ ~s soon as 1t 18 established and from time to time the feasibility 
of p;ov1dmg rural houses on a co-operative basis. The problem of rural 
·~ousmg should be looked upon not only from the point of view of provid­
.mg houses. to the rural population, but also of relieving unemployment. 

Health and Medical Co-operatives : Introductory.-

f 
2~d· P;oVId·~ion of medical service, improvement of sanitation control 

'0 cp1 em1c Iseases and the undertaking of othe 'mil ' • 
nnproving the h alth f th r SI ar measures LOr . . e o .e population are primarily the duty of the 
!f~~ ,~d thlS ~ bne odf the Important sectors of national life the problema 
.. IC canno e a e~uately solved by the Co-operative movement. 
The Government of U!d1a have already appointed a Health Snrv6y aai 
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Development Committee for preparing a comprebenaive health p:rogramme, 
I,t may, however,. be long before a. complete State medical service is avail· 
able to the people for the prevention and trea.tment of diseases. Volun· 
tazy- effort organized' on co-operative lines ean, we believe, play a. useful 
part, in the meanwhile, in the furtherance of these objects and in supple-
menting State effort in these directions. _ · · 

21. The need!; for health and medical services in rural and urban areas­
ditl'er ·widely. In rural areas, the-re is a lack of hospitals, dispensaries,. 
doctors and cheap drugs ; sanitation receives scant attention ; and there. 
i.s an abundance of pools and swamps providing breeding ground for mos-­
qui~es and· vari,ous- bacteria(~hile pure ;water f?r _domestic use i~ scarcer 
In urban areas, on the other hand,--medical facilities· are to •wma- extent. 
available through ·-dispensaries, hospitals and private medieal-prtrotitionen. 
but they @.re inadequate and tJ!ne is need for supplementing on a larger 
lleale the existing State and individual effort. 

Health and Medical Co-operatives in foreign c:ountries.-. 

2Z. In some foreign countries, health co-operative B()cieties are makiDJ 
m important contribution to the welfare of the rural population. Sueh· 
soeietiea have grown, for instance, in Yugoslavia, where in 1937 there were 
171 societies, with 110,981 members, affiliated to a special federation, the: 
Union of Co-operative Sanitary Societies. These eo-operatives arrange 
fo'f a doctor, a pharmacy and a small hospital to serve a local area, give 
vafuable aid in combating disease by mea1111 of vaccination and othe'f pre.. 
ventive measures and, through their youth and women's: seetions, under-. 
take aetivitie& for the betterment of health, hygiene and ~neral rural 
conditions .. In U.S.A. "voluntary prepa:yment pll!Jis are maJring·a 
worthwhile contribution to health securi~ and ha-ve impo:rtaut potell· 
tialities. Beginning in _1932 hospital service plana have devolped w thtP 
point where there are _seventy-eight of sucli plans in the United States. 
with an enrolment of over 16.000,000 persons .... , .. ; .. • • • • • • At the' 
pr-esent time in three states ove'f 30 per cent of the population of the 
state is enrolled aud in seven states between 20 and 30 per cent of the' 
population are enrolled. "• In these h()spital plans small regular pay•, 
ments of frc>m $8 to $10 a .year per person or $18 to $24 per year familf 
entmre. that the cost incurred in the hospital by a subscriber is eovered. 
B~ides •. there .are _jn _C!perati~>n. ,nj.r!e~en, med.isal :sel1'ir~ pla~~ ~onsored :_ 
by loeal and state medical societies. with a total enrolment of over'l.SOO,OOO; 
These medical service plans, which are separate and distinct from the· 
hospital plans, are so far limited to eurgical and obstetric service, aii1J, 
when these are not provided by the hospital plan, to X-Ray, Iaboratot'T 
an~ anll!l!t~esia service _in. connexi?n with hospital ~- The proper ae­
tunal. basts for these hmited services bas been PBtahhshed or is being 
reprdly established. For example, in the Miehigan !t!eclbal Serviee, for 
thP prcpa_vment of slightly less thail 50 cents a week per family snrgical 
and obstetric care is made available to 773.000 prople. ' 

. · • The Co.ordirultion ·of Medical and Blne Cross Plllll&-Loufs S. I?.ced, Ph. 
:Q, and Henry F. Vaughan Jr., A.B. From the Division of Public Health 
:Methn<ls, U.S. Public Health Service. Ref_ the Journal of the American Medical 
,Ass,cietion--:Mny 5, .1945, p. 22. 
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23. The Peckham Experiment irr England,· oil the other hand; llll'ordii 
811 example of successful self-help ~;.. the preservation of health. and 
early diagnosis of disease. In the lieginning, it has been suppqrted ·by 
tJie .. +4U~l $tew~r,t -~§_e,ar.c4 .T~ust! but. it, ~ .i~~nded ~at. ultimately it 
will. be sel~.supp~rtip.g., Membe:sh1p ~ubscr1ptJon to the _pio~ee~ Hea!th. 
Centre. conducted'fOJ''thJs experiment IS 1sk; a week per fani.ily entitlfug 
all ehildreil. Iinder 16, or· still at school, to free use of all e~tuipment, and 
adults to use of eaeh facility at a small charge, the facilities available be~ 
iug such iteniS of '·recreation as swimming pool, billiards gymnasium;! 
ete. All children of member-families, o.ver . 16 and not . still a't' 
sehool, pay:·an individual s.ubscription of 6d. a week, and are also entitled 
to use. all equipment for a small charge. It has been estimated that the 
aost of family ovehaul followed by family consultation works out at 1$k~ 
ld, per .family per week with a membership of 1,000 families. The most: 
important features of the scheme are : (1) the unit for treatment and for. 
progress is not the. individual but the _family, (2) health service ·is con-· 
tinuous over a term of y~ars, and extends from pre-natal care ·onwards 
to t!Ie child, .the youngster and the adult, (3) it provides continuous 
overhaul of health and varioJIS 'tYPes of consultative service, e.g.,· (a) 
periodic overhaul, (b) re-overhaul on discharge from med.ical care, (c) 
mte-natal care, (d')''posV.hatiir care, ('e) -infant care ·and' (f-)' ilnm1iliizatioil~ 
•lgain!dl:infectious diseas~s,. and (4)• it provides for· social club life ... The 
m~mb:ers of the centre -inc!ude).a nutnber drawn ·from: .tJ:a.des ;ll);l.d- profes-, 
5illll!f<'-engineet's; mechanics;!' clerks,. ··carpenters,- painters,. independe!lt• 
trmlcsmen,. einploye:rst of .labour,. civU.servants, municipal officers,. ete- -• 
Bea'iih ·and'Medicar'co:oplllatives 'in !Iidia~~ 
:',;·.· 2('fn:. Ip,di~.· tJi'~~~ a~e' ·at pr~~rit .1169' ru~u..c~<~, anp-maiariat. an,~ 
h~alth . co-op~rative. societies, of which 1052' are in Be!}gal and 106 in the 
l';W!jllb. : Mo~t oJ tliese· societi~s are weak in finances and are unable to 
woi-k.w:itn'iiut ·st~te help.~. The objects of a health co~operativ'e society iM 
tii ipi'pf<iY~}~~.,h~al~.Jll·,m,em~e!~' ~d .the_i(depen~ants;· f.9 al'!~ge: ~lir 
~em J?~"O.PCf ~~d1_cal ail)_.,anii ~d.VJ~e,. to ~opt :meas~re~ 'for !he s!lriitary 
Improy_e~~!J,tofth~ p~ace,Jo}a~e, ~tep!l, fot: the pr_eventJ~n ~f epideml(iS, auif 
t9 eVl\<)_{lte I_Uem~ers:ana olli~rs1,,llj. :{IUbli,c,_h~Tth ·and· sanitatio_n. The societies 
us~ally ,ma,mt!l!~ -~~.sp~psa:r1e~ ~1th' ~- · quali~~~ do~t!>r, m~_qicP}e being ~up­
plu:d llt ~?.S(Pr!.~e an~ d?c~~t~ .s~,)Vl'\les I?emg char,ged for a~ a ch(!ap .rate. 
FundS of the ~OCiety a:re obtamed through''small sliafes, 'memb'e.rs l silbiicrtP,; 
tions of. about Rs. 4 per heiid Ii:er aiii:ium, doctor's fees, pubilc dcina:tidn8'iind 
Government grants.. In the P.un.iab, at tbe end of 1943-44 there W:~re 
101 J>liblic. healt~ 9:n~ 'niedic~l ai~ societi('S with a membership ~£ 14,il'9i. 
T)ley we,re runmng dispensaries mth a doctor in charge or when oiie 'ivas 
not' available, with a .tr~ined arid experiencecr coin pounder. 'ru1943-44 the 
staff employed by· tli~se so~ieties treated 432:93~ members and 225 ~63 
non-members. These disp_ensaries . are maintained' from · grants mad~ by 
Government and local. bodi('S nnd partl:y- from small monthly subscriptions 
fro~ _members. One class of health societies. namely, the anti-malariiii 
soe1~tJes, haye gene~ally been a?Ie to do useful work, especially in. Beng31, 
by mtrodncmg var1ous preventive and cur~tiye measures againSt malaria. -. . .. . 

• This is gathered from The Peckham Experiment by Innes H p 
lf.D., nnd Lucy H. Crooker, B.Sc. (Georte .Allen & Unwin Ltd.) • earae, 
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Reoonuhendations.-· 

25. We recommend that, pending' organization by the State of medical 
services, on a comprehensive scale. the State l!hould help voluntary effort 
Organized on co-operative lines for such purposes as· the preve"ntion'"abd 
treatment of disease, clearance of jungles and swamps; reclamation o'f 
marshes, draining ·of pools and trenches, spraying of mosquito-infested 
al'ea& with insecticides, etc. The State shohld also utilize such ·co-opera" 
tive organizations whenever possible for discharging some of· its funetiona 
.mch as the provision of medical assistance and the eradication· of mala-ria: 
For societies engaged in anti-malarial 'Work, jungle clearance, reclamation' 
ot marshes, etc., the Army personnel wliicli has been trained on up to date 
lin ell' .in the •medi~.al, sanitary, and anti-malarial services will provide er­
oellent members. · We, further, recommend that t.he State should initiate 
and work a subsidized scheme for rural health co-operatives; as in "the 
Punjab, whereby the latter will-obtain for their members for a small- fee 
the services of medical practitioners. Fadlities should also be provided 
to the rural' co-operatives to obtain supplies of medicine through the Stat'e· 
dispensaries and hospitals. We; further recommend "that the· State· shoUld' 
meet the.:wm:king cost of .. the>ritral societies to the· extent of· 75 l'er' eel& 
and grant.subsidies to central organizations' amobg them :to "ensure effil' 
cient supervision ·by th:em: of the·woPk' of··the primaries.'··But,- whatever' 
the deg~ee of assistance -rendered. by: the State:. to co-operative· orgtm~a.! 
tions; the limitations of voluntary· effo,rt, must be recognized and, therefore: 
it j~ necessary to sunplement it with: la"rge,scale State. action. 

26. As regards l!rban .and suburban areas, owing .tq. tec.hnical ad­
v~nces and~Ufcre~g' specialization; modem medical treatm~t. i~ ~e~'!JD' 
ing inc_relisingly expensive and beyond the reach ~.f the bulk. of th.ll, p!JpU~ 
lati.on. People . belonging ·to the· mid<lle class haye the option, indee.d .~! 
llobsori's .. choice/1if going' either to a private charitable institution or. a: 
Government fJCee~hospital: and. receiVing inildequate attentiqn. there. or. to· 
medical an.d surgical specialistS ill\d paymg very heavy bills and nursing­
home charges; It is" suggested that this "class sli'ciul.d be orgilJliZed int~. C!Q..< 
operative groups, Where by joint action they can. secure·. for; ,•tb,em8eh:"llll' 
medical services on termS within their' means" "and 'without' relying on 
ch¥,i~.· ·:W.:I!i.\lfe, 9f- ~i!)iQii that ·&n orgaitii:atidn oil:"the .. folloWing':lines· 
will i1e, .of .. ~onsi<;il),rable .use in securing medical se).'vices ·both· preventive· 
and curative to .large groups of ·people. 'A co-operl!-tive' society shoultl·b"' 
~t.ablished _wiith as large a membership as possible.·: Its fluids· Will' be' 
derived from an admission fee and a regular monthly subscription. The.~ 
committee of the co-operative society will: tlien . arange with. ·a: doctor or, 
if possible with a group of doctors fQ.r periodic examination of members. 
and theh: families fee of charge and for tteafment of ordinary ·complaints'· 
at a reduced charge. 'l'he doctor or doctors will be · guaranteed: 
a minimum income· on the basis of montl•ly subscriptions of the members. 
The next stage in the evolntion of such a society will be the construction· 
of a co-operative hospital. A popular medical writer, Patti De Kruit : 
writes : " Service for 5,000 people wonltl reqnire perhaps five docton· ;· 
let's. say one. !Jurgeon-orthopaedist, one internist, and three general prao­
titioners, including O!le t-rained in eye-ear-nose-throat practice, and .me 
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m obstetrics. Net incomes of the two top men, $12,000 eaeh; of the. 
other three, $10,000 each. The hospital would have about 20 ~ds, and 
the operating cost would be about $75,000 a year. Total operatmg .cost 
'WOuld thus amount to about $130,000. With all f:amilies voluntarily 
paying .for their complete hospital and medical care at the rate of 6_Q. 
tents a week per person, the income would be some $156,000. This· 
leaves more. than $25,000 yearly with which to pay for the facilities.~ 
equipment "•. While under Indian conditions the standard of medical 
treatment thought of in the above quotation may not be possible, it should. 
not be beyond the means of sufficiently large groups of people in the .. 
cities and their suburbs to start co-operativ~ hospitals on the principle$ 
uplained above. One important advantage of what is ealled ' prepaid 
croup medicine ' is that it will give a very 'great. stimulus to .preventive. 
Jlledicine. · It would be in ihe interest both of the doctor and the< hospital 
to see that the patient is sick as little as possible and for as short a period: 
of time as p06Sible, or better still, does not get sick at alL Co-operative: 
health associations of the type sketched above will also be in a positiol)J 
to &tudy and tackle in a practical way such important subjects as·nutri• 
t:loll, improved diet, physical culture, etc. We are of the opinion thal 
111eh a eo-operative society has great chances of establishing itself in a 
loeality where a co-operative stores sooiety exists already, and where 
owing to ite existence co-operative ideas have taken root. 

fT. Life insurance companies should find it in their interest tG lla!list 
'\lolnntary associations which adopt special measures for the preveati.Qa, 
e! ~ and its treatment in the earlier stages. It would be in t'b 
61.1\esa of things if life insurance associations in India took a special in.. 
~rest in .starting such societies among their policyholders by olr.erint 
them some rebates in Insurance premium or direct medical 888istanee. 
In helping people to become more health-minded and in enabling them. 
ttl take steps t~ prevent diseases, tl1e insurance eompanies will be helpina' 
themselves by prolonging the life of tlu!ir policyholder&. · 

. ZS. We recommend that the Provincial Co-operative Council should 
take early steps to bring into existence co-operative )t~alth organizatiilniJ 
tf the type btdicated above, after arranging the details of the workintt 
ef these bodies in consultation with the various interests eoueemed. -

le$ter Living Societies : Introd~~e~tory.-,. -~ '•"" -.. 
29. The main objects ol' a better living society are :....:...(!) to improve 

the moral condition of members, (2) to l'Tovide educational assistance 
to the childr~n of members, (3) to cheek extravagance and inculcate habits 
of, thrift, (4) t.o reform undesirable social customs, (5) to improve sani· 
tation and hygiene, (6) to discouage litigation and (7) to encourage 
he~~;lthy rec~·ealion nml. improvement ~r Jl.hysiqne. 'l'he capital of the 
OOCIOIJ'. conststs (I[ entrnnce !ees, eontr1bntton~, donations and fines, but 
it .rece1ves no loans or depostts. .A member Signs an agreement on join­
ing the societ.v- ·to the effect that he will observe the reformed eustoma 
approved by thl\ gl'neral meeting and will not spend on any ceremony in 

· • Tho Reader's Digtst, July, 19411, PP. llQ-111, from the arlicle "Home.· 
l'o'ITII Medicine." 
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excess of the limit prescribed by the society. He, further, agrees thai 
m case he commits a breach of this undertaking, he will pay to the suciet; 
a fine not exceeding Rs. :1,_00 as the committee may impose. 

30. The number of better living societies in Brit'sh India is abou1 
6,700 of "hith 3,947 are in the United ~rovincP_s, 2,097 in the PunJo~t 
and 502 in Bengal. These societies have achieved a cr.rtain med9ure of 
success in some other provinces also. For mstance, one better living 
society in Javalwadi, Satara District, Bombay, has succeeded in openitl!' 
as many 11s- 55 schools in the village.q. Similarly, in Madras, the two 
speieties ~ the Guntur District for the Kalavantula community have done 
s_ol)lll good work l>y reforming women of this -commm1ity to adopt better 
ways of living by settling down to a married life and abstainillg· ·frinn 
giving dancing performances etc. The Brindavanam Better Living· Society 
for the scheduled castes in Madras City has also performed us-eful liervi~e. 
It has, with the help of the Labour Department. constructed hutS !or the 
:.ilembers and inlproved the sanitation of the locality where they live, In 
J;3cngal, some societies, besides attending · to . soe:ai reforms, undertake 
measures relating to village improvement, such as construction of roadl; 
lind e.-.;;cavation oi canals. In the Punjab, · the societies- have, besides 
i!tleuding to the improvement of the moral condition of members, taken 
to some items of village imr>rovement such as con.struct'on of village roaW., 
SII.Ilitation, · ete. In bdth Bengal and the P.unjab, :the' labour services 
J;endered by the members are voluntary and free. 
Recommendations.-

31. ·while some OI we soc1enes.seem to have done useful work, a majo"ity 
of them arc in a state o£ suspended-aninlation and show signs of active 
life only at the time of official .viscts .. The activities o£ these societies 
~honld centre. ous<>me economic objectiv!l such as .credit, marketing; pro-· 
vision of household requirements, etc., 1LS this will · :JIIake a stronger 
appeal to the villagers than attempts only at the "improvement of. moral 
and social conditions. We. are of the opi11:on that the· reformed and 
reorganized plimary societies which we hav~- recommended in Chapter 
III sl1ould und~rtake these functions. · But 'W;herevC}r this is not possible, 
separate societies may be started. The return, of the demobilized soldiers 
ltho have sP-en the world,· and been used to better cond'tioiJ.q of life, will 
fnrni~h the inc~ntive for village improvement. '!'hiS will ·atroril a splcu: ' 
did upportiUiity for starting better ·living societies With retuni~d ~ervice 
personnel as well as other village folk, both men· and women, as members. 
OncP the cO-oJ;erative idea takes root, ct sh_ould_ not be difficult to expand .. 
the scope o.f these societies and convert them into · ordinary primary 
~eti~ · 



C.tiAPTER XU. 

WOMEN AND 00-0PERATION. 

l'DUodtJCtm~.- . . ' ' ' 

'Th11 eo:o)Jcrative mo~eme~t hBB not, in ou* opmion. paid sttfftcretit 
ld~ I'() the epeoilll f~tUJ"e,S of the position of women m, J~i' 
I!Oeleiy; fwo of the JDOS~ unportant o£ qtese features are the' wo~~\· 
appannt Wdilference tp and non-participation in movements out.odde ill~ 
•lomestic sphere, and the4- virtuai mastery · over most of the domesiiil 
affain~: 'ThiS neglect h1111 beep largely due to the fact t.hat, hi.therto, · th~ 
movement has confined its . ~ctivities almOll~ exclusively 'io credit.' Witk 
a dumge in the outlook, which embraces all economic ;wtivities, the tiliie' 
11118 I!IOJDe Eeriously to e:~~:amine ~e question !lf persu~(E:bg 't?in'e#, 1f11it 
fOJ'Ill more thJm half the populatiOn of the oount~;y and· whos.e aloohie'SS 
hill dtprivcd the mov~ent of half the energy and more than l'.alf the 
enthllli~ available to the country, to extend their act~ve part1cipati&ii 
to 1he movement. · Tbllir participation i.s of particular importance for' 
the 811(ees8 of. activities engaged . in by consumers' '!ltor~s; industrial 
BOCieties, eo-operative dairies and voluntary health asst>eiationli. 'l'h~ 
nOOl'Siity for asking for the co-operation of y;omen has 'been emphru;iaed 
by the foc-t that no\V t.h~t the war' is over, a very la'tge . riuinbei' of 
fathers. brothers 8Jld huSbands :Will be returning home from the serviees 
v.ith a broadened ouU90k iind a: lligber standard l>f liv~, aM there ill 
n danger of n clash in idea!~ and ideals U!lless their womeiifolk also d~ye: 
lop • similar outlook aud st<u1dnrd. ·' · · · 

' ' 

I :!.. Th(' ll~tivities 'Jf women which ('liD be placed Qn 8 co-operativ~ 
plaue fall broadly under tw6 heads, ~·;z., t>c()nomin ~d ~oeial. ln. the 
fonnt'.r are included ways of increasing income, thrift, wise !l]lendi'\'&" 
ami pre\'CJltiot! of wa.~tc; and, in the latter, :<anitation, hygiene and. 
gcnr.r•l a;ocial w~lfare~ Thrift; wlse spen<ling and prevention of wa~ · 
rnnJ;e for 11 sound domestic eeonomy as they result in a bettor distribution 
l.'f funds uruong the difrerent domestic ·needs and enable the saving of 
ench day's surpl~ against a morrow that may place unusual strain oli. 
the family resources. !ii thili important and difficult task, the horuiewif• 
enn be 'best aided by the Co-op~rative movement. · A comromers' s<>Qie~, · 
fot· imdance, provides a unique scope for women's effort, as wo~en arti. 
in a better 110Sition than men to determine the quality, variety and priee· 
sf tire goods required for the home. Similarly, a co-operative thrift or 
savin~ ISOciety will assist women by taking away quietly to a saving~~ 
account the =all surpluses laboriously collected by them. Again, the 
Co-operative movement enables women to develop various home and 
cottage industries and crafts and thus enhance their family income. 
Sucicties formed among women engaged in cottage industries with the 
obj~t Clf tmiting and encouraging their effort and improving! their' 
proifuct will assist in raising the living standards through enhanced 
income. In jhc social field, 'hygiene and sanitation are the two items 
;whiM. women particularly can attend to on co-operative lines, 'esiieeiiill/ 

ISO . 
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~yo~h jJr!'pag~jJ~ •. l>ra~ti~. wbrk iq!.d model.hom&S. 'rhere &re ~oiso 
<!\ii'tli.l'l\ S!>Clal s~rv1ces whtch women cau Cllnduct co-operatively sueb. !ill 
tullliiJig' !UaternH;Y homes· and child welfare centreS, ~ on propa­
ganda fOJ;" Eoci~l qpl:f't, etc. Women worke~ will be, the best ageu.c1' 
jt yili!;'ible to tlie Co-operative inoveniept to further its vr<l2Tamme .. :f 

.socJkt recoriStructioD. and betterme~t. < 

·Co-operation among women in foreia 001111tties.~ 

. . !1- ~ for~illn' ~triee, women llav~ acth·ely ~ted ~vel 
~·.it.IJ f.Pe po-Qpe~ative Jl!QV!mJ~i by taking up membersllip alongside 
lll~ in ''l,!)mposite ~' !Wciet:es as well as by eon•tilutibg soeici.itii e:s:clu,. 
•ively fo; thelll!«'lves f!lr activities for whit:h they are specially qualified. 
'\Vhile they have participated in most kind!; Qf ecH>perative entetpr~ 
they have been particulary assoC:ated with the stores movement. A.; 
-"Pecial type of organization wltich has succe:ssfll,lly grown in loeal ar~aa 
an!l bl'en · jntegrateq into national federations and even spread to tho 
ill~Jilitioual fitliit iS the. Women's Co:operative Guil!l. 'J;he Guild is Ill 
<iemEJcratic institution working for the .development of the spirit of Co· 
<.per&tion, ftr the furtherance ·of its· principles and practici!, for ~I'J 
im{l~ovem<'nt 0~ eonditiolls of ~ome li~e and. for ~e.~tlriiig p~' among 
311 nations, Hs activities include the holding of meetings regularly, 
~u!la!'fllg ;~ch9o~, ,owanizlDg 11nt~rtainmen,ts, imparti!'g instz:uction. ill 
:lio~h~!d Jlfaft~t:'~ ~~a c~rf~g on campaign lot fhe reforl!l ot dome:qLi~ 
worlf and ~arttpiligns agfn»>> !~!cobol, food taxes, ck In U.S.A., wonwa 
t•Ia)·, a~ jmpiltfilu\ part ~ri the ed~f.Utl~nal 1vork or the Dcparlmen£ of 
·M~rt~ultlj.te. .W.Inle ~electec! lJl~n 111. each cq11ntr.r., known as '' coUiltry 
~~titS". at~ ~11ipl!Jy~d .for 'Vlsitilig rarms; ad}'il>i!lg farinell! aud spread­
j~g i~oi'fn:!tion fegatd~g 4evel~i>m~~U! in sc~e~titic ~1e1l1turl1 licl-:e~~'l 
won,~en, l>n~ a$ '~ho1Jle demonstration !\gents' , do tlie work or aqvwnlf 
filtii!eh' witeli 9,fl ~iicl\ jllatters liiJ the ~auning, dehydrating and fr~.AiJOr 
.,~ ti\rm Pt~~tle~s, clii'4 dar\\, initritioti.S fqodii, kitchen gard¢nli a:uil Jioure­
hli14 a't't!l. · 'TH~e home ~~monstration ageuf.'l now ~timber. about 2,Z:#, 

. b,~:aes.?7.9 :issistant agents in. the' more impori.Gl•~ countries. They him 
li<l ·far organized 52,445 home demonstration ·clubs having 1,16:i.OU:S 
men1bers and have also trained the leaders for them. 

' }'. . ' !·· • 

4. A. .reference may also be I¥ade here to the women 'a C()-Operut.ive 
mar~et, the fir&t ?f it!! kind .in U.S.A., conducted by the fal1n wome11 oe 
Mvntgom~l'y (Maryl!IDd). It is an eJtampfe of how rural women bring 
quiJlity produce within the reach of city consum~rs. The qualilicatll>llll 
:for parti¢ipatiol1 in the roarke~ are that a woman should han a f&lliL 
of at 1ea;,'t .. 1 ~~~es; anii derive most ot her income from farm opt·ratioW!. 
Sh~ peCQmes a member on purchasing 2 shares of $2, and makes use .. r 

. the murl1cf 0:!1. the. agreement. that she will pay $2 a month for rental 
of the s'tatis and 6 per eent of her sales aa contribution towards worki11g 
·~pen,•es. ·Surplus earnings accruin!? to the market arP divided among 
the ·m~mbers aceqrding to their indivi<1ual financial contrihutiollS during 
We year. Jn the initial years. h<lWeWr, ·rnl\h earning'S Wfre placed in & 

c(:IIlmon siuJ.ir.g fund to be appl' ed to early payment 9f the loan capital, 
and ml'tnbers received revolvin,:! ePrtificaU>s showin~ their earnings lor 
tile )e&r, which would be redeemed after the society's borrowinp wer• 
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paid ofT. The socie~y was able to repay "ithin 13 years its mortgage 
debt of $50 000 on the lluildings nnd grounds. The success of the . co­
operat:vc m'arkct can be . assessed from the fact that in . 13 years its 
anunal'IJU8iness has groWn from $5,000. to $27:),000. This success was m 
some measure due to the proximity of the market"to the Universityo£ 
:Maryl:rud where the members were able to get assistance from specialists 
and alJ;o due tc the fact that the members were already active niemberl! 
of the locul home demonstration club. · · · 

Co..opera.tion among women in India.-
5; In India, the membership of· co..operative societies is open .. to 

womP.n also, Jmt the number of women members is small. ·.An· attempt 
to organize speL-ial women's co-operative societies has been made in. the 
provinces of the Punjab and Madras, but they have been able so far tq 
o!ganize only the following:-

Thrif\ 
Cottage Industries •• 
BDttcr.Living .. 
:Medical Aid and Publio Health 
Girl Guido 

' ... 
.. .. 

Number of sooieti..;. · 

Punjab 
376 

1 
1 
1 

Madras. 
6 

26 

The Co-operative Department in the Punjab has employed a. staif. o:f 
two lady assistant registrars, 2 inspcctresses, 25 sub-inspectresses . aticl .a number of clerks to promote and supervise the work of women'i 
societies. In the Punjab in addition to these soc:eties for women whicb 
are nhno£t cnt.irdy for thrift, welfare work is being done on a very largE 
·scnle throughout the province. 113 lady welfare workers have beeu 
appointed in rural areas of the province. They deal with a variety oJ 
activitieR am1mg which sanitation, hygiene, home industry, eradication 
'Of illiteracy nnd nndesiruble customs are particularly important, 'l'heil 
work is. sup('rvised by 5 lady welfare inspectresses. This staff is unJer 
th!' Rural Rc~onstruction Department but works with the staJl of the 
Co-operative Depa...--tment as the two Departmei!.ts are u,ndcr the saine 
head. 

6. In :\[adras a RJ>ecial officer. has been appo·!nted to organiz.e and 
snpervi~e women's societies. There are six cottage industries societies 
furwti•ming in the City· of Madras. The Madras Provincial Co-operative 
Bank gave them a subsidy of Rs. 4,000 which was spent as follows: Each 
society was provided with a seWin;g macb~ne and an almirah ; two lady 
instructors were maintained to teach tailoring and embroidery worli: to 
members; a~1d each society was given a grant o.f Rs. 10 per month to­
waJ•ds workmg expenses. The activities of these societies include tailor· 
in g .. embroidery, kn'ttin~ lacework, hand-made paper-making, pij:l\le-. 
rnel:mg, rat~n work. makmg of hand-pounded rice. spinning and making 
of fancy artwlP.s. The me:r1bers assemble twice a week at t11e society's 
nffi~e for t»kin~r orders and mnt.erial frr work and for deliverin"' finished 
artides. Tl1e ccst per RMietv: includ'ng the expenditure met f;om their 
own resonrcl!ll is about Rs. _1,000 per annum. · · 
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Recommcndaticns.-
7. We recommend that (1} the Co-operative Department m each 

province should employ at least one Lady .Assistant 1-l.egistrar or WolllWl 
Special Officer to encourage women to join the Co-operative movement 
and to organize and supervise women's societies. When the number of 
women's &ocieties increases, the Department shoulA employ . for . every 
25 such societies. at least one womsn welfare workel' and' the reqUisite 
subordinate stllil' to direct snd supervise their working. From the eiU'I,y 

·days of the :war special groups of women welfare wol'kers known as 
;~':Sevadauis" have been trained and employed in all the heavily recruit­
fed JU'eas .. These .workers visit the homes of all serving -soldiers, attend to 
;their requiremmts, talk to the womenfolk of better living, and orgllll® 
child welfare and simple medical relief. There is thus already in exi•~ncc .a 
·traineq body o.f women welfare workers. ' They bhould, if· they are quali· 
fied, be preferred to others for employment in the Co-operative -D~part­
•ment as lady welfare workers. 

(2) A special effort- shou;ld he made to encourage women to join 
,consumers' and better living societies. 

(3) In rural areas, women should be enrolled as members in the 
v;illagc primary society, but if in any locality their interests are likely: 
to be better served by forming a society of their own, they may form. 111 
eeparate society. . . . 

( 4) Co-operative societies exclusively for women should be form Pd. 
for the purpose of undertak:ng activities such as home industries and 
thrift. lllaternity and child welfare. recreation clubs and cr!ldication Cl! 
social· evils, e.g., dowery, extravagant social expenditure, etc., may also 
be undertaken by them where special funds for thtse purposes are avai.£. 
able. 

(5) In urban areas, women should be encouraged to join all type• 
of co-operative activity, particularly health and medical societies and 
thrift and cousumers' stores, and to participate actively in their manage.. 
-Inent, _by making, for instance, provision for special women's committees 
and· for seats for women on the managing board. 

. . 
( 6) The Regional Promotional Agency, the formation of which we have 

,suggested in Chapter VII, should organize and assist women both in 
,rural and urban areas to undertake home crafts and cottege mdu3tries 
su~h ns tailoring, embroidery, knitting, lace-making, pickle-making, hsnd­
;spinning, hand-pounding of rice, basket-makinl!'. mat-wPaving and making 
rof various kinds of fancy articles. It should Etpecially assist wome11 
belonging to the scheduled castes who are experts in making baskets, 
:winnows, thatties and other domestic and household goods. Furthc1o, it 
.shoultl also. arrange where necessary, trnining classes to teach all womea 
simp)P, homr: industries and arts. 



'i'RANSPOR'J.". 
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'frPspor$ CcH'PGfMi.~.-

. With the development of roads on a large scale dlil'ing the post.9Var 
period 11.~ plilruicd by the ,Government of India. and . the · prOvinCial 
'pemmen.ta, numerous problemll in oonneltioil. with l'egulatiOh of · rOad 
iinc! rilil trliffic. maintenance of efficiency of trarisport systeiii, ete.,.'WiiJ 
arise. These problems Will be ccimp!inated by the fact that most of t~ 

·Ii.otor trniVipOrt ve!t!oles 87e at present owned by 8il excesSivi!l)· Jarge 
nnmhor of. petty individuals who hilve insufficient resomrces and arQ ill­
'equipped to render efficient and cheap ser.vice to the public. In order to 
in.nrease ~h_e efficien~ of the tr11ns:port; sy~t~IU _an~ to iiUprovc th!l. ~COI}O· 
mltl conditions of the persons engaged iri It, rt IS rtece~ to organlZe 
them co-operatiVP)y. Moreover. traii.Spori organiZed <lii co:ciperativll lines 
'IVill, be mor~ il~JliiP!!l t!l , Stl!tQ fe~atio!f t.hiiH ,If ~Oil~ o~ indi~dnal 
l!lf~ n'Wper~ NC n1yh~g Ill~ 0~ )7!lhicle. It will e.l~ W?Yid~ \In op­
~orttliJity pf ClllP ?.Yit!lt !Jemo~i!j2;eq ~o!!lie~ a~~ ~ecl\nj~jah,~ W., !)P .flav~ 
during the eounic of their service worked a8 dnvers or l11f(l!Jlmi~, n 1)1 
nnderstood that more than 100,000 of these will be discharged: · Fiirtb.er, 
to avoid bringing into eristeilcE!. rival intel'ellts in the transport )lu,sinese 
and therAby giv•11g ·rise to wasteful competition, it Will btt de.sirable· {p 
resel'Ve transpol't services ori certain roads exclusively fol! .cr.Jltdin traliS­

•port ~ocieties. Though on the ground of iriterf~r·ence with the e,Pa!;ipg 
interPsta, it ma:v pot. be found practicable to do so .ln 9llllll of old road!!, 
DO such difficulty will arise in case of new roads. Reservation of trlillll­
pnr:t S~!"'/!l~'s fnr .c?·PPC!'I.J.tive ~ocj~t!~ ~H ~Is!! fl!qjlit§t~ re~fitif)a o! 
tate& fqr tran.,port ()f pwe!llfel'l! ll!l '!yell 11.~ qf ~o4!l. · 

~· . . ' 

a 0Cl·Of'ef3tiv' tr!!n~port sogMi61! h!!\'1! .!11!1da notabll! prqgrei, in 
Palestine. 'l'here wPr!l lit· t!Je qn!l gf Sept~rob~r. Ul42, ~6 tn~pspqrt . Cl!­
op~rathPJ;. witlt oWJ1ed fqnds of £jlll,OO.Q, de~ts of fl6Q,OOO arid 
inveshpentli of £609,000. Their have. established transport services 

·both on ~iilidplll and ~h . in:ter-lirh!ln . r~ad~: and _hll.ye .. ~l~ifi!it a 
mnnnpol:v of motor transport in t~!l .couhtry. Their act1vrtum have 
·~~ grre.tly Lelped. b;V ~h~ exil\t~pce o£ a cen~rll.l . institution, 'No&', 
which p!Irchnses th.eJr Vl\noii, reqU!rell\.ents coJleiltJvely. It ]Ja.q c~mtracts 
tvith n lJ oil t•onl~ahi~~ fnr supply of fq~I a1l:l oii at retjnc£.d rates ~i1CJ 
ha.• arrmt"cmrnts ~or pnr<>ha.,~e of tyres and. sp11,re parts. Transport 
·soeict!c~ ,&o existed in Jtaly apd Germany befor~ tJip war. 0!1 ?~-7-fS 
thcre were lfi co-operative transport sociPties in th~ Punjl\b. 'l1hey were 
811 reported to be worlcin!!: satisfactorily. Further in'creose in their 
number ha.• been prohibited pending a final decision by Government 
with regard to the policy about Government participation in the trnnsport 
business. 

]I( 



.1teeiJII!mlendatiOJIS.-
. 3; We rceom meild tlli1t :-

.. !i) Tramppft; eo-operative societies COliiPO&eji of ex.seryicemea an<l 
fl!lulll owt!el')l o~ ~ehiol~ ~houlQ. }le P,rg~e4. it\ 4iliprent parts of ~e 
conntry and G~wernment ijhould place ~t t]leU' dispoSIIl tiurpiWJ ycbiclj).'J 
11 nomi.Ml rates. 

. {ii) The Pi-QvU1eia1 cq-operattve ~~eil sboUid ikatch the p~ 
·w tl<!l (tqveldJ:l~ient of rimi:J ee~ction and s\t.,t>gest to the CG-Opentive 
i)epartnient fr11iu time to timt in what areas transpo~ co-operative 
~etici! ~oulfi be llrgaJiii:e.t . • · · . ' 

. (iii) P86sei1gers. and .goodll .trafti!! qj,. ~ew roiW.\1 !JI}onJII ~ res;,n.e4 
f11t eo-operative transport 11011ietiea. 

(iv) V.rtien ~ sufficiei)t nlliilber of transport societies have beoln 
(;~glmiied in. a. particular area, steps should bl) taken to organi7.e them 
uito uniom fqr ~o-ordhiti.ting their activities specially ae regards ~ 
freight.<~ and routes arid for obtaining collectively their various ftlll.uire­
mcn.ts sueh as tyres, petroleum, lubricants, aceessories, etc. 

Ce~-operativt~ Worbhops.-
4. When motol' transport eo-operatives are organized ae i:-ecommeud­

fl'd 1\00Ve, a need will arise for machine shops Cor repairing JJU)tor vchielea. 
These shops will besides attending to motor vehicles, be available for 
making repairs to agricultural implements, machines, pUJ)Jps, cycles, etc. 
'l'b<'y will further provide employment to ex-set-vicemeu with tecbrucal 
k:nowlffige. 

ileronunendatio:na.-

5. We recommend that:-

. (j) ~[!lcbin'\ shoPll ol). ~o-eperative, lin~ should be prgauized where 
P.t'Cl'ssary ind tM.t Gov~rom~nt ~)lonld: pl.Ji.c~ !lt tb~ir. llispos111 ~urplus 
ina.ehinery and tools at Specially reduced prices. The possibility of eon· 
YPitin!\" ~fter tbe war the ordnance factories an~ engineering worla!bopll 
~nt(. nmimraetiirin~ centres for tlw 8upply of tools and agrieulturat 
Implements ~hould also be examined. 

(ii) In organizing these shops the service;; of Regi9nal ProJD..tional 
Agmcics, ,.hose· organization We have recommended in Chapter vrr, 
slwuld be utilized. 

CO'IIlltry Craft Co-operatives.-
6. On ac-count of it.~ cheapnes.q, water transport., both inland and 

co~<tnl. still plays an important part in the transport system of this 
('Ollntry. Ito!' importance was demonstrated during the period of ,.-ar 
when tranfpClrl facilities were not easily available and goods in larg"' 
quantities for civilian as well as military use were tran.~orted to distant 
plae~s in country crafts and boat~. It is estimated that in India there 
are 5,675 counlry crafts of the approximate tonna~e of 2! lakbs and the 
Clpital \alue of about Rs. 5 crores. It is also estimated that about SO 
per cent of the crafts are worked by the owners themselves 8I1d the 
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remaining 20 per cent by capitalists. These boatmen being poor have to 
borrow at high rates of interest. . The arrangements for the supply of 
materialS nreded for constnietion · and repairing of boats are also not 
satisfaetory. If. co-operative societies for Supplying them finance at 
reasonah~e rates of interest and materials at controlled rates are organiz­
ed, it will go a long way in improving their eeonomie· condition. AU 
these boats are sailing boats·and.it wiUbe a great-advantage if they are 
fitted wi~h auxiliary engines thereby. making them independent of wiuds. 
The. society can help the bo~tmen in the task of fitting boats with engin~. 
'l'hc ro'\'ill:;r na1urc of the occupation of the, '(ndals' . (boatmen) is. ' 
great handicap in organizing them co-operatively. With the co.:Operation 
o.f· tlle Country Craft Organization Officer, attempts should, however-, 
IJe made to crgallize eo-operative societies at important centres of country 
~craft building, sueh as Kasargode, Mangalore, Tutieorin, Ratnagiri and 
.important ports in Kathiawar and Gujrat. Country craft rendered very 
useful ~<enice t.Jill'!ing the war. To enable this important transport 
organization to survive. after the war it will be desirable to organize the 
eonntry craft workers on co-operative lines. . 

7. I~ces of co-operative water transport organizations in foreip 
countries t>re few. Before the war, water transport was, ·however, ex­
tensively organized on co-operative lines, on river Po and tlle Italian. 
canals. In adriatie ports also, the entire tra'nsport was in the hands of 
co-operative soeieties. 

Becommendatior.s.-
8. We recommend that:-
(i) 'l'he Provineial Co-operative Connell should_ examine the seope 

for organi7ing country craft soeieties on co-operative· lines and selcet 
plaees where they should be organized. · · · ' : ·" · · ' 

(ii) These soeieties should be supplied with better boats and in some 
~ases die~l-1 engi~es. , Finanee !or Plls pu~pose ~hould be supplie~ by 
Sovernment. · , " · ·. · · · · · ·' · . , 

.. ' (iii) The Provil;lcial. Co-operative Connell should. eo~ider the quos­
t.ion whether a part1cular area shou~d .be reserved e.,elusively for trans­
port by country eraft, and should approach Govemment to have it clo93d 
to other forms of transport. · · ' 

. I ' ' • 



CHAPTER XIV. 
CO-OPERATIVE INSURANCE. 

·Life Insuranoe.--

Instirance has been recognised all over the world as a scientific 
rneth.od of saieguariling and providing aga'nst the various hazards of 
life. Its ,;rowth has been encouraged in most countries by tax excmptioll 
·and several other ways. It has, however, not made much- headway ill. 
India princ•ipally for the' reason that the bulk of the people live on the 
bare margin of subsistence and do not have any surplus to pay insurance 
prerrJums. Insurance per head of the population in U.S.A. i~ Rs. 2,300, 
in Canada Hs. 1,573, in the Union of South Africa Rs. 1,467, in New 
Zealand Rs. 1,367, in the United Kingdom Rs. 973, in Australia Rs. 9611, 
in Germany Rs. 240, while in India it is Rs. e. Primarily, increased 
public savings and growth of insurance will depend upon the raising of 
their income. We trust that with the execution of the development 
·plans of the State, a fairly large proportion of the population will htivil 
:at . .itq disposal some surplus out of which it can provide against contin­
gencies. While co-operative planning and development will bring about 
material improvement in the economic condition of the small man in 
·towns &nd villages, insurance has a great part to play as an important 
preventive weapon for safeguarding the future and for providing funda 
for occasions which drive the small man to indebtedness, su.ch as weddings, 
·celebrations and. funeral expenses. Even now there are 'agriculturilj~ 
just on the margin of safety who without this preventive weapon of i1l­
surance may fall into the abyss of indebtedness on the first such occasion. 
•It seems necessary therefore, that simultaneously with the working ont 
.of plans for 1levelopment. the State should foster any organization which 
is set up for enabling persons of small means to make provision ivr. the 
futulre. 

2. In ·several countries of Europe, the development of co-operative 
life insurance has been of considerable help in catering for the needs of 
'agriculturi&ts, artisans and workmen. One of the largest organizatiotu~ 
of this kind was the Deutscher Bauerndienst (Farmers' Senice) in 
Germany which insured 207,000 persons for a total value of 1GO m]lion 
marks in 1937. 1n· Belgium (1937); 12,673 persons were insured on a co.­
operative basis for a total value of 284 million francs and in Ilu,ngary 
(1937), '227,545 persons for a total of R6 million pengo. In Finland, 
CO-operative insurance SOCiet:es have !Jepn Organized by fedPI'atiollS for 
·the benefit of their members. The !if., assurance o;ociet:v. Pohja, is a 
co-operativl' enterprise of RO.K.• !Co-oneralive Wholesalp Society-). 
Its policies in force in 1935 amounted to $22 million and t!1c policy­
holders wer!' n1u•tly small farmers. It• 34'ents were largely executives, 
managers and other employees of the tonsum~rs' co-operat've creameries 
and credit soeieties affiliated with or friendly to S.O.K. In l'orway, the 
-eo-operative life insurance Eociety had, by the rnd of 1935, issued !if& 
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insurance policies totalling 23 million kroner and collective pens!olt 
policies amotmting to 1. 61 million l>roner. In Sweden, the life ass~lr­
ance society, I:'olket, was orga:r,ized il). 1914 by K.F. • (the Co-operat,v: 
Union and Go-operative Whole.'!Sle Soe'ety). In 1935 it had 206,37 <>­

policies of the value of 256 ·ll'illion lmJDer. In Great Britain, the Co­
operntive IllBurance Society at Manchester, which undertakes all types ·of 
insurance ex.cepting marine is a joint enterprise or the Co-operatiYe­
'M!III.esale Society ot ;Lopd.o~ anq the ScotiJ>h C?-operative W~ole.~ale 
&ciety pf. P.la~w. T~ tOpil ~~~setij 11t. til~ eni! 'If, 1-94q .amoupt,eq to 
pbutlt .M~ IP,!Ihon_ It# 1m 1/Prt~% ~?!l tp~l)t/,'?.n to th~ ~r1hsh il)llurauc.e 
~&I<} ill. ito~~ vi!lli!lfr WQrk ill gr.oup Jp~unpi~e- Pf its gr~up i~~nr11-.~ce 
-~Jiel.nell, Ut~ Ill~. ~ cb·r~_ te,ru;(;:~ .ill ~~" .ljf~ 1!-'IIU~_·IlJl_ CF_ .SCf~IJie_ -iyli,cb vr.9-
·Y!Wi b.t~JlefitJt tq U1e Nfo (qr hll\'hli11p) of 4 ,de~~~d !Ji.~t;nber <)f 1! eo­
~!>N'Iltivf! iori)'ty ip pr9porhon _l;p hl,s aver{lg~ p~rch;!Se$ frpm ~is retail 
{!Ql)icty •JurjiJg th9 tllree yeal'S pre,cediug tbc death. 'J'hls ~:vp_e 
.l'f h~!Jl'!pll)e is lin,allc~4 by a premium cqarge pf 14- per £1 on ret.all 
J•llrC/JI!JifS, 

·. . ~ .. In Tnd,in, Pfe, ins!U"~e. PJ?. co-gper~~ot~ve lipe,s lias 1Pade ,som!J 
,prope$11 ~urimr rc.~n.J; ;y~il,pi i" ;BqmPw, ¥~drjll1, l!:Yderl\b!!-d and_ :j3aroda. 
:r1111 llwnh11-y. Co..operatJve Jns~r~n.ce SoeJety wa~ · ()rganfzed m J.930i 
:rltll new ~11Bill.¢.SS durlrnr. ~)le r.eil.'r ~nding 31st :o~cember, lf)#, resulted 
.j!l 2_,8!.8_ ppliCi~~- for, ~-·· 41) _Ia_ k)ls_·. tbe_ tqtal b)lsine~~ in fo._rM at th~ end 
4)f the year llll)OUnting h> lis. 1. 99 crores. The ~onth IndJa Co-operative 
lns~'llllCC, Societ): pf Madras. ~v}jjc)l'j"SS allll) organized in 19:!0; is8Ma 
.l.439 pol.i.ci.es for ll~. 18,.~~ )akh~ thJri'i~ tl1.e year e~~ing ~1st Decm?-bel', 
Jl»3, wlul~: t.J1e. tollll bUJi ne•s ~t the ,en4 of the year ~;~moup.tecJ ~(I Rs­
~ll.l.3 Ja~l~~-·. ,T.hfl fly!lerabad Go-ppe~a-tlve }psu;~nce SoCiet;r . tssue<~ 
~.lOG n~w pr!ll~''€/l for ~s .. fl.12, )aktiB dur1ng the ye~r 1352-53 Fash 
J1~43-#) whJI~ th« total.busn}eS& m forcll at tl~ end of the year amount­
~d to, n~. 1· 3J crore,q, Thil Barod!l CQ-opcr\)tjre Trisurapce Society Issued 
~08 ,Jl'lli~i<JS f<:rr R.~. J Ai I~J·h~ !Iui;t~g ~!142,43 and the policiPs in :l'orc~ 
at the end of the y~ar numbered 683 and were for Rs. 3. 94 lakhs. · 

, . ~. In India; the operationA of co-op~rative insurance societies lwve 
bee)!. sp Car on a very restricted scale. .Although insurance oompauies 
· rrgistered und~r the Itldian Companies ·.Act have been able to extend 
tlteir operations amotlg rich and midtlle classes in urban ar.eas aml al· 
the ugh nrovldent companies' issning polieies of Rs. 500 or les$ are growing 
·ill nunther, rlmost the entire population in the rural area.~ atid the low 
income grouP& like factory work~rs and hlbonrers in 11rb~n areas do Mt 
rci:eh•e the benefit of insurance_ What is requ·:red for serving th!l fnsur­
i;nce needs of poor people is a co-operative sficiety having oontact with 
~he masses of people in rural as well as urban areas through varioll'J 
t)-pcs of co-operative organizations nnd issuing policie<~ for small sums 
v\'cn below tl1e present limit of Rs. liOO. Eveil then schemes for writing 
policieH for small amounts may not be finaneiall.v sound particularly ¥ 
t.hA mortality rate am01111 those rla.•ses of persons is probahl .y greatl!r 
iJ.nd the r.oilt c.r issuing small policies is comparatively high. ·In ·Vi<~W, 
!Jo\•·ey~r. of tloe importance of insurance sehemes as part of a programme 
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flf ~a! -sPmlrity, facilities for insuring low income groups muat .~ 
·PI'QYliJM, &!ld Jlt~ Stat!l Bhomd b~t t«'lldy to te!lder fnll financial usjst. 
~ even if it is coll3iderable. w~ ~tl qf tho opilliPil. that thtt St.t& 
~uu.ld PIIY ~ subsidy by way pf contribution to the premiurna on lifo 
~rai!C(! _pQlkies tall:en out in rural arelll! for Rs. 600 and bcl11w. AJJ 
tbe ~t Pf jssij~ amall poljcies is likely to be comparatively lligh,, tbo 
II<HJ~rative lmuran«l!l $Pciety should utilize the services of other !)II· 
~~tin prgfrril'Atigll!l all M to l!:<1ep clowu thll oxpenae ratio. We indi­
"~ IJ!!lpw .h\l diJ:ectjons ill whicb. tb11 CO·owativa insurucu !IOCiety 
AA!IIJ}<J expaqd its busina.'!$, if it aim3 11t meeting, the i!IIIUI'IIJ!<:e n• l)f 
fil:r!l li?Qr 1114 llliddlil el!ISII pe~~r'"· · 

· IJf& insurance for rura.l areas-
a. Altllough the iuCQIJle 9f agricultlllrilit$ ill at prl!,llent so loiJ' that 

-~re is iio mlll:gili fpr IUIY provision for the fut]).fe, IITJ.cb 11 margin. will. 
it; is j10ped, be cre~~ted when the ve.rioUs l!evelopment pl!ID$ arQ imple­
:JIIented, a.nd theJ:e wiU then be 11 s.cPpe for illSllranoe. St:>metl•iug can 
Jwwever, be done even now. There are in every village some agl'icultu· 
rists who are npt izlde)>ted. These agrioqlturisf:ll wbo lll'6 on ~e margi11 
of safety should be persusded to take ou,t insurance policies particularly 
marriage e:J!dowments and whole li.fe (llinited payments). In tim~ ot 
_proope.r1ty1 sol!!~ ~iculturists have ~ suJ:pl.ns income w~icq they ~pend 
ou pbJ~ct~ which are wastff)Il, or mv~t m ll'olq or Silver ornaments. 
ln tl)~ yhu:'s b£ ady~rsity, qn the other hand, debts are incun'ed on the 
Pledge of orriainentS which are gener&ll:y lo,st as they become irredeelll­
illii~ on <i~jJtS ~ecoi#ilig too heavy. If an afrency is created, which will 
p~~~~e . ~h~: ~r11J pfipulat~on . to invest t~e .win~fall of good years Ia 
j~~tng aga,ms~ the· adversity of bijd yel\.t'S, it Will pel'form a most us... 
f\tl liervic~ anu te~~df. t(! SOll\e extjmt th~ evil of phronic and what seeiiW 
t.., ·be inescap;1hle lpd~btedtless. 'fhe poliCy of il!surance thns t.ake11 out 
wjJI nQt oidy safegi:iard the future, but will also enable the policy-holder 
!~ borr<!'V i~ ca."e of need at a fairly low rate of interest from ~b· 
tn.•ilrancl' society or better still frQni the village society on it<! seeuraty. 
The j>rl!iiari vj!lage ~ieti!lS arid Qther co-Qperative organizatiorul work­
htg iti ruraj Prell$. ('.ftn rend~r "l[ery gTeat help iri eJtpJalrr'ng the bt>nefita 
pf jll.!iurance lll}d of t11e necessity of buying insurance policies instead 
cfornaments. In particular, they can perform valuable service in colleot­
ing in"Urance prernitinis from the agricqlturists during tbe orop eeuoa 
and remitting them to the insurance society for which they may receivct 
f1 &Jl\llll .cllmmisl!ion. 

8. The eo-opeJ:ative insurance society will have, in certai11 rellpeclfs. 
to adjust its methods of business to the special requirements of tbe rural 
aress. !<'or instance, in cases of small policie.~ of sums below :n.~. l,OlJt), 
it will be worth its while to do away with medical examination and proot 
•A: ~e. l\Ud ~nlc,tiiute for tl1em, a ·aeclaration from the proposer of gpod 
ht•alth and dare of birth and a confirmation of such a declaration by two 
other members oZ a co-operative organiz&tion. h1 order to •afcguard 
its iuterests. the society should lay do\Vll rule~ and CO!Jditions for the 
]imitntiQn 9f its risk dnt•ing the first three yran; •o that in the event of 
·.tke .death of .ll policy-l•ql!:ler in the &M year, hill bei111 'Yill be entitl,e~ 
·to receive oniy the amount of premium paid by him a.nd iu the event . . . 
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{If his death in the second or third years, his heirs will be entitled to 
receive not 1l!e full sum assured bu.t a proportion of it,· say one-third 
ond two-thirus. The society should accept full risk u.nder the policy 
from the fourth year. It seems ·advisable to pcrouade insurers by offer 
·of. a liberal rate of interest on advance· payments to pny premiums in 
advance iu good years to forestall defaults in bad years. It is not fanci­

tul to 'l"isualize a stage when the benefits of insurance will be well appre­
cinted, that the ru.ral· population will replace the· system of ! palla' •or 
··stridhan', whlch are given at the time of marriage in the form of ·c.r.ria.­
m~nts, by the s~&tem of taldng insurance policy on the bas:s. of payruen~ 
of single premium. 

We' t·ceommend that 'althongn tne scope is limited, the co-operative 
insurance societ.y should take steps to extend the 'facilities of life insur­
ance to rural areas, that Government should subsidize the rural policy· 
holder who talres out a policy of Rs. 600 or less, and that co-operath'O 
organizations wol'lring in those areas should otrer to it their services so 
. tha~ its working cost may be reduced as far as possible, · 

Insurance for members of land martgage banks a.nd. housing soci.et.;ies.-

7. The borrowers of land mortg~e banks may :find it to tbcir ad· 
. vuntagc to iu~ure thdr lives. 'l'hey may take policies assigned to t)ltml 
to cowr an~ounts which are equal to their debts .. The payment of each 
.~nstalmfnt of }Jremium will in their case mean a reduction in the amount 
.of deht. Insurance societies have devised a scheme called the Diminishing 
Term Insurance which will be eminently suited to their . requiremcn~ 
;l./nd<'r this scheme, tbc ·risk diminishes with !he payment of each instal­
~cnt and l•ecomes extinct at the end of the period of the loan. The 
;preD)iums wjll be small on account of limitation of risk. An alternn)iv.8 
:~~~c .. ~!ll" ·'Rthnt tl!e borrowerS may talte a non-profit endowment policy for 
.. the period of the loan. Th .. ,· IJUY e"ery.year. interest on the loan to.tho 
lnnd·rnortgage bank or the housing.society and premiums to .the in~ur­
ance society. .t. t the end of the period of the loan (which will also be 
tho period of the endowment policy) or in the event of death, il !l'lrliar, 
tl.e insurance society pays the entire amount, of loan due to tbP. Jan~ 
. mortgogo baulr m· to the housing society and the property mortgacred for 
the Joan is S<'t f1·ee from incumbrance. " · ' 

8. \Ve nrommend that the co-operative insurance· society should 
prepare ~cluin,es of insrirance to suit the special · requ:rements of the 
•borr11wers of land mortgage bank~ and hoJLqing societies on the lines 
enggested abcJ\e. 

' 
.!Jienrance for depo~itors and members of co-operative banks.-

9. ThE' co.operative insiU'ance societies may int.roduce depositors' 
insurance hcneflt scl1eme for the benefit of depositors and members of 
~ployees' FOddies, urban banks and central and provincial co-operative 
b~ks.' This will be an. attrac~i~e scheme with low premiums. Under 
thiJI ~~~hemE' 1l1e «""-operatJvc SOCieties and banks ·arrange for ·insurance of 
tlJj!ir llep<l'lito1s and members with the co-operative insurance soc:ety aud 
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pay the pr~atiums by debiting their accounts. No formalities like mcdi· 
cal certiiicate, proof of age, etc., should be prescribed . for sniall poiieiel 
up to Rs. 1,000. A declaration or sound health and of age will be all 
that \V'.II be required for etrecting insurance. However, in 01 der to 
s.ufcgu.ard .thE' wterest of the society in the event of death taking place 
diirlng the first three years, similar rules should be adopted m l"''~pz~t 
of the payment of claims, as are suggested by us in para 6 in t ha cllse .>f 
pt•licies· iri rural areas. The cost o.f ·securing and effecting insurru1co 
11hould be low as the ~xpen.Ses iricurred in respect of comntissioru, lnedi"' 
cal fees, strunp fees, etc., will be small 

· 10. we r~?commend that the co-operative insurance society l>hould 
f-rame schemes of i~urance in co-operation with the employees' societietJ, 
urban b;..nl<·' and central and provincial co-operative banks for the Ilene­
fit of depositors and members. 

Iiumra.nce for industrial workers.-

1t For• the benefit· of industrial workers various soe;al security plalll 
have been prepured under which provision has been made for in~urauce 
Against sickness, unemployment, accidents, old age, etc. None of thPse 
plans howe\"<•r, provide for insurance againEt death. It is common 
knowledge tilat industrial workers as a class can save very little duriug 
the period of active life and when they fall ill or become unemplo) ed. 
t!Jey are ine•;itably dragged into debt. Such a state of affairs may hoW• 
i:ver be ilJJprovcd with the introduction of schemes of social insnrnnce 
and the adoption of meao·ures for increasing efficiency and there may 
tl•cn be a marr,>in left with the worker to insme his life. We suggr.st· 
tl•at the co-opPrative insurance society should spec· ally try to inslll'lt 
the lives of industrial workers and they should in this conne.uon, &oek 
the help of the employers and of the Labour Officer. 

12. It is not unlikely, however, that the Rlllall savings v:hich the 
ihdividual . wori(er may make will be inadequate to enable him to obtaill 
p~nclit from ordmary insurance schemes. Experience in other countriell 
has shown that group insurance is a more suitable plan for ext~n<lin!l' 
~·e l1ene:it of life insurance to industrial workers. The employer e.nd 
employees may both contribute in equal proportion to the co,"t oi this 
f(,rm of insurance.. The contribut'ons are fixed at a certain perP.entagoJ 
ql' the wages, and the bendit is assessed on the basis of the wa~C9 and 
the lr.ng-tb of t.be service subj~ct to a certain minimum payment. We 
~commend· tbnt co-operative in.."Urance societies should frame gro1ip 
Insurance schemes at an early date and introduce them for indn&trial 
·workers. 

13. Though the main object of the co-operative insurance soo'cty 
m11 l1e to P::tenci the benefits of inomrance to small and m'd<llll clasa 
pffiplc,. it fillO~lld not refuse bu~inrss _from high~r il!come groups, llJ tho 
larger 1ts busmr,~s, the lower will be Its expeiL5P raho, but the ruexrnrnn1 
Jimit fnr policy i•sued by it should be Rs. 5,000 or in special C<ll>cs \v:tb 
ppprov1tl of the Retristrar Rs. 10,000 nrovided that this limit si:tonl.t not 
·IIJ!PlY to pol:cie:J taken out to co;er loans from land mortgage banks or 
"housing rociclies. 



JleOoallnendatians.--
H. We recommend th~t :-

(i) Provincial co-operative 1i!e insurance societieft $ho~d h~ cnta~· 
ftlin all ptov:nces. · ·· · 

(u) .Co-opet~tive life. Uisurance societies should frame aehtu* U~ 
a~c $btl ~pooial J,"equil'eJJlenl'.s of di1lerent classes of people Welt d• 
depositors 1md members o£ co-operative banlt$, factory wort;ers; membl!d 
of land mortgagr banks and housing societies and members of p~ry 
&oeieties. · · · · · · · .. 

, (jjj) r!JriOU~ CO·OI)erative OJ:lrAniiati01!S SUCh 3S co-operufive banks; 
factory workers' societies, consumers' socie~ies and rural so<li~s slioulll 
actively take part with co-operative insurance so~iet:es in. promoting 
infiUrance business muong their memlielil," '{!. g; ; .. b:t _persulidlnif"'Ureir 
r.•embers. . t? ins~m•, _wjth c~-0perative~ ins~rallfe RO. ~i~tillS, ¥~d IJOll~ing 
and re~•lthttg 1>1-ctn.ums on behalf o-1- theu: members .. They may wbe:I'~ 
:possible b!l ui>p<·intt•d as a~~nt.~' Jt li1sura•~ce socleti~s and may ''n' r\lt~r~. 
te paid a ~thhll eomtnissiop. · 

. (jv) ill ororr to enable 1he co.operlltl~·e ia~U!'!Itiee societieil Stt~­
fully to unllertake insuran~e busilt~s.~ simotlgo lol!·~r · art<! miditlli t!a''t•j8 
IWd thereby. ehcoul"llj!e among them th.. baiJ't.s 0~ thrift, Go:v<'riun.-Jl.t 
ahould Ji9Y them interest at' one per e~bt alw>'e R~seh'# Bank f~t4"lif. 
respoot of the statutory deposits and that J)roporti<m of theif fiabilit.i(is 
which l•av~ to 1le iilh>Strd in ll.ppro,·ed ~<>i'urlti~s. The Interest ~a1'il:i!lf 
1-y these soci<itie.< on all thei• investlhelits sllotild ·b~ exi-mjrlel! Iron\ ~i..y~ 
1nent of 'income-tal!:. · 

Fire and lltmeral In5urance.-
15. 'l'h~ need f<ir orglll!izirt~ flrp an({ ~i-nerai insuratice f?l1 ~6-opc~-

. tive ]lll1'6 iH belrtg felt ali'~l\dy abd w:ith the aevefbpro~nt 'of tlie q.\. 
eperotive n!overtu>nt, partieularl:r in c!Jniiexlmi V.~fh hou!'lng,' J\iiU'~Pt,lnk 
and 11i~triht11ioil, this need w'll be felt mote !iee"bl;)i: !Jo-bpetativ~ in.$U1'~ 
nnce PlwuM be cllcape~ i~nsm~cTi as U. \\·~~ld ~~ .?oss!lite)ii ~~~~p ~~~1\;.i. 
tho' elmt'!~~·~ fot ptocurmg- b1-!lnness from co-bperatiye lrtShtuti\)ns l'lnrt (li 
disputes l't•\llltding Settleinenis ~~ clllims CO\Jld lie se\tled _b)t ~~~~ltrat.ioJ: 
A eo.orp.rutivtl generill ·insurance Bocieiy besides uiidett~iiig lli'~1 !nS#r 
a nee CUll tte It~~ Uildertake ~ther types of insuran~l! .s~eh li!j ~d~t:ti.: ·. 

16. Fir~ a~;~d gen~al insurance on eo-operative lines has t11ad6 ~Odl'­
mendable progress in Europeaa countries. Insurance societies , bate 
eftpn been pi'O~oted jly th~, consull\en;' c9-ope.rative mov~~&t. .. 1 Tbi.!i 
fg tile <;II$~ i!l Finland where in .1~3~, 303 M-operati_ve ~Ur~Q¢ ~ei11ti~ 
iiL~rPrl el!mnH fire for a total vallie of, 14,769 million l;llarkka anll lll 

SWeden .(,·here, cap.ital htsured a!lai~t. ~l'e b:r, · Salfl~rbet~L .9o~ilp~r.ati{~ 
Tnsurance ~osi~t:f 1n 1937 w.as 2.372 Il41l•on kroner. 1n..~orwai; a ~~ 
l~l'(UU'e. ~R~lety was otga~•zect fY N'. K. . L. (Co-operat.~e tr~iOI\ ~Utd 
€<i-operatJve 1\'bole$ale Society), .lt haq a~ th~ end of·.l934.. 23.&'1:;> 
~olielcs in forcc"amOIUltiilg to 144 million kroner. In Great ndi.ain, ~~ 

• Norges Ke-op•rntive Laudsforning. 
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e-o-operative Insurance Society at Manchester undertalri!S ftre, liccldell£ 
lind automQbile in.l!uran~~ besides unqertaking ordinary and industrial 
life intfilmuce. Its premi~ ¥tc~me' ·uuring the year 1940 amottr.ted to 
£9. 7. million, wllil!l its t~!tal assets amounteq tO about £38 miiiiOit. . !D. 
ibe U.S.A., t}Ie_ co-optjl'atir~ ~ui;ari.~e,. a!isocja(ioir~ hold a pivotal lJO~itloil 
in the tield .. of rurl!l ~~f!!Pce .• #~ord4ig ~-Mr. J08eph. G. ~napp. 
there were 2,00b associations servmg ~ eo~'f!itied membei'Ship Of aim~ 
three millon farmers and having insurance 'in ft>~ itmotintinlil' tel 121 
billion dollal'l! which ),'epresente!l ~ore *han half of the value of illsurable 
aan» ))1'\)jlerty ill ~e U111~d Stat~.~ 

,· 17, 'l'h~ only in~tabce in I~dia of fn!mruee apinst 4~ ~J otl~e~ 
.t·lsks On Co- hperativiilines' ill tflat of the ·co-overative Fire .and qe~ 
Jiisurant\(l 'Society of Mi!dras, which was registered 'Ul 194142, . It uuder­
takes .Ali khtds of irlinuance excePt that of life, ud ~ed · $,526 :Policic.i 
<'b'vetinii; iiSks fd tlie l!Jttt'nt or Rs. 2.82. cror~ duti~ 1943-44 •• Almost 
~;g'btj> per· ~eilt of 'ita biJ>ine&<o C81tl1J to it thrau!di llO-Oj>erativi !lrli®~z~: 
tions. · 

' 'is. !t appears to us tliahvhJe it 11{ desirable t<i o~e fua nnd 
o!be,t; ge11~ri.tl ty~~ ~f 4\~~~~ ~i! e~erii#v~ Jliies,' it ill ne~ fOJ' 
tl•!l ~w~~ of ~uch an otgaiufatiozt to ilxteil<l ita ·~ o~ opiJI'atil)llll io. 
the whole of J..11aid. In: the first.plilce; tll'e !ar'gei''tM hn!tl of ()perations; 
the wider will be its risks spread and the l!re&tel' ·the ehanoos for gain.i 
>ind lOI!S<!ll VJ eanool each pther. , Sc<;o.~l!il.r, $,~ ~~ the amount of its 
!ni!JilieS!I, tile lo)•-~.f will liE; i~ t;Hffi'l~ raii() an4 t1Je ~tther will be it.. 
~-tanding and thf' gre~J.ter itf; ~ffue.qee ~n f.he inSm'anl!e w~ld. If w.nr 
ltave ~ fair fJi'ospec~ ~ ae}ljevjng tll~ ~ll.dli, ¥ it ha.f ll' Virtual _ntonopol.l,' 
<of eo-(!Jmrative bus1ness. We. th~refore, reco¢mebd that Regi.<Uat-s ol' 
Ch.Pe~ative ~:etie~ ~tm,I4 a(!yiSf 8.4 ~~op~r11tive so~ltj!.ieS'. in ihe]r 
rt>.wpPetive p1 <IVIll~~ ~ .d~ m ~~ matter of :fire And gl'!ti(!t'lll mrmranoe 
?w..iness with the a1Hn4ill 'lto.P.t>r!ltivll 1nslir8llce ilrkamzation 1\.lleu If 
J& fo~rmeth 

'Recommendations.-
. · 19. We I'CCQ1lllllend thllt, li,ll, Al!-IlHlia Fire and General Insurance 
Society; !!lH>u~n be ~ga~ed lind W,at ~ M9Ulcl have bn its b'>lll'd or 
management repres~ntativ\lS of ditrercri~ provinces- ali wen a~ of sJifferen& 
intel'el!ts. The WO'\'king J .. . f tr~~ s~~!ety wilt be ~.~ m.ueh faeilitated if j~ 
ae1s np local boar!ls anq. deiegate~ to them the authorltt td accep~ pya; 
piJF.Js as well as to settle ~~ '1\·itqin liW,its .fixed fly its central l:toard. 

, • I .' 1_! ; ! ' , • j , ~ _ '· , : , •- ; , • , 

. . 20. :w' e ar~ of ~e. bphiiim that it will be desirable to amalgamat9 
tne, ~lr~ lltl~ Gen~Till.I~tan~e' S'riciety of Madru witb the all-India 
or!l:lllisatiori 'wlleil it ·i~ ·established. There inay, llowevl!l', be objectioJJ 
against fhili. <'iiut'Se ·!>It the· gr0tt11d af its earlier establishmen* IJ.n~ local 
natriotisro. Jn.1Mt ea5e it may c<i:ntinu.e as ii ~Jiarate and ind~pt>ndcnt 
or{\'~ZI!tlol) ... ~ut 'conljletlti~ti. shouid be avoided by excludjng Madras 
!rom the wea or operations of the all-India: Ol'ganization. 

I > • , - •' ' 

• Artie!& contributed · \>:r 11!~. .T'!Seph (1. :!rnapp, Principal .Ag-rlcttltaral 
JI:Mmomi!t,• Co-Ope..""li''l' R ... earcb .and Service Division. F'ann t'rcdit .Admin!& 
trntion, on •I.Agricul~=n1 C~\'Pfr.a.ti.q~ ;D.. t!la,'Unit!'<} State$" in they._,. ll~ 
o.r .Agricultural Co-opcriltion, 1942. · · 
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Cattle lJJr.nra.nce.-

~ · · 21. Cattle wealtll has a speci~•l significance in· the economy cf n 
farmer ·in n poor country like India. 'l'he number of cattle in British 
India alone is elltimated at over 200 million heads. Further. an averag& 
(armer in lndia depends entirely upon his buUo~ks ior tilling hi~ land 
as well as for traru;porting his produce. Cattle in!iura~e has therefor~ 
a spepial signirlcancl) in th:s country. 

22. '!'.hough the need for cattle insurance is wniversally recognized, 
it has :not been succes~fully organized in any country so far. LAs a col,l­
lp.ercial enterprise, it offers very little attraction, and no joint stock 
insurance company considers it worth while to undertake this branch 
of iALSUl'OJ.;ce. The difficulties in · thi.9 kind of business are numerous. 
In th~ first place, reliance has to be placed to an undu~y large extent 
on the honesty of the owner of the cattle owing to the difficulty of 
finding out whether the loss was occasioned accidentally or through 
negligence. Seeondly, there is the tliftlculty as r~gards ident~fication of 
the dead animal with the insured animal and as ulso as regards altcra. 
tiou in the '''"'lue of the cnttle by reason of age. Thirdly, the expenses 
of management caused by the preparation of numerous and constantly 
recurring policies and by the necessity of regular in;3pections are hable 
to be out of prcport:on to the sum insured. 

23. Lhestock insurance on co-<>perative lines has been attempted 
in some coantrks in Europe, particularly in Germany, Franc~. Italy, 
Belgium, Bujgaria and Hungary. ln all these countries arrangement~ 
for re-insurance have been made either by grouping the societies together 
or by making arrangements with some big life insurance company or with 
the Stat.e. '!'he societies receive substantial assistance from the State, the 
assistance assuming the forms of (1) initial subventions, (2) subventions 
to meet exceptional losses, (3) annual grant for meeting expenses and 
(4) fttc ,·eterinary aid as well as free supply cf vaccines and other 
mcd·:cines. 

2-1. Cattle insurance societies were · attempted to be organized in 
Bunnu.. and some parts of India such as the Punjab, Bombay and 
Coorg, but tbey reached an advanced state nowhere except in Bunna: 
where there were about 400 societies with about 6,000 members and these 
socidies wer{ i:e;Jerated into a re-insurance union. The local societies 
charg<~d vremium at 5 per cent of the value of the cattle, plou~h cattle 
anti buffaloes between the ages of 4 and 12 being accepted for in~urance 
'rhe amount of indemnity was limited to two-thirds of the value ol 
insurance less the value of hide and carcass. The local societies pa\d hal! 
the. insurance premiums collected by tllem to the re-insurance society~ 
which was sup:plied with the list and parfculars of cattle insured and 
t11e.ir Yaluatil'n e;very half-year. If any an~mal died, hal£ the indetnnitv 
to )l(• pnid came from the re-insurance society, the other half bem~ paid 
by local For..:ctie.s. The societies worked well for some fme but laclc of 
tlose . f.:upcrv.i~iou, disproportionately heavy sdrninistratiYe expt'nde.'i c.n~t 
Ctmernl dctt~rioration in the condition of tile Co-operative movement! 
C!Glltributed to their fa:Iure. They were ultimately wound up. · . 
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25. Tho Chief advantage in organizing cattle insurance on co-opera· 
· tive }mP.S is that the members of sut:h an organization arc in a peeuliarl:t 
advantageous )JOSition to observe and ~upeni."e the care given to iusur~:d 
nnimals. all(l to 1ake action itnmf:'d atcly when an occasion arisrs fllr it. 
'J.'bcy c:an also c::.timate correctly tile value of <t i.tiruals both whtll iusur­
f.IICc Js elfected and in the case of loss. The drawbark of a sn1all CO• 
opHativc <'aH!e im.urance society, however, lies in the fact that the risk 
is tontinerl to a small area and to a small number of animl\1!'1, and s!1ould 
losses occur ~imultaneously, it becomes imposs .ble to pay any compt>nSll• 
'ion. It. is. thert>fure, necessary for local association.<J to combine them· 
r.elves for re-inmrance. 

· ~G. l :xpf'rit nee g·ained in Burma where the entire scheme fa ilHl 
despite the c xi.• tmce -of a re-in•·urance society shows that the exist ng 
conditions are nut suitable for entrusting tnts business tcr a co-opcrattvo 
~oeiety ~ In Yiew, howe ver. of the importance of cattle insurance for 

· the agriculturists, we recommend that an experiment should bo made iu 
· this direeHon by provincial governments on the lines set out below. 

Recommcndations.-

27. "'\\-e t·ec·ommend that:-

(1) 'rlu~ C(•-onerative and Veterinary Departments of the r,rovincinl 
government.~ should collect data about the number of cattle in dill'erent 
villages. number of owners, mortality, etc. 

(2) .After collecting the data, the provincial governments should 
· undertake cattle insurance as an experiment. 

(3) 'l'he experiment may at first be tr:ed in selected areas and may 
· be (lxtendeu to other areas as experience is gained. 

( 4} O~Jy th{> members of co-operative societies should be allo'""t'd 
in th t> te~innin'! to ;.,<,-,.,. their cattle, the im,urance being r estricted to 
bullocks, cows and buffaloes. 

(5) Adrquntc arran~cments for veterinary ~crvices, vaccmeSJ and 
other rnedic:nes needed for prevention and treatment of cattle clise~lie 
should be made. 

(6) Tbe inrurance premiums should h,. fi..-,:ed in such a way Btl to 
eover the lo~se~ in a normal year. The rates of premium will Yary 
according to the age of the cattle, but animals below two yeant and 
above t w .. h·e y,ears should not be insured, and arrangements shl)uld be 
ma<le for the valuation of animals at intervals of six months. 

(7) The ftmount of compensation to be paid should be ti~ed at two­
thirds of the )Ol-ses. 

(8) The entire expeuses of admin:stration, veterinary servicce. 
Tuecit!es, 111t>dicin~s, etc., should be borne by Government. 

(9) .A ftl'r ~ufficient experience has b('en gained, the que,:,tion of 
riving the illl'uranC'e business a ('0-operative form should l:e conrt•lf"rf'd, 
,•"\'hen cnttle iru:uranco is organi7:ed on co-operative r:ncs. arrangcm~nt• 
J'M9Mo(Agrl 
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zor re-msurau~e snorua be made either with the Govei:n:inent or ·with re­
-hJsurance societies, organized for the purpose . 

.Ctu~ Instn'alice.-
- I!R. Oro~ inl!Urtmcre .is a device wht>reby the losses suStained by a few 
farmers are shat"ed b-yall the farmets in a group exposed to the same 
'tiFk. A fatmet pays-& certain ampunt of premiUIII. every year, and -bY, 
doing so substitutes fot an uni>redictable loss that occurs ip.frequently.; 
·a definitely kno-wn annual cost ~tel:n in his farm budget. Ill essence whlii 
he does is t11at by making an annual contribution t6 the insurance 
·reserve, ho lays by a part of his prod~tion each year to provide lor the 
[i>S!.es when they take place, Crop insurance is, thus, the counterparl 
bE unemploym~nt insurance for the industrial population. 

_ 29. Crop inSUi'ance has been tried in several countries of the worl<J 
partteularly iii Eutljj!t~ and A:inerica. rn ·Greece, _the !grlcuiturai IllSb.­
rantte Ihstitute u:ilderta'kes direct insurance against hail and frost as well 
as re-msurance of local agricultural associatious and !llUtlilll insurance 
societies and their u'Ilions. It grants indemnity np to 90 per cent of the 
value of the crops insured. In 1935, it iSsued 6. 766 polices of the face 
value of 197 million drachmas, received premiums of 3.87 million 'drach­
mas and paid claims for 2._ 56 million drachmas. The insurance was m08tly 
in respect of wine, tobacco, wheat and fruits. It receives special grants 
frol)l Gove111ment and als.o a share in the levy on exports of certain types 
·tJf 'Produce sMh as m\11!, 'ftuits, etc. In ·Germany, hail insurance is 
undertaken by private coitijllt11ies lis well as by public institutions . 
. Private companies are regulated by· legislation on insurance contracU 
·policy and their working is !ffipervised by tile State. Public hail insur­
ance institutes liave also been organized in different states. The State 
.has· supplied them wi_th foundation capital as well as aminal grants. 
There is, in flenuany, ~t"ll another scheme of hail insurance based ·on a 
~ontract of ro-operation between the public· mithoritres and th.e p1ivate 
insurance companies. Under this scheme, the State makes supplement­
hry payment~ to the insurance . company in additiol). to the premi:wns 
puid bjr the farm('l's. In France, hail "insurance is effected by . co opera­
tive insurance organizations composed of cultivators aitd also by joint 
stock .companies and mutual societies. , There ·wex:e ·on -1st' Jatltlaty~ 1939, 
1,000 hail insurance· societies. , These_· societies, <receive considerable help 
from the State_ by way of subsidies. Tiley also a-eceive help from the 
Natim1al Blllllt of Agricultural Credit by way of Ioaus and from cregional 
banlrs of agricultural "Credit by way of bonlli1 interest· upon loans made 
by them. 
·'' :10 •. In t.hA U.S.A.. mutual . propercy- msurance companies' _insure 
1gainst wind, storm and hail._ .Some of them speci~e in in.sur<q~ce of 
:l"ops against h~il damage. About 100 associations· of this type, ·.many 
of whieh ronflne their operations within a single state have outstanding 
nsur,!lllce bu~iness amolljnting to :about 5! billion dollars. · A coUntry­
nile experiment in providipg insurance against ,Josses in production 
overing all risks was .made whe11 tire Federal -Gove.rnment organi2led ~the 
~ederal Crop Insurance Corporation in 1938. The program~:,llf. cr{)~ 
asurance was inaugurated for wheat growers and three years later ill 
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was t>xtended to cotton. Insurance was against production risks through 
insurance of yield and hence premiums and indeliillities were to be 
'letermined in terms of the vollllUle of the coo:nmodity. During a five year 
period, about 2,000,000 wheat and cotton farms were insured and indem­
niti<•s for crop failure were paid in respect of more than 600,000 farms. 
The financial results of the experiment were not as good as origfually 
anticipated. Some of the problems encountered were : adverse selection 
of risks, over"insurance where reliable records of production for r!ll"lll 
were not available, d.iffi.cu!ty in segregating losses due to avoidable r :tu>:es 
:from losses du<! to unavoidable causes ; and diffieulty in obtaining Ul'li· 
fotru, enthusiastic and yet conservative administ1ation in some 2,300 
e<>untries. '!'hough the programme of crop insurance has been tempo­
~aril.y suspended, the Department of .Agriculture is fully aware of the 
important place crop insurance occupies iii. the economy of fa.rmeril. 
It is, therefore, ~ready engaged in evolving another workable scheme for 
crop ilisurance for the benefit ·of the farmers in the country. 

31. C'rop l.tlsurance in India in the present circumstances appear:s in 
our o}>'inion beyond the scope of private agencies or co-operative organi• 
tations, fll"stly by reason of the lack of reliable statistical data and 
secondly becall~e of the inability of the peasantry to bear the incidence 
of its eost. .At the same time we believe that some scheme will Lave to 
be devised in course of time to protect the agricultural classes from tha 
risk occasioned by the loss 11f their nrovs to which they are at presl'nt: 
expoaed.' Profiting by the experience gained in the United States; 'R'e · 
recoo:nmend that a scheme of crop insurance should be undertaken 
eiqlerinientiill.y by the State. The nature, size and scope of each ex11tli· 
mP.nt should be detE)rmined by statistical experts who have experience 
of crop estimating. The funds requ.ired for these experiments sholilll 
be l!rtimattd in consultation with agricultural and actuarial experts and 
:Provided by the Central Government. We believe that the War Risks 
Insurance (Goods) Fund of the Government of India which is esthunte,l 
to amount to over Rs. 21 crores provides a useful source for mP-eting the 
cost of these e:speriments. This fund has been built U.ll out of the pre­
miums paid by mercbants and others who were holding, among other 
goods, heavy stocks of agricultural commodities. These merchants mus~. 
have calcu!atrd the war risk 'lnsurance premium as a pan of tlteir ordi­
nary costs. The insurance pr11mium was therefore a part of the chargrll 
hetwpcn the producer and the consumer and tbe bulk of it was. rellP.ctcd 
in n lowe!" return to the producer. It seems to be legitimate, thereCore, 
to claim. that this fund should be used directly for the benefit of tho· 
lll"Qducer. 



CHAPTER XV. 

ADMINISl'RAl'ION AND LAW. 

Administration-Introductory.-

The Co·operative movement in India owes its origin to the initia" 
tive of the l::itate and it:; development has been made the special 1·es,. 
y..nsibility of the Reboistrar of Co-operative Societies, who has b~en, 
for. this purpose, equipped with powers and provided with the s~<u? 
I}CCI'SSary to execute llls functions. It was hoped that in course of time; 
.eo.:Opcrators would come forward to assume increasing respon•ib.lity 
in the organization and working of the movement and would ultimately 
mak~ it independent of official control. ' This hope, however, has not 
been r~alized for a variety of reasons. Although the Co-operative move­
ment was the bc~t agency through. which the· development departments 
ot the Government . should have approached the masses, these d~part.-. 
tnent..q worlred iu almost complete isolation, with the result that even the 
small available State effort was not properly canalized for t:Je ber•clit" 
of the people. Nor was the Co·operative Department itself adequaLely 
~;taffed or properly equipped to co-ordinate such non-official elfort as: 
was forthcoming with its own activities. If the movement. is to b~ deve­
loped on comprehensive ·lines and is to make proper contribution to th~· 
economic .de>t!lopment of the country and the raising of the standllrd· 
olliving of the people, the essential requirements, inter ali:~, are the ·~quip· 
ment of the Co-operative Department in each province with adequato, 
an<l right type of personnel, the increasing participati!ln of non-o1iciah 
in the movement and the forging of a link between the non-offi.:ial;;, a,d­
tllt' State represented by the Department of Co-operation and otb<'t 
nation.building departments. 

. We feel that the time has arrived when the Co-operative movemt>nt 
should function more and more on the principles of self-help. • Towards 
this end, steps should be talten to make it autonomous at an early date. 

Oonatitution and equipment of the Co-operative Department.-

2. The Co-operative Department should be properly equipped not 
ouly for discharging efficiently its present duties but also for undPr. 
taking the increased reSPonsibilities placed on it by the plans of dr,·e· 
lopml'nt proposed by us. At present the Department is administ<>red 
fly the Registrar with the assistance of one or more Joint Registrar.. or 
Deputy Registrars (Gazetted Officers-Class I) a number of Assist.ant 
&tlistrars (Gazetted Officers-Class In and ~bordinate offic!'rs lmo\VIJ 
variously as inspectors, co-operative sub-registrars, auditors diRtrh•t ~,,.. 
operative officers, etc., in different provinces. A recent developml'nt is 
fhe anpoi~tment, in some provinces, of special officers for looking afro~ 
the financial aspect of the movement, snch as the Financial Adds~r in 
the Punjab, the Assistant Registrar for Finance in Bombay and the 

t48 
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flanking Expe1-t in Bengm and in Bihar. In some provinCl!B, special 
oifu:ers have also been appointed fo1• activities such as marketing, land 

. mort.gage bankinq and industrial co-operation and for women's societies. 
W' e suggest. that it will be an advantage if the corresponding oftieel'!l 
in all pro,·inccs are, as far as possible, uniformerly designated. 

3. The Registrar occupies a pivotal position in the movement. The 
.M.aclagan Committee and the Royal Commission on Agriculture have 
(ll'l:l>CI'tbed \'ery }1i,z1J qualifications for him. ln the new scheme or no­
oper.ttive development proposed by us in this Report, the importance 
of !lis role will be ClJnsiderably increased. We, therefore, consider it 
essential that special care should be exet·cised in his selection. He should 
not only be a man of outstanding ability hut should also be tempera­
mentally suited for the '"ork of running a popular movement of this 
kind. Before be asstUlles charge of the post oi. the .:Registrar, he should 
lll1dergo a thorough training and should work for·.at least two years 
as Deputy or Joint ltegistrar. Duriug the course of hie training aa 
u·ell as during h1s tenure of. office he should be allowed opporttmit\ea 
to study the working of the movement in other provinces and outside 
Jndia. The Registrar .should ordinarily be an officer of the Indian 
Civil Sernce or the Provincial Co-operative Senice. In view of the 
responsible nature of the duties of the :Registrar, he should enjoy a 
higher status than he does at present ; in our opinion he should rank 
with the heads of such departments as Police and P.W.D. for general 
purposes. He should also have a longer term of oftice than at present. 
In tllis connexioil the Royal Commission on Agriculture recommended 
that a :Re{;istrar, once appointed and proved effici~nt, should hold- that 
oftice for at least nve years, on the lllisU.m.ption that hE~ had. already had 
two years' se1'Vice as Assistant or Joint Registrar. We observe that 
in some provinces Registrars are changed at short intervals. The wor'• 
in conn!'!Xion with the Co-operative movement is becoming increasingly 
technical and it is neeessary that sufficient time should be given to tl1e 
Registrar to study it and to formulate and execute policies. In our 
-opinion, therefore, his tenure should be for about ten years. As such 
a long term of office is likely to make the officer senior enough to be du0 
for promotion to posts carrying hlgher emoluments, we recommend that 
he shouM he fully compensated for holding the post till the end of thP. 
term. 

. 4. " In order to infuse new life into the societies, to introduce the 
:various reforms we have suggested and to secure the growth of the 
movement on right and sound lines a highly progressive, effioient and 
w...Il-Tl'aiu<•d· staff is vital necessity."* We cannot lay too much em­
phasis especially iu view of the large-seale developments that w~ are 
recommt>nding, on the need for the proper training of the stafi' of the 
Co-operative Department. We have discussed tbie subject in the Chap­
ter on Education, Training and Research. In order to attract perso118 
of high (JUalifications to the Dep&tment. we suggest that officers of the 
Co-opL'tath·e Department, should enjoy the same status and draw pay 
<Ill the same seale as otlice:rs of the Revenue Department. 

• Statutory Report of the Reserve Btutk of India. 
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Functions of the Co-operative Department--Organisatio!J and Super­
mioro.~ 

5. The work of the Co-operative Department falls under the broad 
heads of organization and supervision, inspection and audit of societies, 
and general admini~tration. Organization .of new societies is under­
taken in some provil1ces by the departmental staff and in others by the 
non-official agencies ·organized for supervision work. Honorary orga­
nizers also are appointed in some provinces, but of late their numoor 
l1as been steadily decreasing. Vic recommend that the work of orgac 
nizillg new societies should also be entrusted to ·the organization sug­
gested for supervision in para. 6. The greater the association of non­
official workers in the organization of new societies, the better will be 
the chances l'or uew societies taking root and growing. In this con; 
nexio'l'l, we are of the opinion that the practice of appointing honorary­
hMllii~~rs shou!U be more actively followed so that popular enthusi.i$m 
'a'nd ·lo'cal" leadership 'may be harnessed to the service of the movement. . . . 

.'\.S rP.,!!'ard.s. SUpervision, different systems have \heel), evolved. il) 
difft;cenf"provinces. The work is undertaken by the Co-operative De­
iJat:tment or by the non-ofi)cial agencies such as local supervi~ing union~ 
with or without district and provmcial supervising boards or by regional 
and provincial institutes or by financing agencies. In the United 
Provinces and the Punjab, provincial unions undertake supervisiot).. or 
the societies and engage the necessary staff for the purpose. The income 
of the unions is drawn from contributions from the societies and graute 
from the Government. The supervisors work under the departmental 
staff. In Bombay, the machinery for supervision compri'<es local super. 
vising unions, district boards of supervising unions, and the Provincial 
l3oard ~?f supervision. The district boards are federal organizations of 
the local supervising unions, and the Co-operative Department and the 
financing banks have their representatives on them. The Provincial 
Board is composed of the Registrar, who acts as chairman, Chairman 
of the Provincial Co-operative Bank, Chairman of the Bombay Provin­
cial Co-operative Institute and a representative of the district ~upervi­
sory boards nominated by Governme.nt. The Provincial Board co-ordi­
llates and systematizes supervision and is empowered to hear appeals 
against the orders of the district boards and to approve their budgets. 
'The expe~s of supervision are met. out of contributions from societies 
and financing institutions a.nd grants from Government. The Govern­
ment of Bombay have announced recently their intention of bearing 
the entire cost of supervision. In Sind, the machinery for supervision 
is the same as in Bombay, a.nd the expenses of supervision are met 
out of supervision fees charged from societies and subsidies received 
fro·m the Sind Provincial Co-operative Bank and Government. In 
Madras, the supervision of a large majority of the societies is in the 
hands of the local supervising unions, whose activities are co-ordinated 
by the central banks concerned. The expenses of supervision m·e met 
from fees paid by the societies and contribution ftom the central bank. 
I!l ~ome a~·eas, the central banks undertake the supervision of the so~ 
JlJeties affihated to them, through their own staff. In the Central Pro-
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vin~es, supervision is undertaken by four divisional co-op~rativc. insti· 
tutes· in assoCiation with the central banks which are affiliated to them 
The ,stqff of supervisors, though employed by the institute, works under 
the education and supervising committees consisting of r<>presentativcs 
of central banks and societies. 'l'he income of the institute consi"ts of 
contribution from societies and Ct"ntral banks and grants from Govern­
ment. In Berar, Bihar, Orissa, Bengal and .Assam, supervision is 
undertaken by central ;banks. They employ a staff of super\·i•ors and 
meet the cost from their own funds. On account, however, of unsatis­
factory financial condition of the central banks in these provinces an1l 
consequently their inability to maintain an effic1ent and adequate statr, 
the work of supervision was far from satisfactory in the past, but is 
now reported to be improving. In North-West Frontier Province super­
~si<m· is ·undertaken by the departmental staff. 

6: From this brief survey of the $ystems of supervision obtaining 
ip the various provinces, two types emerge as being. most popular. The 
first type is a federation of co-operative societies, formed for a province 
and maintaining an adequate ~nd efficient staff. Such a federation_ 
derives its income from contributions from societies and subsidies from­
Goyerl)Jllent.. This type of organization gives adequate rl'presentation 
to ~a-operative gocieties, which are to be supervised and conforms to: 
the co-operative ideal of mutual help. It also brings the supervising­
staff under a provincial cadre and assures to them prospects of promo,. 
tiou, security of service and provident fund. We are, therefore, of th<> 
opinion that tlti.s type of provincial co-operative federation for the 
supervision of co-operative societies is the most desirable one. Govern­
ment should provide it with subsidies, large enougll to enable it t() 
meet ito expenses without levying unduly heavy contributions on tl11~ 
societies which may lead to an enhancement of the lending rate to the 
ultimate borrower above 6:! per cent. In the present circumstances, 119 

t.he majority of co-operative societies are not properly developed, and 
a.; we are contemplating a rapid programme of expansion, the entire 
cost of supervisiou in many areas may have to' be borne by Government­
With a view to providing increased representation for co-operative ~o­
eietics and with a view to improving administrative efficiency, it is de­
sirable that the federation should decentralize its functions and entrm;t 
them to local units constituted for convenient areas. These units may 
either be branches of the federal body or they may themselves be the:· 
primary units which may be federated together into the provincial 
federation. Where an institute or federation or union exists and is 
or can be constituted on the lines discussed in this para.,OTaph, it shoiil<l 
be entrusted with the work of supervision. 

The second system of snpemsion over co-o·perative societies is th& 
one in whieh eentral banks themselves supemse affiliated co-operative 
soei~ties. This is open to the criticism that the financPr's interest i& 
likely to preponderate over the interests of societies which are to he 
supervised, and may therefore lead to their decay. This criticism of 
combining supervision and finance in one and the same institution how­
ever loses its force when the financing institution itself eoMists lar~ely­
of representatives of societies to be supervised. as in Madras, when· 
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two-thirds of the representatives on the board of nianagemenf. of a 
eentral co-operative bank consist of representatives of societies and whers 
even the remaining one-third is elected to the board by shareholders 
including representatives of societies. Under such a system, the cen­
tra-l Lanks have, in addition to the executive committees, organized ad­
ministratne sect.ions or committees of supervision and appointed execu­
tive officers to be in charge of them. The object of the administrati l"t 
section ur comnuttee of supervision is to develop, assist and co-ordinate 
the worl< of -supervising unions under which primary credit societies 
have been grouped and to control the supervising staff. The funds 
required are contributed by affiliated societies and the central bank 
concerned and the supervising slaff work under the superv~ing unioll8 
subject to ultimate control by tbe central banlc. We recommend that 
this system may be adopted in provinces which find it suitable. In such 
,:ases, the subsicJ,ies from Government which we have recommended for 
the provincial co-operative federation, should be given to the central 
banks which undertake the supervision. 

lnspection.-
7. The inspection of co-operative societies IS m a majority of pro­

:rinces undertaken by the Co-operative Department and a separate staff 
for this purpose is usually employed by it. The function of inspectioi& 
is performed at present by the Registrar in most of the provinces. \V e 
are of the opinion that tbe function of inspection should continue to be 
perform(•d by him a.q it will also help hiin to Jrcep in close touch with the 
working of tile movement ; but as the movement develops and non­
offi~ials are trained to undertake increased responsibility the function 
of inspection should also be gradually transferred , to non-official bodies . 

.Audit.-

8. The audit of all societies once a year is the statutory duty of tJie 
I:egistrar, and, in most provinces _the work is carried out .by a special 
staff employed by the Co-operative Department. For iustance, in Bom­
bay, the Department employs a staff of special auditors, auditors and 
sub-auditors, the special auditors being entrusted with the audit of the 
provincial and central banks and major societies and the auditors and" 
sub-auditors with that of the smaller societies. The audit in 1fadras, 
Bengal and North-West Frontier Province is also carried out by the 
dcpartll'ental staff. In the Central Provinces and Berar, while larger 
110cieties are audited by departmental circle auditors. the audit of smaller 
societies is undertaken by society auditors who are appointed by and 
wurl< UILkr the control of the !Wgistrar, and are paid out of an audit 
fund but are not Goverruuent servants. In the Punjab, the work is 
entrusted to the Co-operative Union and the audit staff is employed. 
and maintained by it. In Bihar, with the exception of the Chief Auditor 
'Who is a gazetted officer of the Department, the audit staff was employed 
by 1hc Co-operative Federation. In 1938 the audit staff of tbe Federa­
tion was taken over by the Government. In some of the provinces, 
fl.i'/., North-West Frontier Province and certain parts of the Punjab, 
the functions of audit and supervision are not separate and are per­
formed by the same person. In most of the provinces, professional 
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.auditors are appointed to· audit the aecounts of provincial co-operative 
banks, central eo-opel'ative banks aud other big :institutions. Audit is 
one of the statutory duties of the Registrar and we recommend that it 
should remain so. We are, however, of the opinion that the Registrar 
may dPlegate this fuuett<lll w not\-ofticial federations or inst•tutes al­
ready referred to in para 6 above. These federations or institute& 
should maintain a staif of duly qualified auditors as in the Punjab, 
Bihar and other pro,inces for ihe smaller societies. Fqr the larger 
societies and central banks the Hegistrar may assign the audit to auditors 
placed by him on a panel. 'l'he prattille of eombining the iunct.ous 
of audit and supervision in one person is undesirable as it is liltely to 
lead to inefficiency. If the person who supervises the working of a 
society also audits its accounts many defects in its working are lilcly 
to l'emain undetect~d. The classifiNiti<>n of societies should not be pub· 
lished in the offieial gazettes . 

.9. As regards general administration, the fact cannot be too strollti· 
ly emphasized that the ultimate objective of the Co-operative movement 
must remain its freedom and autonomy. We, however, consider that 
in order to ensure the implementation of the plans of development re­
commended by us, a e.ertain increase in G<IVerument supervision is 
inevitable in initial stages. We wish to make it clear that we visualiu• 
this control purely as a te1nporary expedient and are strongly of tho 
opinion that it must be so exercised as gradually to disappear. As the 
movement is of the people ancl for the people and must be rnn ever more 
and more by the people themselves, it is necessary to indicate that the 
spomorin.sr of the movement by the State is meant only to assist, guide 
nnd train up the workers and not to establish permanent control over the 
tnovement. 

Importance of non-official workers a.nd Provincial Co.operative insti· 
tutes.-

10 .. The. uw•t impvrtant requisite for the development of the move.­
Iucnt and for giving it stability and permanence is. however, the stima· 
lution of interest among the people in order to ma'>c ther.1 rt:n it 
themselves. The Department should therefore encourage non·officiuls 
to participnte iu the development of the movement with a view nltimale· 
ly to handing over the entire working of societies to them. In thiR 
connexion, we would like to refer to the non-official bodies, the provin­
cial co-operative institutrs or unions existin;!; almost in every province, 
which have been organized for the purpose of propaganda, edueativn 
and expression of non-official eo-operative opiuiou. In some provinces, 
such as the Punjab, they also perform the duties of supervision an<l audit. 
We suggest that these institutions should be greatly strengthened so 
that they may be able to perform more efficiently the important functions 
of educating and organizing non-official opinion and providing an efl'cc· 
tive medium for the expression of public opinion and generally promot­

ing the common interests of the movement. The :institute should he a 
non-official federal body ; but it should be liberally subsidized by ihe 
State to enable it to }lerform its functions. 
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l'r()vincia,l . Co-operative Council-,-~ts Constitution and functions.-

11. Anothet· requisite of ~a-operative progress is the establishment. 
of a living link between the non-officials and the St;~te represented by. 
the various nation-building departments. We have already suggested 
in Chapter II that the sncccBs of eo-operative development depends upon 
the State giving up the policy of laissez-faire, and taking an active part 
iu the economic development of the country. 'We have also stated that 
110 plan of the State will succeed unless it is supported by the people. 
~'he State v.-:i!l therefore require an organization which will continu­
ously prepare projects of economic development and devise co-operatire 
methods for their implementation. Snch an organization should include 
the best and most constructive elements in the province, and establish· 
f!lose and continuous association between Government officers. in the: 
nation-building departments, co-operative workers and leading non­
offieials. We propose that every province should provide itself with 
J!UCh an organization by setting up a body. which may be !mown a8 the 
Provincial Co-operative Couneil, on the following lines. The Council 
shou!U be under the ehairmanship of the provincial Minister~in-Charge 
of Co,operatiou, the duties of Secr~tary being discharged by the: 
Registrar of Co-operative Societies with the assistance of a full-tima 
Assistant Secretary. ~'he Assistant tiecreta.ry should he an offic~r of 
the status of a Joint Registrar, or any other person who has had long 
experience of the Co-operative movemPnt. AB regards its membership, 
we are of the opinion that non-officials should be in a majority. W ~ 
suggest that the official memberR should include the Registrar of Co­
operative Societies, the Registrar uf J ndastrial Co-o·perative Societies 
and Director of Small Industries, Deputy R~gistrars or Assistant Regi.~t­
rars of Co-operative Societies not exceeding five, and four of the follow­
jlJg :-

Director of Agriculture, 

Director of .Animal Husbandry, 

Chief l\farketing Officer, 

Director of Planning or Director of Rural Reconstruction. 

Director of Public Instruetion. 
Electricity Officer, 

Director of Public Health, 

Chief Engineer (Civil), 

Chief Engineer (Irrigation), and 

A Representative of the Services (Army, Navy and Air Foree). 
The non-official members should include the Chairman (or if a Chair­
man is an offi<dal, a non-official representative), of the Provincial Co­
operative Institute, the Provincial Co-operative Bank, the Provincial 
Land Mortgage Bank, the Provincial Marketing- Society, the Industrial 
FederaHon cr Promotional Agency, the Provincial Consumers' Societ) 
and t~e Provin~ia~ Insnrance Society,. not more than 20 representative• 
of pr1mary sociel.les, two representatiVes of the Legislative .Assembly 
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and one repr~sentative of the. L~g~'Slative CounciJ, ~ Economist, prl;­
Ierli!Jly 4:·J:"rofessor of ::Agricultural Economies at a university, and not 
more than five persons with special qualific-ations nominated by the 
Minister of Co-operation. We append a statement containing a sum­
mary of the suggestions in regard to the constitution of the Council at 
the end of the Chapter. 

. The functions of the Provin<:ial Council will be to forruulate plan;, 
and policies for the uevelopment of the movement in the province anu 
to initiate and approve of experiments on subjects relating to Co-, 
operation. It will meet twice a year or oftener, if necessary. In OUJt 

opinion tli.ere should be an executive committee consisting of the follow­
ing,_ 

(i) :Minister-in-Charge of Co-operation (Chairman), 

{ii) Registrar of Co-operative Societies, 
(iii) Registrar of Industrial Co-operative Societies a1l<l. Director 

of Small Industries. 
(iv) Finance Secretary, 

(v) O.ne of the five co'-opted members, and 
(vi) Two members to be elected by the Council from among it3 

members. 

The entire funds required by the Council should be provided by 
th~ provincial. government. It will need funds to meet it~ recurring 
eipGUditure and to make grants and subsidies to co-operative institu­
tions organized for special activities or undertaking special work such 
as Cf:!·Operative farming, cattle breecling, etc., at the instance of the 
Council These grants and subsidies will be in addition to those all­
ministered at present by the Registrar of Co-operative Societies. The 
grants· will be given on the recommendation of the executive committee. 
We recoinmend that for the first five years the provincial governmer.t 
should grant to the Council a sum of: Rs. 5 lakhs per annum for making 
these subsidies. In subsequent years, ihe financial requirements of the 
Council should be provided for in a budget which should be submitte1l 
for the sanction of Government. 

AU-India Council of Co-operation-Its constitution and function~.-
12. ·We are further of the opinion that there should be co-ordma­

tion of effort between officials and non-official agencies and also amon; 
the various development departments of the State on an all-India basis. 
With this obj~ct in view, we suggest the setting up . of an All-India 
Counail of Co-o}>eration. The Council will consist of two parts, a 
Governing Body which will have the management of all the affairs anJ 
funds of the Council, and au AdYisory Board, which will advise the 
Governing Body on all proposals s<>nt by 1t. 

The Governing Body should consist of the lion'ble Member-in-Cha"J" 
of Cucoperation whu will be ex-officio Chairman ; the Principal Ad· 
ministratiYe Officer of thP Council (a whole-time paid employee) whr. 
will be P-<-officio Vice-Chairman, a permanent Secretary, Ministpn;.jn. 
Charge of Co-operation in the provinceS and consr.tuent Indian states, 
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the Secretary of the Department of Agriculture of the Govermnent of 
India, another Secretary to the Government of India, Agricultural 
Marketing AdviEer to the Government of India, two representative-S 
of the Central Legislative Assembly, one representative of the Council 
of State, a representative each of the Imperial Council of Agricultural 
Research, the Reserve Bank of India, the All-India Co-operative Banks 
Association, All-India Co-operative Institutes Association, the Defence 
Services, two representatives elected by the Advisory Board, and sur.h 
~:>ther persons as the Governor-General-in-Council may from time to time 
appoint, and two full-time paid officers employed by the Council as 
experts in agricultural co-operation and industrial co-operatives. The 
Advisory Board should consist, in addition to the me!Ilbers of the 
Governing Body, of the provincial Registrars of Co-operative Societies, 
provincial Registrars of Industrial Co-operative Societies, two represen­
tatives of each Provineial Co-operative Council, one representative of 
the Inter-Uii.i.versity Doard, one representative of the Indian Eoono!Ilic 
.Association, one representative of the Indian Sdciety of .Agricultural 
Eeono!Ilics, and one representative of the Defence Services. 

The functions of the All-India Council of Co-operation would be 
generally to watch, guide and foster co-operative development in the 
country and to advise the different provinces and states on various 
matters relating to agricultural co-operation, industrial co-operation and 
~o-operative marketing, etc., and on the applicability of cO-operative 
methods for carrying out schemes of improved farming, cattle-breeding, 
etc., that may be suggested by the Imperial Council of Agricultural 
rUlllearch or by the Indian Central Cotton Com!Ilittee and• similar bodies. 
It will also work as a clearing house of information for the country on 
all matters relating to the Co-operative movement. 

The working cost of the Council will approximately be &. ·1.77 
lakhs per annum as shown at the end of the Chapter. It will also re­
quire funds for making grants to the provinces . for encouraging ex­
periments and development of new types of co-operative activities. We 
!'eeommend that a sum o.f Hs. 20 lakhs may 1be placed at its disposal 
by t.he Government of India for the first five years. and that the amounts 
to be placed at its disposal in subsequent years be determined in. the 
light of the experience gained from yAar to year. 

Co-operative Law-Recommendations.-

13. The organi2ntion and working of co-ope;ative RocieticR in manr 
provin~es is still being regulated by the Co-operative Societies Aet of 
1912. The provineial governments under the Reforms Act of 1919 were 
~mpow~red to pa.ss their own legislation with regard to Co-operatron, 
and some of the provinces, namely Bombay, Madras, Bengal and· Bihar, 
took advantage of this power and passed separate Acts. The experience 
()f the working of the Co-operative Societies .Aet of 1912 and the Acts 
passed by the provinces has, however, shown that they stand in need 
~f revision in ~ertain respects. In view of the important development~ 
lU the Co-operative movement which we are recommending, it is nece~­
sary that the defects in the laws should he removed so as to .facilitate 
the smooth working of the plans. We recommend that the provinces 
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in which the Co-operative Societies Act, 1912, is still in force shonl< 
'pass ·special acts keeping in view their past experience and the futul'l 
lleeds of the mo\"ement. The provinces winch have already special 
act~ should examine their provisions and bring them up to date. The 
provincial government~ should also examine other acts which have a 
bearing on the Co-operative movement and amt>nd them suitably. WheN!! 
such an act falls within the legislative jurisdiction of the Central Go\·crn­
meut, they should take necessary steps to amend it. In this Report, we 
refer only t6 a few important amendments, inclusive of those whi•~h 
arise out of the recommendations made by us. 

(i) The definition of the word ' Registrar ' in Section 2 of the 
Co-operative. Societies ..l.ct, 1912, should include the Registrar of Indus­
tri~ Co-operative Societies and Director ·of Small Industril'S. 

(ii) .Section 4 of the Act provides that, unless the local government 
by a general or special order otherwise directs, the liability of a primary 
credit society of which the majority of the members are agriculturists 
shall be unlimited. In view of the considerations set forth by us in 
Ct.apter III, we suggest that a society may adopt limited or unlimited 

· liability. .Again, a provision should also be made in the Act enabling 
societies to change their liability. This has been provided fot• in Madras 
{Section 5 of the .Madras Act) and Bengal (Section 43 of the Bengal 
Act). 

(Ui) The i9l2 . .Act does not provide any right of appeal against 
the decision of the Registrar refusing to register a society, We feel 
that a specifie provision for appeal against such refusal should be made 
in the Act as is the case with regard to an order cancelling the registra­
tion of a society. This has been done in Section 10 of the Madras Aet 
and 8ection 64 of the Bombay Act. 

(iv) The 1912 Ac: gives unlimitP.rl powers to the Registrar to reject 
aml'ndments to the by-laws of a registered society. We are of opinion 
that he should ordinarily register all amendments which are in con­
f<~rmity with the Act and Rules. In cases where he rejects an amend­
ment be should assign reasons therefor and an appeal to Government 
may lie within two months after the rejection which shall be i!ltim&ted 
by registered post. . . 

{ v) The extension of the activities of a primary soeiety visualized 
in Chapter III may necessit>1te the amalgamation of two or more neigh­
bouring societies into one. The 1912 Act maltes no provision for socii 
amalgamation of soeieties nor does it provi.Je Cor splitting a society 
into two or more societies. (Provision for b-plit exists in some cases 
onder the by-laws of a society but that is not a very satisfactory arrange­
m.mt). Societies have. therefore, to be first liquidated before a split 
or amalgamation can be made. This is obviously undo!Sirable and wo 
therefore propose that u spt!Cific provision be made for splitting a sa<•icty 
into two or more societies and also for amalgamating two or moro 
soeieties into one without having to liquidate them first. A simpl~r 
procedure than that pl't'Scribed by Section 13 of the Madras Act and 
Section 15 of the Bombay Act shonld be laid down as has been <lolUt 
iD Beugal. . 



IdS 

~Vil In certain soci~tles ol ~e limited liability type, members at:e 
:permitted to have votes m proportion to the shares held by them. This 
is not desirable as there is a danger of a few big men controlling the 
society. We suggest that Section 13 of the .Act should be amended s<i 
,as to provide that every member of a society (whatever its liability) 
shall have one vote irrespective of the shares held by him. In the case 
of societies which have an extensive area or large membership a re~ 
,presentative assembly may be constituted composed of delegates elected 
in separate constituencies of members set up on a regional basis or 
according to the number of members. 

(vii) Section :1.9 gives a lien to a co-operative society on certain 
properties of the borrower. We suggest that the lien should be con­
verted into a first charge and its wilful breach should be made a criminal 
offence. .Again, the lien m re5l1cc't of loans gra11ted fdr seed ot l:iumure, 
tJXtends Up to eighteen months. In our opinion thiS period m inadequate 
and we suggest that it should be extended to two yeats. 

(viii) Under Section 23 of the 191l2 Act the liability of a pal!t 
member for the debts of a registered soCiety illi they existed at the time 
when he ceased to be a member continues for a period of two years 
from the date of his ceasing to be a member. Under Section U of the 
Act the estate of a deceased member, however, is only liable for a period 
of one year from the time of his decease for the debts of a --registered 
society as they existed at the time of his decease. Experience shows 
that the period of one year is too short and it is therefore proposed 
that it should be extended to two years as has been done in 111adras 
(Section 25 of that Act). Similarly, it should be clearly laid down 
that from the date of cancellation of a society the liability of all members 
remains as it existed at the time of cancellation and cannot be extinguish­
~.d by lapse of time. A member who resigns from the society lf years 
before its liquidation should not be permitted to escape all liability 
six months later as he would have done had the soCiety not gone into 
liquidatio'n. All the members of the society ou the date of cancella-· 
tion will continue to be liable for its outside liabilities till they are dis­
charged. · Similarly, all persons who ceased to lbe members less than 
two years before tho date of cancellation will continue to be liable !or: 
the outside debts of the society. In actual practice the existing law 
is found defective and it is therefore1 necessary to make these changes 
in the interest of the societies.. (}>lease see Section 29 of· the. Bombay· 
Act}. . 

. . (ix) Urban banks in some. of tM provinces have developed satisfae­
toril.Y. We recommend that the law should be amended so as to allow' 
urban banks with a paid up iCapital and reserve of Rs. 50,000 and over­
and with ten years' htanding to invest up td 40 per cent. of their surplus; 
~nnds in such manner as their boards may unanimously determine. 

(x). At present if ·any dispute arises whether a person is or is not· 
a member of a registered soCiety the member concerned ·generally goes 
t~> a civil court and this lea<ls to lengthy and .expensive litigation. · It. 
iB,. therefore, necessary to provide for a proper membership ~:.ini 
a society and further that any dispute about a person being or not being 



a inei:nber 'of the soctcty snau be referred t4 the :Registrar !or decision 
and that his decision shall be final. We should also provide that no 
disjlute of this nature will be cognizable by a civil court. 

{xi) At present a liquidator cannot be appointed immediately after 
the order cancelling the registration of a society and this has to wait 
till an appeal, if any, is dismiSStJd. This takes time with the result 
that the old committee continues to mismanage the o.ffairs of the society. 
It is, therefore, necessary to provide for the appointment of a liquidator 
to manage the society's affairs. till the appeal against the cancellation 
order is rejeeted or accepted. This has been done m Sections 47 and 49 
of the Bombay Act. · 

(xii) At pre&ent the powers of a liquidator are not adequate. For 
·example, he has no pc.wer to compromise or make arrangements "With 
~reditors and debtors. Similarly it is doubtful if under the existing 
Act the liquidator has the power of issuing l!Ubsidiary order!! determin­
ing the contributions to be made by members from 'time to time. These 
powers should, therefore, be given to hint. In the provisions regarding 
liquidation in the 1912 Act there is no reference to deceased members 

. and their heirs. According to Section 24 of the Aet their estates are 
liable for the debts as they exist~d at the time 1>f their death. The 

. liquidator cannot therefore pass orders for contributions by them. .A 
liquidator should also be authorized to carry on the bueiness of the 
society while under liquidation as otherwise serious loss may be caused, 
e .g.1 a printing press or a transport society. 

(xili) In 'the Bombay and Madras Acts provision has been made 
for an appeal against the liquidator's orders. It is felt that if such 

. ·provision is made at every stage it will cause great delay in liquidation 
'proceedings. On the other hand absence of a provision for appeal may 
cause serious injustice. We, therefore, propose that no liquidator should 

. determine the contribution, debt or dues to be recovered from any 
P._erson, without giving him an opportmrity to be heard. 

(xiv) Civil courts rarely attach property before giving a decret:. 
This is still more so in cases where an award of a co-operative society 

.. is :filed in a court for execution. It often happens that a person ag!li~t 

.·:whom an award has been given, disposes· of his property with the ~esult 
,. that little or nothing is recovered. It is therefore necessary to provide 
- for attachment be£ore award. The attachment should be by order of 
. the Registrar. This has been done in Section 50 of the Madras Act and 
"Section 55 .of the Bombay A{lt. 

(ri) At 'present great dil'fienlty is felt in recovering money throngh 
civil courts to whom all awards and liquidator 'B orders are sent for 
execution. It is the general experie11ce that this results in great delay as well as in failure to make recoveries. Section 59 of the Bombay Act 
provides for dues of co.operative societies bejng recovered as arrears 
of land revenue. . In Madras tbe Registrar and his officers have been 

· :.given powers. of civil courts and have their own agency for recoverie£. 
: 'l:he system .in. Madras has we understand, been on the whole success­
£~· 1}n. Benga1, ,.dues. of. ~o-operativ~- ~eti~ are ,recove_:ed. as pub Eo 
demands 'by-certification under 'Section 130 of the Act and the third 



160 

I!Chedulll to. the Act. It is felt that in some provinces, e.g., the Punjab 
the position is very diJ'ficult on account of various provincial acts and 
therefore we recommend that as a general rule the Registrar and his 
officers should either be given · powers of civil courts or in· the alter­
native dues of co-operative societies should he recovered as arrear3 of 
land ~evenue. In the latter case the Collectors should be asked t~ 
depute special officers ior this work in order to expedite recoveries. · 

(xvi) Under the existing Act a provision exi~ts for appeals a:;ains• 
an award of au arbitrator but at times people do not appeal on account 
of their ignorance, etc. It is, therefore, necessary in the interest of 
justice to give the Registrar power to call for the record of any case 
pending before or disposed of by any arbitrator or· arbitrators and pa-<S 
sueh orders as he thinks fit .. · Full <Jpportunity to the parties mu~t, 
howev.er, be given hefvre any 'such order is passed. In cases where such 
actiou is being taken, the. Registrar may order the. court in which sueh 

· an award is pending for execution, to stay the execution proceedings 
. and may call for the .file of the case. 

· (xvii) At present civil courts have a tendency to claim jurisdic­
tion in regard to cases .of co-operative societies and it is often diflbult 
to fight these cases. It is, therefore, neces.•ary to clear the position and 
to lay down definitely that no civil court can entertain any case re­
garding the affairs o£ a co-operative society except on the question of 
jurisdiction. 

(xviii) The question whether the Indian Limitation Act appliflS 
to awards of arbitrators under the Co-operative Societies Act is not 
free from doubt. The question should be examined and the law on the 
point made clear. 

(xix) In almost all provinces legislation hili! been passed for relief 
of indebtedness, conciliation of debts, regulation and licensing of money­
lenders, redemption of mortgages, etc. The operation of such legi~la. 
tion has affected or is likely to affect adversely the financial position of 
co-operative societies and the Co-operative movement. We are of t.he 

'opinion that this should be prevented and a distinction drawn .betweP.n 
co-operative credit which has always been regulated and supervised by 
the State and the tran.~actions of money-lenders which have not beeo 
so regulated. Such a distinction is all the more necessary because the 
eo-operative agency is expected to play an ever-increasing part in supply· 
ing credit to the. agriculturist. We, therefore, strongly recommend t."!la$ 
the position should be examined by each province, and co-operative 
1ocieties should as far as pos~ible be exempted from the provisions of 
different provincial acts in order to enable them to play their lllgitimate 
part in the economic life of the country. 

(xx) Owin~ to the eonstitutional changes introduced in India in 
1935 and certain notifications of the Government of India. the valinit;y 
of certain exemptions hitherto enjoyed by eo-operative soCieties in rPS­
JII'et of "tamp duty and registr11tion fees, ha.'l becon;te hi!!hly donht.[ut 
The position should be examined in eueh province and steps takPn to 
ensure complete exemption to the societies from stamp duty (whP.thor 
leviable by the Central . or provincial government) and registration fee~~. 

. ' ' ' '' ' ' 'I 



161 

.l'rovincial governmenta. should refund to primary societies 75 per cen~ 
-of the money order charges paid by them in regard t~ remittauces··to 
their eo-operative financing institutions. This concession is necessary 
to keep down the expenses of the societies with a view to enabling them 
to advance loans at a rate not exceeding 6! per cent. 

(':ni) Section 60 of the Civil Procedure Code, as amended by Act 
·No. 5 of 1943, mentions property that is liable to attachment and sale 
in execution of a decree and also mentions certain property which is 
exempt from such attachment. Salary to the extent of the first 100 
rupees and one-half of the remainder is so exempt. There is a further · 
restriction as regards attachment of salary of servants of the Crown 

• or servants of a railway company or a local authority. This exemption 
·has adversely affected the work of many societies among salary-earners, 
particularly of societies in Government and other offices. Thrift and 
financing of members are the two primary objects of these societies. 
financing of members are the two primary objects of these societies. 
are una;ble to finance such members as have salaries of less than Rs. 100 
except against the security of their deposits. We S,."ree that some pro­
tection to the small salary-earners is required, but feel that it should' 
not be necessary to exempt such· salaries from attachment if the dues 
are of a co-operative society of such salary-earners. . ., 

There is, of course, no objection to a member authorizing his em. 
ployer to deduct a part of his salary even if it is below Its. 100 in order 
to pay the instahnent on his loan or in order to pay the bill of a con­
sumers' store of which he is a member and from which he has bought 
goods. Such authority by such a n1ember, however, cannot be enforeed 
in a court of law. The reason for this is that an attachment of salary 
below Its. 100 is not permitted, any agreement by a person to contract 
himself out of such exemption is not valid. being against the policy 
underlying such exemption. It, therefore, becomes extremely difficult 
for many collll1lmers' stores to sell goo'ds on credit to members drawmg 
less than Its. 100 p.m. as even if they furnish agreements as aforesaid 
there is nothiiJg to stop them from revoking such agreements later. 
These consumers' stores are largely meant for small people and under 
the existing position of the law as given in the Civil Proeedure Code 
and rulings of different High Courts, the work of these stores hiiEI be· 
eome extremely difficult. We are, therefore, of the opinion that salary. 
-earners' societies and consumers' stores should be exempted from the 
operation of this provision of law. We also suggest that the Act should 
be amended on the lines of the amendment made in Bombay whereby 
if a member executes an agreement in favour of the society authorizing 
his employer to make deductions from his salary towards payment of 
the debts or other demands owing to the society, the employer is bonitd 
to make such deductions till the loan is fully repaid or the demand of 
the society satisfied. (See Section 24-A of the Bombay Co-operative 
Societies Act, 1925, as amended by 'Act No. XXIX of 1942). 

(xxii) If some landowners who are likely to benefit by the scbem~t 
of minor irrigation works (recommended in para. 2 (viii) of Chart.cr 
ill) of a society refuse to join the latter, the Collector of the distri:i 
.L249:lWJ'Agrl. 
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(xxiii) The ma.~wum p~riOt1 for rediscounts under Section 17· Ea) 
(b) of the Reserve Bank of India Aet is nine months and that fol' ad. 
r~ees under Section 1? (4) (e) and Section 17 (4) (d) . of the Act 
f!l. ninety days. These periods are i~'eient to enable the Cop~r*" 
tive movement to take m11ch adviUltage of. the :finance available ir~m 
tl!.e Reserve Bank •. , We recommend that the Act should be amend!l!'J. .. II!' 
1111 to increase the maximum pe1iod under these three sub-seetio~ .t,o 
~elve months • 

. (:aiv) 'The word " crops " oeeurrillg in the three sub'-i!eetiOWl ~~ 
tilte ui:~c.r1·e Bauk of Iudia Act ref.!rred to above is not o:Ielined in"th., 
,Acit and is interpreted by the Reserve Bank in the light of its dicti~nacy 
.~eu11ing as " produce of cultivated plants especially cereals, entire ~ 
p£. animal tannctl." We recommend that the word "ero~" shoillcJ 
h define~ in tile Act or . the ~ope of the sections widened so as 1:9 :iii· 
~ude anunal product:! like nulk, cream, butter, ghee and wool, · and 
p,r.ocesscd crops like sugar, cotton which has been giuned and p~ 
gakl'OUDdnuts which have be~ decorticated, and vegetable oils' and ·•o~· 
'C e. 

(xxv) Section 17 (2) (a) of. the IW>!erve Bank at India A11t ~-~d 
he: amended so as to emplffi'er the Bank to give fin!lncial acco~o4tilill 
to. P!Ovineial eo-operative ban.lts for a period up to twelve mont,h!l,.;~r 
lllllk1ng Ioaus and 11dvance~~ to industrial co-o.Peratives. . 

STA'.VEMENT I. 

Constitnlion pf t-h9 Pt-ov~nc;el Co-operative Connell. 
:Mialator.in--Chorgo of Co-ilfl"r&tlon-<!X..,fticio Chairman 
.?.' ..... ·~opl'030nta~,._ of tbe ~Inti~ A......,bly · · • • , • , • •. 
·.QIIJ>),wprwontatim ofthe Legilllati:ve Cotmcil • • .. .. • • 
~~~-s~rar of' {~·op-.r~_~i\·~ so~iotie.......-a~·o!icio so~rotDfY !Wfsted by a full ~imo, 

"!'t~tant Socretary. • • • • · • • .. • . • • • • 
Rci!!lltrar of {n~ Co-o~tlvoSoclotios lllld Dhoctol. or .amall bduslfles. • •.. 

.J'o111 !>f tho foUowu1g :- · 
l>lreqtor of Agri<lllturO 
Director or Anim•:r Huaba'lc!r;r 
ChioUlarketiug Olllcer • • · ' 

· Direc>tor or Planning or Dileotor of Rural 
Bdooll:lttuc: ion. 
l>lrector of Pub~ Ioatrul)tl~ 
EleotriOity Olli""r · • ' ' 
·DI~arofPubljo H011lth . 
. Chipf Enginter (Civil) 
Cbiof Engineer (Irr!JmUonJ 
A RoprNOntative ol tlt~ Born-

·, !Army, Na..-y and Air F.....,). ' J 
~ty Registtnrs or Aeojotant Registrars • , , 

' Ch&lrci.,.• of tho Provincial Co-operative Institute ' 
,, ., ,. •• ,., Bank ... • .. 
., ,. ,. ., Land Marta~ llaDk • • • • • • 
, •• ,. ., . M'arlreting SOC)iety· · • • • .. • • 

• - .. " .. .. !nd!IOtri~l Fedoratjon ~ l'lplllllt!OIIIII ~111- , . • • 
.. ,, ., , Conaumel'S ' Society • • • ~ .. 
» ,, •• , lJl8DJ'alloe Sooiet1 •• 

i 
1 
1 .. 
I 
'J 
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~nt&tivea of primary societies • • • • • • _;. • • ll 
~ Economist, prnfer&bly a Profeeso~ of Agrioultnral Eoonomloe of a 1lllivualty 1 
r.~ona ~th apecio.l quo.lifioal>ion to lle numinated by the .Miniotor-in-Cbargo of eo. 

~ Ope.rAtlOD · • • · • • · • ,. · • • • • • • • • · • • 5 

~timate of Cos_t of the Pro~cial Co-operative Council. 

L, A••ll- SwrelartJ 
!!ont-hlv ••hry .. R•. 1,000 
Coot=Rs. 1,000 X 12 •• 

t. 'I.'Mee Oifiuro, . 
:Monthly l!ftlory .. Rs. 500 

.. 12,000 

1;06~= l~. 600 X 3 X l:a .. 
8- Senior A••utanta-6 

18,000 

Monthly eolary • • Rs. 200 
Coot=Rs. 200x6xl2 .. 

<l. J.miOf' Assistara-6. 
.. . . .. . 14,400 

' Monthly. salary • • Ra,.,lOO 
C;.;t~~. !~:.:xtSxl2 .. 

G. Office Establishment. 
,- Superintendent;-;-1 , . 

Monthly salary • • Rs. 250 
Co•~=&•. 250X 12 Rs. 3,000 ,. 
Total oost of E:st~blishmeAt • • . •• ~ • ~ t 

e. Meetings : No. of meetings per y~ 
No. of non-ollicij>). members to whom travelling o.nd daUy allowance 

has to be paid. • • . • • • .. • • • • 
Fir~t el1\!i~ trn.Telling nllownnee per mem'hf"r plnR dnily allowance of 

Rs. 15 per day for 2 days (probable duration of & meeting) Rs. 100+· . 
Rs. ao. 

36 

Rs.l30 
Coot =Rs.l30x36x<l .. .. ~. . . ' .. Re.J8,72G 

TOTAL .. R..73,3!Q 

STATEMENT II 
Colllltitution of the All-India Council of; Co-operation 

Constitution of the Govenrlng Bocly.-
Jrtemh .. ,.;n.n.•re:• of f'"'·"l""""tl<>n-e:t-offiol~ Chnlnnan · 
Princip&l AdmWatratlve om.,..,._.,x-offioio Vice-Chairma11 
'Two Representatives of tho Central Legi•lative Asscmbly 
()ne R•p,...•ntnti~~ oftbe Council of State • • .. 
I'otmanent b'l!oretary .. • • , • 
'Miuillt<>rs-in-Cbargo of Co-oper&tiou I 

(a) Provinces ~. • • •• 
(bl Constituent Indinn States .. .. .. 

~ry of Department of Agricultnre • • • • • • ' ' 
Another Seorntary to the Government ortndl& . .. .. 
Reprnsentative of tho Imperial Couno!l of Agrieultural Roeeorob. 
Agrioultural Marketing Adviaet to tho Government of India •• 
Representative of the Rseervo Ilank of In din • • • • 
!Wpresentative of the All-India Co-operative Institutes' Assoclatinn 
Repreaen~tive of the AU-India Co-operative Jlanka' -'-tion 
Representative of the Defenoe Servlceo (Army, l\CLvy and Air·P'ONO) 
BeF-ntatives elected by the AdviiOI)' Boald •. , • 
taelmaa.CIIlfr. Of6.oera • of the Coullcll • • • • • • 

.. 

.. 
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,Advisory Boar d. 
. ~ 

' J{embors of tho Governing Body .. ;, 
J'rovill cia! Kegistr&~ !'f Co-op~mtivo So,olotiea 
J'tovinoial Registrars of Industrial Co-operatives •• 
'J'wo Rcprese~~tatives of each Provinoisl Co-operative Council 
Dno Representative ofihe Intar-University Board • • • • 
Doe Representative of the Indian Economic Association •. 
l)ne Representative of tho Indian Society ·of Agricultural Economics 
(IDe Ropresontative of the Defence i:lervices •• 

.c-1: 
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Ehtimate of the Cost of the All-India. Council of Co-opera.tion. 

J, Chief Aaminislralive Oflker. 
Monthly salary : Bs. 3,000 

Rs. 
Cost=Bs. 3,000 X 12 .. 36,000 

J, Surdary. 
Monthly sal·ry: Rs. 1,500 . 
Cost=Bs. 1,500X 12 .. 18,000 s. Permanent OJ!kers-2. 
Monthly salary : Bs. 2,000 
Cost= Bs. 2,000 X 2 X 12 · ... ... .. 48,000 

'- Junior oflkerll-4. 
Monthly salary : Bs. 800 .. .. 
Coet ... Bs. soox 4x 12 .. .. 38,400 

f, OJ!i~ E•labli8hmenl. 
(e~) Bupm~l. 

Monthly salary : Bs. 600 
Cost=Rs. 500 X 12 Rs. 6,000. 

(b) Asli8tam Bupmmen<lem-1. 
Monthly salary : Rs. 250 
Cost= Rs. 250 X 12 Rs. 3,000 
Total oost of Establiahment .. .. 0,000 

f, Muting•. 
(a) Gouerning Body. 

No. of meetings per yea.r 3 
No. of non,otlicial members to whom tra.vell. 

ing and d&ily allowance ha8 to be paid ? 
First olaas travelling allowance par member J!wJ daily allowance of Rs. 15 par day for · 

days (probable duration of a mooting) Ra. 300+ 
Ra.so . . 
Ra. 330 

Cost=Ra. 330X 7x 3 .. .. 6,980 
(b) Aa1118oru Board. 
No. of meetings per yeor 2 
No. of non .. ofti.ci.ul memben to who111 traven. 

ing and daily allowance baa to be paid • • 32 
.Jirat ola.ss tra.,·elling allowance por member 

plus daily ollowanco of Ra. 16 por day for 
;J days (probsbla duration of a meeting) Ra. 300+ 

Ra.30 

Ra.330 
'• 

C'oJt >1!.1. 330 x 32 x 2 .. • " Rs,!J,I~ 

Tor.u. .. 1,77,46G 



CHAPTER XVI. 
EDUCATION, 'l'RAINING .AND RESEAROlt 

lntroductory-
Th& inadequate and uneven progress made by the Co-operntive 

movement in India is largely due, among other things, to tho lnck of 
general education among those whom it seeks to serve. The movement 
in. India was started mainly for improving the condition of the agricul· 
turists, who it is truo, needed the beneficent assistance of Co.operatioll 
most, but . who, it is also unfortunately true, were not prepared owini 
to ·lack of education, to imbibe !ll.nd act according to the principles of 
.Co-operation. It is the function of the State, everywhere, to ellliUrl!l 
that all in a community attain a minimum standard of knowledge and 
education. Ewn aiter ensuring tl!is, it is ne~essary, if the Co-operati'rd 
movement is to develop on a sound basis and to expand in diverse direc• 
tiona, that tlJost> who comprise its vast ·membership are made ct>nYcrsanf 
with tho principles and practice of Co-operation. It is only then that 
they and tlteir repr~sentatives will be able to conduct its affairs on well• 
ordereJ lines. It is necessary, therefore, that we should, in our r.Ja~a 
for Oo-operative development, give -a very important place to dispelling 
ignorance amongst. rural population by imparting lrnowlege and supply• 
ing general information and to Co-operative education, training and 
research. Instructions in principles and practice of Co-operation should 
form an integral part of the peace-time educational syllabus of each o( 
the Defence Sel":~'i~es. ' : 

2. No organized attempt seems to have been made in many partt 
of India to impart Co-operative education. Arrangements have, how• 
ever, been made for Co-operative training and research but they arei 
not uniform in different provinces. A brief (account of these arra.np 
mcnts in some of the provinces is given :-

mangements for ~ and research in different provinces.­

Madras.--
3. M.adras.-There are four co-operative training institutes in the 

province, besides the Central Co-operative Institute at Madras. The FoUl' 
uiofussil institutes train men for employment in co-operative institutiolllf. 
The course is for 9 months and the subjects taught are CO-operation, 
Banking, Book keeping and Auditing. The minimtim qualification pres• 
cribed for admission is the Secondary School . Leaving Certifica~. 
'l'he teaching stafi' in each institute consists of one superintendent and two 
lectnrers whose cost is borne by the Government. At the end of the course, 
an examination is conducted by the Provincial Co-operative Union, whicll 
co-ordinates the work of the institutes. A fee of Rs. 40 is charged fot 
each student for the entire course. Fr.om April 1, 1945, each i.'lStitute 
gets an annual subsidy of R&. 2,750 from the Madras Provincial Coo 
operative Rank and the affiliated central banks. The stafr of the foUl' 
institutes tours in the districts for three months in a y~ arte:r ~ 
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~r .llfne months course ill the institute is over, conductillg trainiq 
eJ8681!s for members and panchayatdars in two centres in- each distrJC-fl­
'lrithin the jul'isdiction of ~he ;in.sftute. · :F:or this purpose, Government 
llaw provide\~ a ~;um . o.f .ns. 15,800. 

. . The Central 'co-operative institute at :riraaras iS pririuiiily intende<l 
to train junior inspectors recruited by the l\Iadl18& Public' Seriieif''COm• 
'lltission •. The ·llOUrse :lasts .for ·nine ·montba. ffihe subjects ,taug}!t are 
'to-ciperatiou,· Uural .Ecouomics, ·Banking, Boolc:keeping. il.nd !Aulf.ting. 
the: teitclliug ·staff eonsiSts "of one· ·Prmcipal ahd tWo ·lecturers. Non, 
oScii!.IS are also admitted to the institute. A .fee 'of Rs. 40 for candiaatkii 

' f:Giii..:the .lfath•ns Prov:iiice is cna'rged !OJ: the entire colirse .. 'rhe iniriiiiitiDI\ 
\ualilication for. admission is a B..A. ·Degree. , Students are trained: '!Or 
empJoynrent ··iD the highel" 7ank:s of .the. nonLofficial •eo;'Qperi!Ul'C "~ 
~o. 
' :. 4.J!omba:r.--.-A trafuWg centre m Cn!)rge 'of an Assistant R~gilitrlir 
;,...iOJ!ened,at ·POena ,in .September, J.S~, to train. the.officers of the.~ 
oJI6rative' DePartment, the :Personnel for the develapment of the mowiiiiMlt 
under 'the 'Post-war iecoilstruction lichemes ·iliid the stafi' for Jthe ·iloruud 
~~ ~ot the '~epafunent. . 
• '. - • - '- • • ! ' ' ·~,. • 

. T1'he .:main iunotion -of ·th11 Bombay· P.rovincial . Co-operative hstituta 
fl! oto dmpart • CO•operative training. It has opened three ;training 1!Choob 
(It' :1\hin'edabad, Poona aM Dhirwar from the 'Ist July, 1944, lfor trafirlng 
the 8ecretsries of rural societies, managers of sale societies and bf regul3-
t¢ markets, officers of urban societies snd of other important co-opm• 
tive :jns1itutions. The Institute holds refl·esher classes for supervisors. 
biwk inspectors ·and assistant district co-operative officers, ·and impilrt8 
oo-operstive training in the dibtricts through the education committe1l8 
of the district boards of supen.i!rlng unions. In areas not se.r:ved by 
11nch boards, it appoints its own education committees. In a few districts 
it mlrintnillll educa.tional superviso;rs to train the secretlariies aDd com· 
mittee members of rural societies. ' 

. . ·At the instance of the :Bombay Co-operative Banks' Association, 
whieh give a contribution of Rs. 500 for the purpose, the Institute baa 
appointed a Research Committee whose first task has been to conduct 
8Il enquiry into the effect of the war on the indebtedness of the members 
of . co-operative societies and on their general economic condition. 'l'h& 
Government have sanct'ipned a ~eciill gra:nt of R.ll. l,OQO to the Institute 
on ·the condition that the additional sum of Rs. 1,500 required for the 
engniry is raised from other sources. Thr.ee investigators have been 
ll.PPointed for this researeh work. · 
· 5. Bengal.-The Government maintain a '!:raining Institute, sta:ffell 
~y, an -Officer-ili-Chsrge and 6 inspectors for training the departmental 
offlaers up to the rank of inspectors, . the candidates for the posts 'of 
pl!jpectors, auditors and assis'tant auditors, supervisors of central baJlk& 
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f.Qa •. f.Pe. paid. managers and J;ecrctaries of cen.tral banks and aoeictillll. 
T.hO bout~ :is tor 7 months except for the ma1\aga'S, lid!retarks and Fltpet-i 
visors for whom the rerio'd ·of traini.rig is only ~ mm'ltb.s. The UO\:'elnl• 
fuent· al~>o maintain 5 peupatetie Instructional Units for the training of 
the- members .of rw·al societie3 aud for holding refresher cour~JC~; for 'th~ 
already trained in the Institute. 

. . t: UnitEd Provinces.-1\fembers of the g:tzcttcd l:~ilff of t!le DepAitJ. 
lhcn:i" get the necessary training in the theory and practice of Co•operatiOD. 
tr".,iii the Senior Assistant Registrars.· The training of the subordidlttO 
JW!. "of .biilpectors and auditors is arranged for by the· Registrar at th& 
~(l,(iperative Training Institute at Partabgarh. The ·period of trainlltlf· 
last$ tor !Oi 'months. Theoretical elw;se8 for about 5 months are held"at. 
llte tnstl.tute by two iiiSPectors of the Depnrlmi!nt -provided by 'tit& 
~v&-nmeht ,. fur the reriitliniilg period, the eail.dfifates reeeive practi&d 
~g under mspeciors llhd auditOrs. The trainmg period ili folloW 
by ·an examiilation. 

· ' 'l'be 'l!Siial class at the Institute is · tllat · of wpervisors who are­
~1ftt!l!lyeea :of 'the Provili.eial Co-operative Union ; the period of tu1inillJ 
for them is 9 months, nearly half llf whicl1 consists of practical trsioing 
:With ·senior supervisors. Training ill agriculture is also given to tho 
eandiaatcs. Refresher classes are . also heid from time to time for tho 
be11cli.t ·of superviso1·s, iu the circle of each assistant registrar. 

· There 1\'ere no regular· classes for training employees like managers 
lmd· ·aeeountants of c<Hlpe1·ative institutions. Classes were held wheb~ 
~ 1nmfiicie'nt number ·of candidates are forthcoming. Very few cla.'!lleS­
wei'lritcld in the 1JI!St jiB the banks fdund it difficult w spare the sta!I >for 
uaiirlng. 

Again, with the Government of India's grant of Ra. 1,00,950 for 
the trai11iug of members of societies made dnrilng 1936-37, 1,773 classes 
for panches and secretaries were held during the period 1936-41. The 
Government of India's grant ceased in 1941 : since then a few classea 
have been held with the aid of contributions from societies. A scheme 
for starting these classes again has ;t)een drawn up by the Provinc:laf 
co;operative Union and is under the consideration of the Government. 
:According to this scheme, the central banks and primary societies will 
make, out of the profits, contr)ibutions anllUfllly at the rate of six pie8 
per rupee. The amount so realized Vlji.l.l be adm:inisterEid by the Unio1L 
'l'o begin with, it is proposed to raise Rs. 13,000. The Government hBVe 
been re<}uested to contribute an equal amount and appoint three edu~ 
tional inspectors. 

With regard to reseal1!h, the United Provinces proposes to establish 
a Co-operative Research Bur<;~u with the object of encouraging research 
students to :m.alte special studies of Co-operat.'iPDJ· ~ and 0(11. 

ordinating research on co-operative subjects by university students and 
encouraging the departmental staff to prepare brochures on subjects 
colllleCted with the practical working of Co-operation. To meet tha' 
:recurring expenditure of the scheme, it is proposeld to :r,Use about Bilo 
2 lakhs from the various co-operative ~tie& in the province ; and abeu( 
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Bs, 1,00,000 has been collected alreaily. For the time being, this lund 
is being managed by the Provincial Co-opera,tive Union. 

. . 7. Punjab.-Ther~ is a separate staff for. co-operative'education· arid 
training, which· delivers lectures in schools and colleges on co-operative 
mbjects and conducts refresher courses. Tke present staff consists of t:wd 
educational assistant registrars, 10 educational inspectors and 10 educa­
tional assistants. Training classes are held for inspectors, supervisors, 
sub-illSpectors, auditors, secretaries and office-holders of primary societies, 
lrt!llr ol' cent.ral banks and unions, managers and munims of .commissio~ 
11hops, liquidators, and inspector and sub-inspector candidates. Sep111·ato 
classes are also held for secretaries and members of industrial co-opera· 
th·e societies. Special cl~scs in domestic science and home industries 
for women are also periodically conducted. Refresher courses of about 
10 days' duration are held once a year. It is proposed to start a11 Insti­
tute at !Jyallpur where training in Co-opelf!tion will be given in l'.on~ 
jwtctio11 with the Agricultural College. · · 
• · . Very little research work is done by the Co-operative Department, 
'but the Board of Economic Enquiry in the province maintains an expert 
staff for conducting research in Agricultural Economies. . . 
, ·e Bihar.-The only organization for co-operative training is the 
Government CO'-operative Training Institute which trains the staff of co­
operative societies. The Institute also trains non-officials serving on the 
f!XP.eutive committees of societies. During recent times, the Institute has 
at~o nndertaken the training of the exeeutive and staff of the Clllle growers' 
lloc!eties, but with ·the operation of the Rehabilitation Scheme, grl'ater 
11 ttention is being paid to the training of the staff of the reconstructed 
societies. 'l'he persons under tnaining are grouped into various divisions 
for whom fliffe>rcnt courses of study are prescribed. This course u~ually 
lust.~ for 3 months. Sltort refresher courses are provided for. old 
~ploye~s. 

The Government ],a,·e rec~ntly sactioned a sum of Rs. 5,000 a year 
for a pt.>riotl of 5 yenrs to the Bihar Co-operative Federation for con­
ducting research in Co-operation. 

9. Central Provinces and Berar.-· The educational staff of the Co-
9iJcrative Department consists of one educational inspector and three 
~istant educational inspectors. They conduct classes for training the 
d~pnrtmt>ntal stsfl' lllld the staff of stores lllld multi-purpose societies. 
-ThC'y also organize and conduct classes for literate as well as illiterate 
membPre and the office-bearers of primary so'cieties and hold refresher 
.cour~cs for the departmental field staff, Besides, there are 5 divisional 
institutes which_ do the work of education and propaganda through their 
$\eld staff. · · 

10. The brief survey given above shows that the present ·lll·range­
ments for co-operative · training are not uniform in the different pro­
!~ces, and that so. fa.r ~ resea.rcli in Co-op.eration is concerned, onlY' 
8 few pl'O\'iil.ccs have made 8 small beginning. . . . 



iteoommendationa-Co-operative Educa.tion.-
• 
: 11. General education is a function of the State. The Co.operative 
movement can, however. make a contribution in spreading general know· 
ledge by arranging in villages a regular series of talks on subjects o~ 
general or topiaal interest ;delivered by a few paid workers e.ssiz.ted b:V. 
a much larger nlllllber of non-official social worke:I'II. These talks mar. 
be arranged by the provincial eo-operative institutes or unions. To lllllkO 
'the talks attractive, they may be interspersed with ' Katbas ', draxnatie 
performances or Jnusical interludes or displays of lantern slides or films 
o_f ·instructional or general interest. 

We cannot, however, be content with the mere· diffusion of genernl 
know lc<lge. It is necessary fo1• the continued success of the movemen~ 
to infuse the ideals of Co-operation into the minds of young boys oud 
girls and to Jay before them the outliv.es of the work done by the Co­
operative moTement. l!'or this pu1·pose, lessons on Co-operation sh:~uld, 
be inc~ude<l :in the series of R.€adeJ.'S in the regional languages as hna 
!Jlready been done in Madras and the Punjab, where the text-hool<S foJ.'I 
prilha1·y and secondary 'schools provide· simple lessons on Co-operatioU:. 
These lessons will be quickly learnt and long remembered if thev &I'll 
supplemented by a working knowledge of tl1e principles of Co-operation: 
by organizing small co-operative stores and canteens in every schooL 
We unders1and that ~neh stores have a'ready been organized in a fe'l'l 
schools in ::vtadraR. Bombay and the Punjab. In order that the benefits 
of co-operatiYe training in the earlier stages may not be lost, ~t is de!>ir• 
able that similar stores an.d canteens should be .attaehed to colleges and 
universities also.. . · 

What, ltowever, is most important is that the principle of " Eacli 
for all, and all for each " should be taught from the earliest stages oil 
a child's education. We attach grrat importance, therefore, to cons• 
tant opportunities being given to students to work together in groups. 
We recomniend that every school should have a garden and a small fnr11l 
which should be run by students. They obviously provide opportunities 
of working in groups, but ev.en training in handicrafts can be so organiz. 
ed as not only to impart " education by doing ", hut !also to teaeh 
teamwork by allotti~ dill'erent tasks to different individuals so thati 
the labour of each when assembled may produce a single article. Wa 
should like to take this opportunity of emphasizing the importance. of 
games and sports in developing the spirit of teaxnwork Jlllld to stress 
tbe necessity of encouraging them on. a very large scale. 

· We nlso recommend that Co-operation should be recogni.zed as & 
I!CJ>al'ate subject of study at Indian universities. At one time the :Madras 
Univer~>it.y was alone in providing for speci)il classes in Co-operation. 
Since 1941, the Na.gpur University has also instituted a d;wloma coursa 
in Co-operation. In other Indian universities Co-operation is not a 
seraratt> subj•ct <lf study for tl1e B.A. Degree but form& a ,part of th~ 
svllabt1s iu Economics aud Commerce, although in some of the universi• 
ties a special paper ot• papers on· Co-oparation are set for the eumillai: 
tion for ihe degree of 1\lestet> of,.Arts., We recommend that in allln~i.aa 



v~iversities Co-operation sl1ould be given a .definite place,by .being-~ 
gnizeu as onu of the optional 'L'Ubjectl! of &LUdy t()r tile d'egil!e 'ot Uaiih'Eillii­
~d !rlaslt?r,of A.rts. Commerce and .Agxicu:turc. -We.fu1tller.reeommend 
that inStru~tiim~ in'"ihe principleS aud practice of. 'Co;operation -~lionlcl 
£0im ~n .ii~t1gral :~1t 'of tue peaee-tuue edU(ational 'syi:in\.ts of .ciieh :0~ 
tb!l :UeteJJce :Sernccs. · 

Co-Operative 'trii.inmg . ..o:. 

12. Co.operative training is required for: the fol'owing ty1ie8 ··o~ 
\VO:fhers :-

(1) :l!emhe>rs of managing cofuiil.i~iees '<i1: rnral· ~petitivi-
. socie~, 

(2) Sl!eretar.il'S of t'llral • eo-operative societies, 
<'3') •Stafi' o'f co'oporatiVe -itmtimtibns, 
•{ 4) Stilrf of Cb-o'{)erlth-e Depiu'tmentlf, 'hnd 
(5) fi~s-68!t~h workers. 

. . there are organizntions in ·an •:provineeS; -~-u .• iDsil~ntes;· uni<lnB o-r 
federations 1mparting -this ·training in -various -degt;ees. ·/ The ,tJ:aiuitt§· •ot 
~na :belonging to classes.([) 11nd {·2) and 'SOme 0( (3) an<l (4) abu_ve 
mil1··00iltinue .to. ibe .. hnt¥trt0i\d by these organizations . whe):ey&r· -thet. 
&>ist. 
' I :As'l'egf1Ydl; \hl!' tfilitiing \)f m'elftb~rs 'of ~ 'ji(>in:fuittees Of _tura\ 
II&H:i.ties, elasses of a 'short ~uration; not exceeding a fortnight, 1lh'O'Iil.d 
be· ·1i~1d at the taluka beadquarters or eon'Venient llentres. The m.embera 
tdlb'Uid not be reqUired to inidergo a test by eitllm,mation. 

The secretaries of prim,ary societies 11bonld be trained for a periOll 
or m·\vcdu;'at distriet headquartm or convenient centres. They shoulil 
b~ paid 11 stipend to meet their additional eXpenses durin!\' the period of 
trniniltg. An examination shoillid be held at· the end of the period and 
a ·{!ertificate given to suceeesful eandidates. It will be advisable to hold 
refr~sher eourses from time to time for the successful secretaries in order 
to 'keep up to date their knowledge of w-o;perative :Wil<\tiee a,J.t,(l 
prin'lliples .. 

· An estimate of the cost for the tr.rlning of tbe members of managing 
conimittees ilhd secretaries of rural co-operative societies has been given 
'lit the end of this Chapter. 

'ProVincial ·oo.operativ& College.-
] 3. We consider that the training o£ the next two groups of workers 

is so important that separate colleg~ should be S6t up in each province 
for them, 'faciliiji,es being proVided where neceesary for imparting train­
ing ·in all p'lineipal langUages of the province. We are of the opinion 
that it is undesirable to haYe training colleges exelllliively for the emplo­
yees of the Co-operative Department ahd suggest tbat li.oth official and 
!iol'l·3ffieial ·cocoperators sltould be trained togetllen This is the case in 
Mndras. where the subordinate st.afl' of co-operative institutions is trained 
i_n ·the four ·tn.OfusSil -eo-operat~ve institutes and where the department,al 
W~Jf•'liiid the 'lu'ghe~ non.:offimal stare· o1 co-operative institutions lik~ 



tqp.n~:z' ~ .. ~taries. are trained by the Central Co-operative Instl• 
bite ~wh1cb 1s under the· arlministrati¥e control of the· R~ '•·we;~ 
feeoJIIniehd that 'Rltch II 'cl!ntral il!Htitution •should ·be constituted inta ·a 
College with a sepm:ate governin~ body composed uf one representsti;:u 
eaeh of the Provmc·al Go·operauve Bank and the Provincial c,_opcra­
tive Jmiitute, the Registra1• of Co-operath·e Soeieties two Professor" to 
bll nominated by the University, and two other non~fficials to be "'lOini~ 
1111tea yl1y ·Government. 

• " ~ .TbPse. Provincial ·co~opera'tivt.J . 'College.~ i;~ould bave a well-qual(ftell 
an~ a~~qu~~e ~ff, the. Principal beill~ ·~f .the rank of a gazetteil offir.er. 
the ,prm.C1pa1shlp should not be necessrily reserved for an officer "o'f! 
the. Go-operative Department as a ·successful 'co,operative officer tnay ibe 
11, ~cl adhjil)i·trator but not .a goOd educationist. B~ides the Princ!plll, 
there' Should be ·at least 3 Prpfessors of .the same rank as those in· Govcrn­
~t ·colleges. No . couJ.'ile :Of trai'iljng shoUld ile .col1S\dei'ed co!rlp1et.l 
W,il.hou\ 4 pe'riod, "ofJ1tielist 'Six weeks, 0o.f':lieldwork. For' the einpl­
of'-the :'CO;-operative Depa.rtment, 'such further 'departmental trainiug' '-liS 
D:llij .. fle 'ooD.Sidered -'neceSSlll'Y ~ay ·be -atriwged :for 'b:y the Depattm~t. 
_ l·'For .. the JSuceess -of .the .Co-operative College it is neci\SSilry -'that. 

Government -should ·accord definjte reeoguition to the examination _·cOD· 
dncted~by it. To 'thls end, the affili:a,tion of the College to the Univet·aity 
ik 'desirable. · No new· stjllfi' recruited 'to 'the Co-operat\ve Department -or 
t!O~pe1·ative organizations 4!hould be confirmed unless . the recruits }ujve 
pas!ied the •necessary exnminatiou and. , obt.ained a certificate from. the 
~Uege. · The cost of the College should be met by the provincial. 
goVernment. 

~'buiJ of the va.rlous c!aBses.-

: 14. The syllabus of tl•e vjarious couraes of trafuing shonld be •eal'e­
fidly drawn up. The tnemhers of the managing committee of the primary 
society should be taught the principles of Co-operation and their, appli­
ca#on to the vm ious aspects of the economic life of the people in the 
rural areas. .The by-law5 of the society with special reference to ·those 
dealing with the duties of the committee should also •he expllained to 
!!h~- 'llhe syllabus of llhe seC!retarijes' classes should ;consisit of the 
Principles and ·Practice of ·Co-operation, by-laws, rules and provisions 
of the Co-oper,ative Societies Act, and in particular, Book-keeping and 
APconntancy. The courses of studies for the departmental stall' should 
include R~ Economics, Principles and P1-Mtiee of Co-operation in 
India ·and abroad, Co-operative Law, and certain relevant ·provisions 
in the Civil and Criminal law, Accountancy, Auditing, Co-opeirative 
Finance .and Banking, :l\fodern Eeonomie Develdpment and Busi.n.e89 
Organizntion. We suggest that gTeater attention should be pail! to the 
training of the co-operative staff in banking than bas been given hl_tb,er­
to. Wherever possible, arrangements should be made for the tr111n;ng 
of the higher staff of the Co-operative Department 8Jld the co-operative: 
banks with a commercial qRnk for about 3 months. The syllabus for. 
the tlnsses of the staff of the co-operative institutions should include, 
besides Rural Economics, Principles and Practice of Co-operation and 
Co-operative Law, special training in the particular activity in whieh 



the institutions are engaged. Fqr · j,nstance, · Jn training the &tal!; of. 
wketing societies, special attention should be devoted to Commel'!lial 
Geography and M~rketing. 

Besearch.-
15. The adoption of the theory of Co-operation in transacting bu.si· 

ness ill comparatively speaking of modern growth. . The leaders of tlte 
Co-operative movement like Rai.ffeisen, Schulze, Luzzatti or the Roch­
dale Pioneers are not so far removed from us in time, and may be claim;.­
lld to be contemporary figures. The movement is of so recent an origin, 
that its principles and practice are still in a state of flux, and it seelllll. 
nec~ssary for its accelerated growth that organi~tions should ,be set uP,: 
to study them systematically, . initiate experiments as regards thd_ 
suitability of their application to various spheres of activity of a COlU·' 

mumty and to demonstrate the resuits of study and experiment. Oo· 
oper.ative methods are. at preRent m use in almost every country; bu~. 
the ~rarb that they wear in a country is fashioned by the ei;rcumstances 
existing. in it. Two of the basic principles of Co-operation are voluntary 
inembership a'Did democratic organization, but Queensland has set up com· 
pulsory pools by legislntiop. 1 and South .Africa h.as followed its example 
rece.ntly, and India has been exhibiting a trend of opinion in favour of 
l~gislative enforcement of certain beneficial measures which receive tlHJ 
I!U]lport of a large majority of the members of a community. Again, 
'd~mocratic organ~ation of co-operative societies has been universally 
acePpted, but in Jndin demoeratic control is subject to the authoritarian 
guid>lllce of the State. These variations from the principles, which ar~ 
conddered to be fundamen.tal are, howe;er, so much evidence not of tlul 
inherent inapplicability of co-operative methods to certain countries and 
communities as of the fact that Co-operation will ;j)e doomed to failure 
if it is foneed on a eountry without adapting it to conform to the special! 
circunistances prevailing in that country. The theory of Co-operation 
is very general, :aDid gives no more than an outline of how busin!!Es should 
be conducted in order to achieve the full benefit of modern economic. 
organization for the common man. When it proceeds to prescribe rules 
for the conduct of business in a particular connnunity; it must base it~ 
self on certain assumptions as to the special conditions .of that community; 
and its success will !depend entirely upon the validity of these assumpt. 
tions. No confidence can be p~ed in the validity of the assumptioliS 
uniP.56 they have a solid background of information collected and assem. 
bled on a comprehensive scale and classified and defined in a uniform 
manner. This is a task which is best_perfor.med by the research worker ; 
and there is .11 dearth of such workers in our country. In India, we have 
borrowed co-operative ideas and methods from other countries, but there 
hBs been Jacking a comprehensive study of their applicability to the 
~'acts l!f Ill<liBn; lifei, aln;d of how (they are to be fashioned !l:o m.eet its 
needs.· Credit societies have tr811Jsformed the condition o:ll German 
peMalit.ry ; producers' societies have beeu a gnlat succeas ill; 
the Scandinavian countries, ancl consumers • societies in industriali~d 
Great Britain ; · c~-operative dairies have produced striking results in 
Denmark, and l'rutt growers' societies in California. What prospeets 



do they hold of successful adopti01n in In~a, and what shape should they 
iiSsunie here ! ·No guidance is available on questions like these. The 

pro,·incial Co-operative Departments are too much immersed in humd~ 
rum duties of the daily routine and have little time for study and rellee­
tion, and their o'rganization h:as assumed a form and a tradition which 
do not allow the growth of the spirit of researc~. Pa't!ixlnt study anll 
deep reflection are likely to be avoided as they may yield results anta-: 
gonistic to the practice currently followed. 

The application of co-operative principles to the ordinary bru;iness 
of life $ises the queEtiion of the reacticn of human ·behaviour under 
their impact. As Uo-operation brings about an associ,ation o.f human 
beings for securing common ends, it implies the study of human relations 
in all their m.oral economic and social aspects. The question may well 
Be asked. Docs the conduct of busi.ness on cO<operative lines make a 
contribution in the moral ,and social spheres in addition to the economio 
sphere r Co-operators of experiencE> lind that the answer to the <ruestion 
is in the affirmative. But a patient study of co-ope:r:ative methods and 
their achievements is required for bringing out clearly what contribu­
tion they have matle an<l are likely to make to the growth of human 
values. Work on these lines is much beyond the ~nge of the ordinary 
field-worker, whether official or non-official, and requires a special band 
of scholars and students assembled in the calm and detached atmosphere 
of a Research Institution. 

The Research Institutions, engaged in other fields than Co-operation, 
like those ~tt Pusa, Coimbatore, Kasanli and Bangalore, have conferred 
immense benefits on rural India. We are convinced that for the proper 
guidance and· direction of the Co-operative movement, research worli 
is absolutely necessary ; an,d we recommend that the Govelrnment of 
India should establish a Co-operative Institute of Advanced Studies and 
Research. The Co-operative Institute will senve two purposes, vi3., of 
providing :1.\wil~ties for advanced studies and of i<Jirg'anizmg, ;r,eseareh,; 
that is to sey-, of gaini.ng more knowledge and of fashioning maehinery 
to utilize it. It wil! gi•e an opportunity to an offic~, who is alreadY! 
employed in the provincial Department of Co-operation and has boon 
specially selected by his Gover;nment, or to a person, specially selected 
by. a provincial co-operafji,ve institution, to pursue higher and advaneed 
studies in Co-operation and gain acquaintance with and knowledge of 
the achievement of co-operative methods in other oountries · and other' 
~art~ of India, and compare tl1e conditions in those countries and parts 
with the condi,tions in his own provinee and wisely boiTow ideas and; 
forms of organi?.ation which ;p-romise benefit to his province. A know­
ledge of Economics and Sociology is cf vitai importance to a student of 
Co-<>peration an.-t it is nece>;Sary that every person joining the Institute 
for hittlinr studi•·s -should attend a course of lectures on these subjects. 
liicioentRll:v. tl1e facility provided by the Institute will enable a poolin~ 
Of knowledjz-P. and experience. t?Rthered from fieldwork in various pans 
of India and provide a channel for the diS!'emination of the successful 
aehievPmentR ol' one province to tl1e whole of the country. We are nnt to 
be JIU~erstood as eJtelu-lin!l" from the h;g!1er studies at the Institnfe thru:e 
lfildents· who dO not belong to the service of a provincial Co-operati\ .. 

' 



~~«m~ or· are, no.t ~~11W~t.e4 by,:: .1. pimftne.lll1t c.o~pe~a,t!v:~ initY.~if 
t.i9.11r>'· yut we sug4l:ellt t1Jat the l~,~rgest, nu,mber ,of seats m this .~t~t~~. 
$!11il'd be reserved for the fol'lller ~o. classes, as ~e a:e llllXlol;lS tll~~ 
tJ:,~; Iru:tltute should also te Ue medium fo~; applYJ.Ilg, m pract1.c~ tb.~. 
rjl,llqlls obtuiucd by rc&eurch, aud, that. co-operative wot..:ers should hnye 
QW!'Y opportunity of acquirill{l' wide and sound knowled:l'e and sh~~ld' 
liave fucilities for l<eeping abreast of the pr01,rres3 of the movement ou~ 
side the loeal jlreas within whbh th~ir activities are confined. We suggest; 
thllt 60 per cent. of the r.eats at the Iustitutl! should be reserved for thll.<l$ 
t.wo.classes of persons. The remaining seats should be rcserYed fot· meri•, 
toJ;iolli! post-graduate students who have had previous training in econ~ 
~nic oa~d commerciul sub,icefs. The rrs~arch St·holars should .be giye~: 
$J ·Erl':olan-b:iJl l,v t!Je GoYel'IJment of India if they 'lll'e not alt-eally in, 
~enice. Diplomas sllould te. i&ll£d ly tl:e Intitute lit 1he end o~ tthe 
~ou:rse and these should be an additional qualification for employ,:m~t 
m, Government and co-operatil"o service .. 

Side by side with the raeilities. for advanced stud~e', the Tmtitut& 
should undertake and organize rest11rch work in different branches of 
Cil-operation. The largest nmnber of subjects for research will be thoSe 
~eJected by the authorities of the Institute, but the Institute should b~ 
prepared to undertake research as is 1lone by the Indian Waterwaf!t 
Experimental Stati,on at Puoua, on special subjects referred to them by 
thll provinces or constituent Indi,an states. · 

The Institute should be an all-India organhation. We intend it to 
bee the. meeting· ground for workers from all pa.rts of Inrlia and to serw\ 
&(n dearing boUBil for know!Pdg'e and infonnat.inn ae~Juired in all parts 
ol\llndia. It should :be placed under the a:I-!nih Coun~il of Co-opera-. 
fion when the Council is establi>bed in ae~ordance with our suggestion' 
mafic in CJ,apter XV ; and, in the meantime, it should be under :.he 
(]ovcrnnwnt of India, which should '!;ear all its cost as they do in · the 
oase· of the other aU-India illilt~tutes mentioned in the previOUs para-; 
graphs. · · · · · · 
.~~.r , 
,:· We do not propose to, lay'doW!l a detailcdscbeme of the Iinra O!J; 
T{Aich the Institute shou!.? be organized, but bri~y ret out. our con~e~, 
\\9Jio.of the shape the Institu~e should take. · It will be organ· zed ia sr\"~ 
~ctions, vii;., (1) Theory of Co-operation, (2) Agdcultural Co-operatiAA 
(.including Animnl Hn~hn!Hlry), (3) Industrial Co-operation. (4) Ciin., 
11umers' Co-operation, (5) Co-ope·ative Finane~. (6) C'o-ope1 ati•e :\I:;r, 
"~Wt~, and (7) Stat'stiC!!. We have been im~ressed hy the reasons gi~ll 
b~ .. Sir John Russell• for the head. of an ordinary section not being ~ 
Jl,9il;Jted as the Director of the Institute and we agree with him thai suo~!< 
~~'.appointment is likely to create jealousy and. ill-will as reg~ the. 
9i11ttibution of research funds between the se\"eral sect' on~, and to. lead 
tq,the directorial duties interfering wi,th the duties of head of a sectio!i; 
{111!1. to subordinate merit to seniority. The head of the •ection on Theocy: 
Q~ ~o-oporati.on will not,. however, ibe subject to these . handicaps· 1!8, 
t!l<¥narily, h1s research Will be. ibased on the work of other sections 11!J4 
. ' 

~· . • Report on the· worlr ot ~e .I.C.A..lt. ;n appl'"""' science. to CliO" """"-· lion in Ialie-t~. 80. 1' · · ..,._ . ..,.,-,., · · · · · · · ,... .., • .,e .... 
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·that done a~11l!IJ.,. W ~. ~1\fl\f.qfll.. proi:>ose that he Should ~ t\1.~ :QiE¥toc­
<~f the Institute. The ~eturers on the subjects of "Econol$la and SOclo· 
logy;: to the imrortance of wbich we haTe referred in· an E~ter p&ra>o 
~.1!-J?P, should be attached to him. He should be a person of outstantiiug 
:lnl!rits and of established reputation in his subject:· We suggest that hia 
salary should be on a scale of Rs. 2,(l01}-2,50U p~f 1p.~em, an.d that uo 
appointment to this post should be made if a pe!1'on of tho requ,ired. 
ql,l~l,i,fic&Jions is .. not available. :IIi£ selection is of great importance as 
he will guide the ns.rarch work in eyery section, and will lend to tba 
Institute tbat intrl'ectual leadership which alone can command the res­
pect of the All-Incih Council of Co-operation, tha Cc:;:;t:al and p:oviu~b.l 
~vernments and of the constituent states. The heads ol:' the other soo­

. tions sltould also be men of high achievement in· the 1ield of research. 
We deprecate the tendency of selecting person.s on the basis of their ~do­
~ degJ:~es only, and emphasize the necessity in appointing he,ads, of 
attaching great importance to the merit of their actual research wo~:k. In 
these eases also we would suggest that it would be better if ja post wa8 not 
filled up· .if ·the- Jnstitut.e conld not. find a. person who was qualified t11 
give the wo1 k cf lis re<tkn a true bias of o1·iginal research. In the 
beginning, the heads of tho sectiot\S sltoulu not staud in need of assis­
.tants, but, i.f they do, the aesistants should be recruited in accoril;luce 
witll the demand made by each head and approved by- the Dir61)tor. 
Tb'ey wm; }JOWC\'cr, s{uud in need of field workers who. should• be ap­
p~>inted as may br. nec~Sl'llry. Ti1e number of field ~orkers will, however, 
J!~ small, as the dctnilecl fi<Jld work· must necessar1ly ·be undertaken by 
each pro\·ince through "its Co-op·erative Department or eo-operative in· 
sM.itution.,. · 

We ~o not. consider it uecess~ry: that we should refer in tl1e Repor~ 
'to·th1f various qur•tirms of hi<fdin"" fo,. ~n·l ~11htnl'i11at<? P<t.•hli~hmPnt 
~,.the. lu:tilute .. ·~'hcsc can be d.,ult with l•y the Central Governmcn' 
..oil.thii. .IIi <ide! of the· many institutes which it is running at present. We 
leave the question of location of the,,InstitlltO also.. to .the C11n,tral 
Government. 

STATE~ t 

Estima.te of cost for British Inllia. for the training of membera.·of 
·' ~g committees aul :;ec.-etariez c! rurJJ. co-o~e:ative SJCi;!tio;:J. 

' .. .. . . 
A. (,'LASSES FOR MEMBERS OF MANAGING COMMITTEES.· 

.. I. Educational Sup~. 

(i) Number .. , , 240 {roughly ono for overy .district) 

•· .. 
(iii Average monthly salary 
. Coat ' .. 

.. Ra. 75 Ra. 

.. 2,141.~ .. •• Ra. 76x 240x lll 

(iii) Monthly t3velting ..UoWI>Ilae fot ~ 
. lllportiaor • • • • • • • •• 
eon •. .. Ra.36xUOxl2 • • 1,00,800 



n Zstab&bmmt 
(i) Numbers •• . •• 

(II) Monthly salary including uavelling aJ. 

240 (one for each educational 
supervisor)· 

lowance for a peon. • • • • Rs. 35. 
Coot Rs. 35x240x I2 

m. MisceUaneous 
Mlocelloneous expenses for 3,000 managing 

commi~tce classes @ Rs. 30 per class •• Rs. 30 X 3,000 .. 
B. CLASSES FOR SECRETARIES. 

I. Officers of the status of gazetted officers of class U. 
(i) Number .. 
(li) Average monthly aalary 

Cost .. 
II (1 for each province) 

•• Rs. 403 
.. Rs. 403X II X I2 

(iii) Monthly travelling allowance for each 
officer .. .. .. Rs. 150 
Coet .. Rs.150xiix12 

II. Educational OffiCJerS. 
(I) Number • • 60 (roughly one for~four districts) 
(ll) Average monthly salary .. Rs. I25 

Coet .. .. Rs. I25X 60x I2 
(Iii) Monthly travelling allowance for eaoh 

educational officer .. .. Rs. 50 
Coet .. Rs. 60X 60X Ill 

m MiScellaneous. 
Miscellaneous expenses for 500 secretaries, 

1,00,800 

00,000 

Ra. 

63,196 

19,800 

90,000 

36,000 

olasses @ Rs. IOO per class • • Rs. 100 X 600 ... 50,000' 

Total • • 7,116,506 

(The BOheme Is to be eompleled in a period of two years), 

STATEMENT n. 
Estimate of cost of the Provincial Co-operative Colleges. 

l'riMpai-One 
. Monthly Salary-&. I,500 

Coet-Rs. I,500 X I X Ill 
I'~U.O.II-'-Three 

Mollthlj &lary-Rs. 600 
Coat.-Rs. 500x3x I2 

£u#urer.o--Three 
Monthly salary-Rs. 200 
Coat.-Rs. 200 X 3 X I2 

,· 

. ,, .. 
.. 

.. 
.. 

Totslccst of I I ProVinr.ial Co-opemtlve Col. 
legee (one for each pro-.incc) .. .. Ra. 43,200Y.ll , , 

Tv tal 

Ra. 
18,000 

18,000 

7,200 

"43,200 

4,75,200 
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STATEMENT J;II. 

·Estimate of cost of the Co-operative Institute of Advanced Studies an 
Research 

DirUior-Ono 

· ' Monthly salary..!...lla, 2,500 

Coat lla. 2,500 X 1 X 12 

ProJ..Ws-Six 
Monthly sala.ry-lla. 1,000 

Cost Rs. 1,000x6x 12 

L<clur.,.•-Two 

Monthly salary-Rs. 600 

Cost Rs. 600 X 2 X 12 
Field .WorkerB-Twenty-one. 

• 

.. 

.. 
(or 3 for each ono of the 7 sec"ona) 

Mcmthly salary-lis. 150 

Coatlla.150x2lx12 •• •• 
20 Fellowships of Ra. 150 p.m. .. 

.. 

.. 

.. 

•• 
.. 

.. 

.. .. 

•• .. 

.. .. 

.. .. 

! • 

.. 

.. 

.. 

.. 

.. 

.. 

72,000 

14,400 

37,800 

36,CJOO. 

Total .. 1,90,200 

BOMBAY 
19th November, 1945. 

:&. G. Saraiya. 

( C11Girm1m) 

J.O.Ryan 
:Madha.vrao G. Deshpande 

A.B.N.Sinha 
. M. B. Bhide* 

Siddiq Hasan* 

S.M. Ikram 

EiralaJ L. !:&ji* 

J. B. W'illdnson 

a. B. Vakil 

Shv Ja.ng :Khan 

(Membet'-Secrefary) 

* Subject to a Minute of dissent. 
JMIIMot'Agri. 
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APPF.NTITIJES. 

A. EBTIMA,TE O.F STATE AlD. 

All attempt has been made to give tentative estimates wherever it has 
een pol'&ible to prepare them. These estimates have been tabulated in .~ 

'Statement on the previous page and work out as under over .a periocl of &en 
~ears:-

Central 1 Provincial J 
Government Govemm8nta~ . Total 

--~--~-------------:-~----
(In lakhs of R,upees). 

Direot subsidies in ten years 100·00 I 1785·96 !885·96 

Inoroosod Departmental expenditure in ten 

t: years . ·. .-. •36·76 18:}8·80 1865·66 

(Japitt<l exponditurc ·.·. . ... 1022-()0 1022·00 

Loans I 170·91 170·91 

I 
GRAND TOTAL 

~-
-·. 3.36<76 I 4807·67 I 4944·43 

..The above :figures do not include expendi~e on all proposals whieh we 
lrl!ave :J>eeommended for adoption. ReferesiAl~ to such additional items of 
• ezpe:adituxe has been. made 'in -column 6 ·&f. 'the Statement. They may· appear 
; at first glance to be ezcessive, .but :are really not so. In the 1irst place, the 
\ figures should be considered i,;_ the' pers~etive of the country as a whole, 
: and the number of people whom it is proposed to reach by Co-operation. In 
·the ~econd place, the e:r:penditnre is, .in ~ssmce, not on "Co-operation", which 
Js only .a method of human organization, hut on improving the standard of 
'livoipg bs the stimulation of agricuitnriU pr~duction, provision of protective 
· foodP, growf.h of small · and sdbsiai.e.ry -industries and contribution towards 
·-such other items as the preserve.tion nt !forests; improvement of health, better. 
111ent of education, relief of 'unempl9~ent,.proyision of housing, construction 
--of roads and public buildings, ete. .As· Co'operation enters into almost every 
-.depat!JDent of ·economic activity, any expenditure by the State on Co-operation 
should be considered as a contribution to th~ e>;Pll-nSion of national economy. . . 
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i. ~n. Of. PJI$~~ »Y DEW.Alf B.ARADVB ;JL J.. ~ . 
J regret I have to OiJler from 1»9 eolleagoos in the matter of the wirgeJit 

ll'l•d far an active Jl(llicy of progressive de-oJllcialization of the Co-operative 
,!I!QVemel!t Ill ll!dia, WJJUe .all my colleagues are agreed 011 the popular eha.. 
Tlif!~er ~d demoeratip natlml of the movement &Jid while all of them an 
•greed. 1111 &o !J!e .Jleed for tile ul~im~te withdrltwel ot D16eial control, they 
)lave· DPt bec11 ablll to pt!!'Suade themselves to :make definite &Jid clear-cut 
reeDDIJile.llGations in that co;onexi.o.n in ~ Rolport. They have not felt the 
W'l!d fur JISl tcti\'11 policy Df deoflJJl.~tion that ia eo elearly ealle4 for. Tile 
11eport states :that 1 • Ali the 1Jl0VIllll8Jlt is of the people and for the people and 
anw;t be run ever more !11ld m01'8 by tb.e people tbemeelvea, it ia neoeaae.ry te 
indlllat..i tb11t the spomori:Pg of .the moveDient by the State ia -t only to 
assist, guide and train up the worke;ra and not to estahlillb permanent eontrel 
ovPr the movement." bet yet, but little is l'eC011lll!ended to imple~~~ent that 
view. 1 am. de~ly ~:>f tbe Gpinion t)lat the time has eome, when a ~lear 
illiiieation should be given that a policy of progressive de-ollieialiu.tion will 
be actively fQJlowed 110d that some concrete b~s shquld be ~de ill 
Ulat direction where and as fiiR 11a possible. · 

More than forty years have passed since the movement was launehed 
nnller State anspiees and officil:l control and the sneeess that was hoped for 
hn.• not been attained. The Registrar of CO-operative Societies, flU" fl"OIJ1 
lfeing merely the registering officer as in the case of joint stock companie111 
was to be friead, philosopher and guide and soon constituted himself into ·a 
t.rustee of the societies. From hi.m, Cllllle the drive for a rapid mnltiplicatiq 
of s<~cieties m the earlier yeus of the movement; with ~im, _rested dUectl;r 
cir indirectly ~ extent and availability of finance for the J>rimaries hom the 
i!entral·aild proviileial baDks; with hi~ :reeted supervision, inspection and audit; 
from him came continual strearna of circulars giving advice and guiduee 
which soon Mqllired the force of law; with him remained tbe power to inter­
fse with ct.tie dsy to day workillg of 110eieties throagh the ~tion V.$ed 
ill ~ b:v law about ·the registration of societies ancl registration of ameac1-' 
ments of" by-Jaws; and with him rested to ·a certa.iD enent the power o~· 
regulating investments of the . so.rplus funds of societies. .A:ad yet, despite 
this eompl.ete em~trol. on him rested not the reaponsibility f<:tr faillll'es I If a 
~ failed. it was the members 1 sins of eommiaslon and omission thet 
were responsible; oGiovemment and its officials remained immune from aU 
.liability and blame: the sense of -urity that the pablie had, hecaQSe of State 
rontrol, turned oat to be more a fancy than a. reality. Forty years of this 
c6n£rolled regim.e of an essentially' democratic and popular movement and the 
f 4ll11i'e f.o aehieve the economiil regeneration of the masses to any ~ble 
extent JJr in any one direction should be enongh to suggest that the solution 
111¥, ·not· in: the further tightening of the control, and ill the appointment of 
ever: '!!-ore and more officials, bnt in the decontrolling of the movement. so 
tbat 'Yti.th- the· absence of unnecessary and, perhaps, vexatious· interfereru~e, a 
g:reater- Sell8e <~f respoDSibili.ty would be evoked amongst the miiDibera who 
bv .co-ordina-ted e1fortS and gaidanee £rom -their own federations would seeure 
"belter results. The ~at tranaformation that attends the eessation of cram~ 
ing controls and aoeession tO power and responsibility is often not full;y 
realized. The time has now come for :relantion and withdrltwal of oflleial 
e~>ntrol and to allow the movement to be l'lln ever more and more J>y tl>e 
people themselves, for whose bellefit, after ali. the soeieti~ mat. · ; 

The Report -riews with fav0111' 'the ~ partieipatiOD ~~ ~~ 
This .P~r~~e~Jogr pre_s~~ ~-, a wron~ -~~ .of. ~e IIIOl'flllltlllt, .. . . . 
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There'· are no officials and non-officials in the Co-operative movement; there 
are. i>nly. the co-operato~e members of societies, and the officials ol! the 
Co-operative Department, The fermer are more or les• permanent and believe 
in. the principles and ideology of Co-operation as a basis of national economy; 
the latter have no stake in the orgiUlizations they seek to supervise guide and 
control, and merely administer the laws in that behalf. The members are 
shareholders,. owners, proprietors ol: their organizations; they do participate, 
The officials are outsiders ·and have no place within the movement. There 
ean be .therefore no question of the increasing participation of non-officials 
in .the movement; the only question is of the withdrawal, gradually and wisely, 
of outside control from co-operative organizations. If the co-operating mem• 
bebrs be not competent in the earlier stages, the State owes it to itself to 
assist and guide them through special officers so as to train them for their. 
work. Having done this, the officers shonld withdraw and a.llow them .tq 
carry on their business themselves. If, in some cases, the degree o,f ignorance 
and incompetence is so great as to make it impossible to train them to the 
necPssary level of efficiency, the societies should either be liquidated or should 
cease to be eo-operative societies and be run as State organizations for the 
benefit of such ignorant and helpless people. Trusteeship of beginners, we 
ean justify; but perpetual tutelage is entirely foreign to the co-operative 
ideology and co-operative practice in other countries. Trustees and guardians 
usually take .shelter under the belief that their wards are not yet :tit enough, 
f!ut surely, so far as the Co-operative movement is concerned, such a plea 
• annat be endorsed. Forty years are ., sufficiently long period to discover at 
least a f.cw out of a lakh and odd co-operative societies in India which have 
B;D. efficient and. tra.ined body of members, which have achieved success and 
which, therefore, while remaining within the co-operative fold, eonld be .freed 
#om restrained and control and left to. look after themselves. · 

' .... :(recommend that Registrars be u;.;tructed to seieet eo-operative societieS· 
und~ ~em, .which have been conspicuously snccessfnl for a fairly long period 
whetheJ::. in rural or in urban areas nnd to exem,pt them from various pro-. 
~ions . of' the Co-.operative Act so as to secure to them unrestrained freedom 
t4! manage their own affairs, the Registrar retaining the power of occasional 
audits and inspections so as to satisfy himself about their continued efficiency •. 
Sooh lists of societies might of course be revised, enlarged or curtailed from. 
time to time according to rules framed in that behalf. Where such societies 
can form a convenient group, I recommend that they be welded into a federa­
tion, to which 0ould very well be entrusted the duties of supervision and 
~ntrol thus substituting a system of interna.l in plaee of external controL 
In urban· areas, numerous societies will be found to deserve this treatment. 
Large urban eo-operative banks, more particularly in Bombay, and large 
employees' or salary earners' societies such as those of the railways or the 
post office can tllus be exempted and permitted to be self-governing, the control 
being vested in their own federations. The recommendation made in this 
connexion in Chapter X-Urban Credit-seems to me to go not far enongh. 
1 recommend that a fnller and more generous measure of freedom be accorded 
by the State in. the case of such urban co-operative organizations which have 
usually 11;n effic1ent and trained staff and a competent . directorate. Large 
com111erc·o.l and industrial joint stock companies are being sueeessfnlty manag-

. ed by the urban population .and there is po reason whatever to doubt their . 
. abi!it1. to ach}eve sim_ilnr 1 RUccess in. the. smaller co-operatil;e organizations, 
pbres?rvt~g· ~hell' essentull co-oj::erntive character by: strict adherence to i!istri-

lliilV& .. jll.st1ce ·and the eschewing or an exploitation and capitalistic tnnds. 
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Progressive de-officialization is all the more necessary at the present 
jUncture, when the Co-operative movement is on the threshold of vast expan.: 
sion and diversification. The targets recommended for expansion are 50 per 
cent. <>f the villoges and 30 per cent. of the rnral population within the next 
tell years. This means that on an average 1. OS million persons should he 
brought into the co-operative fold and 21.,600 societies organized every year. 
With all the increase in the stall' recommended in the Report, it is clear that 
it will not be possible to achieve this vast expansion unless the sympathies 
and active assistance of popular local lenders is enlisted in the service of 
Co-operation and unless their efforts are suitably appreciated by freedom from 
\'exatious interference and control and in other ways, if the movement is to 
retain, as it must, its essentially voluntary character. Compulsion and regL 
mentation may be in a large measure the necessary accompaniments of economic 
planning; but they are not and cannot be the attributes of Co-operation. The 
eocieties or associations formed under compulsion may be very necessary in 
the interests of economic development; but they would be State agencies and 
cannot be camouflaged as co-operative organizations. Popular initiative, 
popular management, internal control a;re but the necessary requisites of Co­
operation and will have to be sedulously harnessed to the cause for the success 
qf the vast programme of expansion and diversification. 

It has been contended that State assistance on the large scale recommend­
ed l>y us in the llepnrt for the far-reaching development of the Co-operative 
.ruvvewent demands and justifies greater and stricter control over eo-operative 
01gauizations. Really, however, there is no inconsistency between eo--operative 
autonomy and State assistance. The State is .certainly justified in seeing 
that the facilities it provides and the grant it makes are properly utilized, 
But the control should go no further, nor should it be imposed as a permanent 
feature of such aid. The State makes large grants to private educational 
institutions and to local self-government organizations. It has, besides, a pro­
gramme of subsidies and tariff protection for the development and fostering 
of large-scale industries. And yet no claim has been made for J)ODtrol ovel' 
these mst'tutions, organizations, and industries which continue to enjoy auto­
nomy in their internal affairs. The grant of ample State assistance, to which 
agriculture and small-scale industries have as great a claim as any other sector 
of national economy cannot, therefore, be urged as a justification for greater_ 
fill·i permanent control which would deny to tbe Co-operative movement its 
autonomy and freedom and rob it of the moral influence which it is expected 
to exercise over the people. 

_ Apart from this, the Registrar however competent he may be, however 
well IISSisted by a large number of Joint and Deputy Registrars, with a host 
of subordinate officers, assistants, auditors, inspectors, and so forth, -will soon 
find the movement too wide-spread to be easily manageable and controlled,­
In the earlier stages of this new development, one can readily concede the 
ne~d for strict and careful supervision by State officials; but nnless snch 
.antrol over the new orgnniz&tions is accompanied by a withdrawal or rela:ra­
tion of control from groups of the older organizations, particularly in the 
urban -areas, :the. movement would get out ·of hand o.nd the consequences would 
be nisnstrous. State sponsoring and eontrol are but meant for training and 
not for perpetual tutelage. Students entering the university do not remain 
tllero permanently; they graduate and leave. New entrants come in, get 
trained and go out. So also, societies are registered; expert snpervisors and 
~:uides train the members and march on to undertake the education of fresh 
lots of members of new societies. The whole point of view in eonnexioa 
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{vW ... (~o ·Co-operative movement need~ ··r~vl.si?n: J Ii can, never ~ssibly b be._ 
coriceivcQ. lis necessary that co-op_erat1ve soo1et~es should !P'ow ill num er, 
mel!liJ~rship and capital and cover,. ill course of time, the entire. or at any [ate. 
a large part . of the population of the country and yet ~emaill all the 1me. 
under the lull control of the State and its officials. T~lS cannot be. New. 
~ocictic~ come in, older societies pass out from the orb1t of State. control, 
1'itis only would enable concentration of efforts on the :f'ew and spell mcreased 
cfliciency. 

The Registrar under the co-operative law is chai'geil ·wit~ eertain duties. 
These azc m conncxion with registration, audit and cancellat10~. These st~ 
tutory functions should .continue to be performed b¥ the ~e~1strar and h!-9 
stall: for all . societies registered under the Co-aper&bve Soc1etles Act. It 1s 
tl1e. ~radual encroachment by the Registrar in other matters, it is the non­
stiltubtory functions taken up by hinl which constitutes what is popularly 
regarded as vexatious interference and demands attention. There is organ~a~ 
tion supervision ana periodical inspection. Now here does the Co-operat1ve 
Societies Act of 1912 confer these powers on the Registrar- and yet he per­
forms these functions and exercises, if he chooses, a great measure of control 
e\·en o~cr the day to day management also, At the tinle of registration, the by•' 
laws of societies arc pressed into conformity with a standard pattern; the 
registration of amendments of by-laws gives & further occasion for changes; 
rtnd often the words ' with the approval of the Registrar' are added to some 
of the proposed amendments so that the Registr»r secures powers not con­
fprred oil him by statute and prescribes, regulates, supervises and inspe~ts 
the nffairs of co-operative societies. This state of affairs is a great inlpedi­
Jrteht to the healthy growth of the movement and fosters a sense of irrespon-. 
sihility ainong the members of societies. Control without responsibility by 
officers ivho have no stake in the societies shopld not be allowed to continue. 

. Organization of co-operative societies should not be left to the Registr»r 
a_nJ ,h\S ~~a~ ":S se~ms to. be sanctified by usage »ild practice in most provinces. 
Org~mzatwn hns to be preceded by considerable propagand» and this can best 
be done by a non-official agency. In every province in British India and in 
most of the le11ding Indian states a non-officiitl body has already been promot­
<d and has been working more or less successfully and propaganda is one of 
its principal functions. It is known as the Institute, Union, Federation or 
Organization Society in the various provinces and states, ab.d all the societies 
ilf the area under itA jurisdiction are directly or indirectly its members. The 
J nshtute or Federation is financed by contributions from the societies and 
by grants from Government. In . the early days of the movement, a large 
number of honorary orgliiliZers was maintained to help the Deparbnent irl 
tho work of organization &nd to some small extent in supervision. This 
atstdm of appointing honorary organiZers, whose spirit of serviee was en• 
eotirag(!d and stimulated by !topes of honour, honours or honoraria has now 
fallen into disp_nte; But _it is very !mPerative that aon\.e such ~tem 'lffii 
have. to . be. reVIved and hnked np wtth the Institute, so that local leadership 
..nd •mhat1ve may be harnessed to the service of the movement in order to 
m~intain ita. essentially voluntary abd papillar character. The Institute or. 
~edtrat1on 19 now the proper agency for the work of organization throligh 
1ts branches or diatrict and divisional units and the honorary orgartlzer~ 
sho'!ld be absorbed in this· institution. The finances of the Institute shOuld 
Lll 1mpro~ed by ad~qna.te grants from Government and the larger provincial 
c~<merl\hve ·organwatwns, so as til enable it to perform this funetiurl 
ppopercy.,:.' 
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' . SUp!'rvision. of co-operative societie-s is a veri :iinporta.nt. function. No 
proper measures- have so .far. bee"- adopted. Some prov~ces rely for the 
purpose Qn th& inspectors of the central j)nanci:og agencres, others on _tlie 
inspectors . of the Co-operative Department, while others yet have forni11d 
supervising unions and have federated them into district and provincial uni~. 
In my opinion, supervision like organization should be entrusted to the same 
n~n-ollicial agency-the Institute, for it is the agency which organizes 
~hat Shl)Uld ·carry on the work further and maintain internal friendly su,per­
visfon, so as to preserve efficiency in management. 

. 'l'he recommendations in comiexion with organisation and supervision of 
societies envisage the establishment of a district federa.tion of co-operative 
societies in· eacch province and end wih the remark that where an Institute, 
F·ederation or Union exists or is or can be constituted on the lines discussed 
iu that paragraph it should be entrusted with the work of supervision. At 
another place,- it is' stated that "We recommend that the work of organizing 
new societies should also be entrusted to the organization suggested for super­
vision in para. 6." These re'oommendations appear to me to be rather hesitant 
and not very clear; I wish to make it quite clear that Institutes already 
exist i:n all provinceS" and it is to these InS"titutes, with any changes in their 
constitution that may seem necessary, that organization and supervision of 
sorieties should be entrusted and that in no case should separate non-official: 
federations be formed for the purpose. · ' 

· . Periodic mspection is nowhere entl'USted by the Co-operative Societi~s 
Act of 1912 to the Department 017 to the central banks; but even this wrong­
ful assumption ·of .powers does not serye J;he purpose; since. supervision. is 
essentially different. from the inspe_ction · of a 0reditor, such as the central 
l?..nks or of the officei'S of the Department, in whom is vested the administra­
t.iv<l control. Circumstances now, however, are fast <lhanging and under 'the 
de\elopments and diversification expected under· our recommendations, there 
~ill be a need for departmental inspection. I am of the opinion that powers · 
of inspection be given by a suitable amendment of the Co-operative Societies. 
Act to the Registrar and to the central banks for a period of ten years from 
the date a society begins to work. Ten years are a sufficiently long period 
to judge of the progress of a society and to train up the workers. While in 
the case of existing societies, no such powers are necessary and de-officializa­
tion and de-controlling may begin forthwith as recommended previously. I 
:~"ecommend tha.t in the case of new societies, starting work from now onwardsb 
ten years be the limit prescribed for departmental periodic inspection. 

Audit is the statutory duty of the Registrar and in my 4lpinion it shoultt 
continue to reinain so; In some provinces, this power is delegated by the 
Re,Pstrar to. the Institute, or Union. But this is not correct. Institutes_ are 
10on-official federations or unions of societies and the statutory duty of audit 
by the !'!tate which gives & sense of. security to the public, should not be 
Jumded over td it even by delegation. In those eases, however, where large 
societies like provincial societies, urban banks or employees' societies, employ 
a. duly qualified auditor Qf their own, duplication of audit may well be avoid­
ed by the Registrar contenting· htmself with a test audit now and again, say, 

··orce ill three years, · _ 

.' · . Reference has been made above to the unjustifiable use of the discretionary 
· pow~.rs vested _in ,the- Registrar in- the matter of registration of the by-laws 
-~ud"o£, th~ subsequent,amendments, of these,by-laws. This cj,iscretionary pow~ 
is expressly ·conferred on him by the 1912 Act and is conferred by implicatwn 
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by the Bombay and other provincial acts and h~ been utilized very ~ten b7. 
the Registrar to make the societies eonform to a s_tandard type and ~o mereastl! 
his control by making the approval ~ the ~egtStrar necessary m :._natte~ 
1eiating to their internal working. It J.S manifestly wrong to secure, m ~ 
indirect way, powers of control which are not vested. in hint !'~ . the Statute. 
It is this vexatious control that creates a sense of mesponBlbihty and UD• 

reality among the members of the managing committee and k:eps away from 
11C.L-ieties many capable people, who would welcome general gmdance. now _and 
then but certainly do resent dictation and perpetual tutelage by tile dep~ 
mental officers. I recommend that relevant sections of the Co-operative Act. 
should be suitably amended so that if the by-laws or their subsequent amend­
ments be not inconsistent with the provisions of the Co-operative Societies Act 
governing the 111rea, the Registrar should have no option, and he should 
zegister the society and its by-laws and subsequent amendments. 

There is another important matter which calls for earnest attention. 
'l'he investment of the funds of a co-operative society are regulated by the 
.provisions of Section 32 of the Act of 1912. In view, however, of the great 
de~elopments in urban. and 'central banks, resulting in their h111ving large 
~urplus balances, in some provinces at any rate, and in view of the impend~ 
ing developments of the movement '*' a part of post-war planning, it is 
.essential that Section 32 of the Aet relating to investments of funds be suit­
·ably amended, care being .taken, to maintll>in the Registrar's control in the 
case ul small societies. In the ca~e of big societies, however, whose paid 
up share capital is Rs. 50,000 or more, there appears to me no need for the 
Registrar's control under the Rules or in other ways and the purpose would 
be best served by adopting a procedure similar to the one prescribed by the 
Jndian Insurance Act of 1938 whereby the investments of 55 per cent. of their 
funds may continue to be regul!l>ted by Seetion 32 as it is, but freedom and 
initiative should be left to the society for the investment of at least the 
remaining 45 per cent., subject to such safeguards as may be prescribed in 
theJr by-laws. The directors of such bigger societies are usually more con­
versant with the money-market and would be better guides than the Registrar, 
t1ven with thP. Financial Adviser, who cannot be expected necessarily to be 
a financial expert. The control as it operates to-day hampers freedom in the 
investment of funds and must be relaxed as indicated. The responsibility 
for the safety of funds is the concern of the members themselves, and not of 
ihe Registrar, who does not assume any responsibility for mismanagement or 
bad investments in the case of winding up. The suggested amendment will 
invest the directors with 111 sense of greater responsibility and will promote 
greater initiative and desire for progress. This will incidentally induce 

. ~ompetent and well qualified persons to join and guide a co-operative soeiety. 
!!.'here are thousands. of associations working satisfactorily without Govern­
rosnt control or interference for the uplift of the country in social educational 

. medical, charitable and other spheres and handling large funds ~nd the s~ 
persons can certainly be expected to be abie to m~mage a co-operative sociecy 

. without Government control. · 

Education is another and perhaps the most important function which 
must be efficiently performed if the movement is to bear the fruits its spon­
~ors expect. This subject is dealt with in our Chapter XVI. whne I am 

· m general agreement with the recommendations made in that Chapter, I 
. cann?t agree t? the proposed officializs.tion of co-operative education, in the 
-pro-rmees. It 18 proposed that there should be in each province, a Provineial 
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Co-operative College, and that it should be placed under a governing body 
· ~<>mposed of the Registrar and two nominees of Government, two Professors 
to be nominated by the loeal university, the Chairman of the Provincial Co­
~:pe•ative Bank and the Ch~>irman of the Provincial Co-operative Institute. 

I am definitely of opinion that wit)!. the exception of the proposed All­
India Co-operative Institute for Advanced Studies and Research, aJ.l work in 
o.cnnexion with co-operative training and education for all types of workers, 
departmental or otherwise should be entrusted to the Provincial Co-operative 
Institute. There would be no objection to the setting up of a governing bOdy 
such as is contemplated above, but it is the Institute· which should be made 
responsible for . the Provincial College and training institutions or classes. 
0£ all functions necess"'ry for the healthy growth of the Co-operative move­
ment, like propaganda, organization, supervision and focussing of co-operative 
opinion, co-operative education and training is the least debatable as being 
most suitable for being undertaken by the co-operators themselves, through 
their Federation, Union or Institute, and I am very sorry that I could not 
can y my colleagues with me in this matter. I must gratefully acknowledge 
that in many of the other points raised by me in this note, my colleagues saw 
and understood my viewpoint and have made recommend..tions, which stand 
out as evidences of their endorsing the de-officialization ;point of view stressed. 
by me. It is only in the matter of co-operative education and training that 
I failed to convince them of the logical necessity of providing a Provincial 
College and of placing it under the Co-operative Institute or FederS;tion. 
Adequately financed and efficiently assisted by a competent governing body, 
the Institute can be trusted to discharge this function in "' thoroughly satis­
factory manner. 

Before I conclude, I must pay my tribute to the able and conscientious 
manner in which the Registrars in the different provinces have been disch~>rg­
ing their duties. They are efficient, well-meaning, keen and ready to under­
etand and appreciate the co-operators' point of view and to try to make 
adjustments, wherever possible. It is not their fault that the movement has 
not a-chieved the success it should have achieved in the last 40 years. It is 
·the wrong policy and the wrong principle that are responsible for the poor 
'results ana not the personnel. It, therefore, appears to me essential that a 
clear enunciation of the policy of de-officialization should be made and a clear 
change of tone indicated by· suitable action, so that· while the State officers 
continue to discharge their statutory ·duties, the co-operators ca-n increasingly 

· look to their own federation for inspiration ..;,d guidance. 

1 will riow hriefly summa-rii~ my c reconll'nenilatio~s :__:_ 

(i) Forty yea-rs of the failure of the State controlled movement 
makes it imperative that a policy of withdrawal of controls and 
progressive de-officialization should be actively pursued_ 

(ii) The great expansion and diversification of the movement under 
post-war planning schemes, makes the pursuit of this policy 
more. urgent. 

(iii) The Regiatrar should confine himself strictly to the performuee 
ot his statutory duties only. 



(iv) 

(v) 

(vi) 

(vii) 

(viii) 
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The Provincial Co-operative Institute, . with. a ~uitably changed 
constitution if necessary, should, be entrusted mth the perfonJ?.· 
ance of non-statutory functions:-

(a) Propaganda and organization, 

(b) :F'ocussing of co-operative opinion. 

(c) Supervision. 
The Registra.r1s di~cretioruuj powers about registration. of by­

laws and their subsequent amendments shoul.d be .w1thdra~n, 
provided such by-laws or amendments are not mcons1stent w1th 
the Co-operative .Societies Act. 

Section 32 0f the Co-operative Societies Act, 1912, 
amended so M to permit_ larger societies a measure 
1n the investment of their funds. 

should be 
of freedolll 

The Registrar should be given by statute the right to inspect new 
societies for the fuost 10 years. 

Co-operative education for all types of workers in the provinces 
including the Provincial Co-operative Colleges should be entrusted 
to the Provincial Co-operative Institute. 

(Sd.) R. L. KAJ;t. 

Bombay, 21-12-1945. 

C. NOTE OF DISSENT BY lVIR. SIDDIQ HASAN, Ul.S., REGIST­
RAR, CO-OPERATIVE SOCIETIES, UNITED PltO!VNCES . AND 
MR. _M. R. BHIDE, I.C.S., REGISTRAR, CO-OPERATIVE SOCIETIES 

·AND DIRECTOR, RURAL RECONSTRUCTION, PUNJAB. 

1. Various attempts have been made in the past to analyse the problem 
of rural indebtedness and agricultural finance in this country and to suggest 
solutions thereof. Nicholson's Report of 1895 and the Banking Enquiry Com­
tnittee Reports of 1930 are well-known doclllllents on this subject. The ;prob­
lem has again very recently been examined by. the Agricultural Finance 
Sub-Committee of the Policy Committee on Agriculture, Forestry and Fisheries. 
Th~ Report of this_. Co~!ttee, which was presided over by Professor Gadgll, 
~as We availahlil to us. 

, 2. We are. fully conscious of the foot that a separate Committee wit.h special 
terms of 1•eference was appointed to examine the question of agricultural iinanee 
in detail and as such it inight appear that i>nr Committee, which was tO ei­
nmiue the question of Co-operative Planning, should treat agricultural finance 
as outside its purview. To our mind, however, this is not the case. Credit 
fer~ the central point round which everything revolves in a business activity. 
J\wicultu,... l:" Qi' should also b.e a business proposition and, . th~refore, no ex­
ception to thiS rule. Any measure, tberefore, tha:t seeks to find ways and means 
of agricuftural inlprovement, be it co-operative or otherwise, must take the fullest 
~ogpizance of the conditions on. which finance is or can be made available fo.r 
~gncultural op<>rations. Tl!is fact is so universally recognized that we consider 
tt t1nnooessary to labour on this point any further. 

3 .. There would be little point in going into tillS qnestio;, fu detail if we 
were. to accept· the basic recoinmenaatio'il: of the Gadgil Cominitt~, ·:na:meJy, the 
startmg •of A_gricultural Credit Corporations. ·We. -wer<~t,. hoWe~r, all agreed 
that on practical and theoretical grounds there wio.s little' to be sni'd in favour 



of ·tho .Agticulturru Credit Corporatio~ and in para. 4 ot Chapter "tti have said. 
so giviog four reasons very briefly. The Report of the Gadgil C<lmmittee is ln 
gre11t detail and thoroughly analyses the problem of agricultural finance. The 
Qomwi.ttee has given its reasons in support of its basic recommenadation, namely, 
the starting of Agricultural .Credit Corporations. If, therefore, we are to turn 
down that recommendation of the Committee, we must give full reasons for it as 
otb.crwioc our opioion can have very little value. We realize that some of the 
members of our Committee had already expressed their definite views as members 
!)f the Gadgil Committee and it was difficult for us to convince them that the 
basic recommendation of the Gadgil Committee was not practicable. We also 
realiZe that it was difficult for them to accept any views or conclusions that were 
fundamentally opposed to the recommendation of the Gadgil Committee, whose 
Report they had signed. Efforts were made to !iring about some agreed conclu­
sions but this was obviously impossible as there could be no compromise when we 
differed on very fundamental questions. We :are, therefore, of the opinion that 
we cannot divest ourselves of the responsibility of examining the question of 
agricultural credit in detail. In the existing conditions in the country, the role of 
Co-operation is and will for a long time to come, be predomioantly in the rural 
field. A vest majority of the .co-operative societies are either entirely or almost 
entirely dealiog with credit. It is, therefore, obvious that the success or other­
wise of any plan of co-operative development will be largely dependent on the 
conditions on which finance is available for agricultural operations. In short, 
the recommendations we are making in the body of our Report, are fundamentally 
dependent on the credit strncture that we visualize should be obtainable in the 
country for the finance of agriculture, the largest national industry and we con­
sider that for any advance in this direction, a proper and sound system of ~­
cultural finance is the sine qua t1on of progress. We have, therefore, no choice 
but to offer onr views on the problem as best liS we can. This note is, therefore, not 
really a Mioute of dissent but a Minute explaining in some detail our reasons 
for turniog down the proposal of tile Gadgil Committee with regard. to the set­
tiog up of Agricultural Credit Corporations. Other members of the Committee 
have also come to the same conclusion, though they do not, wrongly in our opioion 
consider it necessary to give reasons in detail :for disagreeing with the Gadgil 
Committee. 

4. In dealing with agricultural finance, two fundruuental facts must he kept 
in view, firstly that in most parts of this country ~agriculture is a deficit economy 
and secondly that the number of persons requiring agricultural credit runs into 
millions, They are spread over lakhs o£ villages and are mostly ignorant, poor 
and illiterate. Any system of agricultural finance, therefore, that we adopt must 
neeessarily be such as to make finance available to agriculture at a cheap rate and 
at the same time !!lUSt aim at protecting the agriculturist :f'ro!Il any advantage 
~~hit tak~ti of hili wealmeSS: . · 

. . ' . ~ . ; . . 
5. In a credit transaction there are necessarily two parties, namely, the 

lender and the borrower. The social philosophy of laissez-faire left the two 
parties to strike their own bargaill and considered State intervention unnecessary. 
That philosophy ,has undergone radical changes and in every country in the world, 
the State has interfered to. a i!maller or - greater extent. The State, las the 
guariliaa of social justice is morally bound to prevent the · exploitation of the 
poorer and .weaker seetion of the population by the richer and stronger section. 
In: 'tHe· laSt 00 years in India; the· $fate has also. interfered on 11 'progressively in­
creasing seale. and there is evert reason to believe that this interference will in-
1Tease· Ui tire near· futiiie, oii the retiilii' 'ot popular inkistries b the provinces. 
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6. Keeping these important points in view the following credit systet1111 eau 
be visualized :-

(a) The simplest system is where transactions are between the lender and 
the borrower on an individual basis. This is generally kno~ ~ 
private money-lending and is almost universally prevalent m thiS 
country. 

The private money-lender is ubiquitous. He has been financing a;¢cult~e 
in India. from times immemorial. He has personal relatiOns Wlth 
his debtors and his methods are free from the rigidity of red-tapism. 
He is firmly entren.,hed in the country-side and cannot be rooted out 
for a long time to nome if ever. In no country in the world except 
Russia, where conditions _.are exceptional, has it been possible to 
eliminate the private money-lender altogether. For our agricultural 
finance, therefore, the agency of the private money-lender will have 
to be tolerated for quite a considerable time to come. It must, how-

. ever, be acknowledged that the methods employed by the private 
money-lender have been obnoxious without exception. Consequent­
ly it will be necessary to exercise a very strict and vigilant control 
over his activities. This line of policy bas been accepted all over 
India and in most of the provinces legislation has been enacted to 
regulate the activities of the money-lender in the interest of sound 
agricultural development. We consider that these regulatory legis­
lations will have to be further strengthened and wider publicity 
given to their provisions in order to educate the cultivators in ob­
taining the fullest advantage of these legislative measures. We 
agree with recommendations Nos. 61 to 64 of the Gadgil Committee 
in this respect (paras 12 to 18, pages 54-59) . · · 

(b) A further variation of this system is where the lender is not an indi­
vidual but a combination of individuals. This is known as insti­
tutional credit. Bo far as 'Bgriculture is concerned, institutipnal 
credit has not developed to any considerable extent in this country. 
Although joint stock banks are lending against agricultural pro­
duce to a greater extent than before, they do so only 
against the produce which has already left the hands of the culti­
vator and has come into the hands of the trader, the middleman in 
the market. Under these conditions practically no advantage can 
be taken by the cultivator of the credit so provided by. these insti­
tutions. The chief reason for this state of affairs is that marketing 
of agricultural produce has not yet been properly organized. There. 

· ~e · no licensed warehouses, and generally speaking no institutions 
with which the agriculturist can pledge his produce for an advauee. 
Attempts have recently been made particularly in the United Pro­
vinces and Madras to organize marketing on co-operative lines and 
thus make finance from these institutions available to agriculture. 
These op~rations, however, form an insignificant proportion· of the 
total busmess involved. The main o\Jstacles in the way of 8ucli 
development are the Jack of proper standardization of products un" 
regulated mnrketin~r, absence of warehousing facilitie.; and .,.; the 
natural result of all these factors, the total absence of agricultural 
paper !rom the money-market. Even in the U.S.A., a country 
mo:e highly developed than India., it was found that lack of proper 
llgrlcnltural p~per was one of the main diflleulties in the development 
of. S?und agn?ultur'!l finance. We me, therelfore, stroogly · of the 
opm!on that unmediate steps . sho11ld be taken by all pro­
vm.cial __governments to organize marketing on proper lines, to set 
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up a chain of warehouses in the country-side and ~us help to bring 
into existence proper agricultural paper. Finance by joint stock 
banks and ultimately by the Bank of Issue, namely, the Resel"V'Il 
Bank ·of India; will thus be available. We generally agree with 
reco=endation No. 59 of the Gadgil Committee (para 5, pages 
50-51). 

Under- the third system the credit institution is entirely State owned. 
The welf-known example of this system in modern times is that of 
Russia where the State provides the neeessary finance without the 

· assistance of any other agency. trhe Taqavi system prevalent in 
lall the provinces in India is another instance of this type. There 
is a good .deal to be said in favour of State managed institutions · 
provided proper arrangements can be made for cheap finance to 
reach the agriculturist without delay and difficulty. It is here, 

_however, that the greatest drawback of the system lies. We shall 
be reverting to this question later on in the course of this note. 

The next alternative· is that of the combination of the State with a 
group of lenders lending either to the individual borrowers or to a 
combination of these borrowers. This system was tried as early as 
1860 in France when the Credit .Agricola was organised. "It was 
to he established by the intervention of Government, subsidized to 
some extent by it, managed by a Governor appointed and dismiM~­
ble by the State, and yet be a p~vate joint stock institution admi­
nistered without State control and prospering entirely on its own 
resources." Co=enting! on its achievements, Nicholson remarks 
" the society not only failed disastrously in 1876 but it never dealt 
to any .extent with agriculturists, owing partly to the highly com­
plicated lllJ!.Chinery neeessitated in the issue of small jolinB by a 
central institution; expenfjes to borrowers were very high, reaching 
even 101 to 12 per cent.. The society. failed to penetrate into the 

· rural tracts and to bring relief to the medium and petty cultivators 
who as in India form by far the greater part of the agricultural 
.population." . 

A later example is that of the Agricultural Bank of Egypt which was set 
up in 1902 and in which half the capital was subscribed by the 
State. This Bank has now been working for some time in that 
country but the .achievements of the Bank so far do not appear to 
be of a high character. About the working of this Bank it has been 
remarked that in many cases "the cultivators misapplied the borrowed 
money to unproductive purposes such as ceremonials, domestic! 
joys and litigation oftoo arising from bopndry disputes. Over­
due arrears began to rise from year to year, foreclosures and sale 
on a large scale followed with the help of the local magistrate." 

It will not be out of place to make a reference to the recent history of 
agricultural credit in U.S. A. In that country, the Federal Farm 
Loan System came into being in July, 1916. Under this Act a 
Federal Farm Loan Board was created. This Board consisted of 
seven members with the Secretary of the Treasury as the ex-officio 
chairman of the Board. For the effective working of the system a 
Federal Farm Loan Bureau was organized. This Bureau worked 
under the direetion of the Board. The members of the Board were 
appointed by the President for a fixed term and were full-time 
employee..._ The Board had vast powers of supervision. and control 
ovor the . entire aystem. · · · · · 



.Af.tfl~ 10 yerp:s' worki.tlg, )lowevl!l', it was foUl1d th_at the ~stem of super­
, · vision' pwvideQ. by the Board was pot satisfaetory. • Co~ently 

in ')J)llli the · Co11gress $et up a separate br&J~ch for mspeetion and 
supervhlo11 of t}w entire ~stem a11d prqvided the n~ ~da 
;for the purpose. Under this system the U.S.A. was div1ded· mto 
12 districts. In esch district, a Loan Bank wa;s jnspituted known 
as a Federal Loan Bank. The management of the L0a11 Bank was 
in the hands of the · directors holding ol!iee fq;r a ffl<eli • and 
were to represent the shareholders consisting of F~ Lollll ~sso­
eiations and oth..- individruUs. Large ~ds wm:e m,ade available 
by the State to these Bank,s. Later Pn, howe~, i!l1933 a F~rm 
Credit Administra.tio11 Act was passed l>y the Congress which 
completely centralized the whole system and in tJ!e ,el).(l has resulted 
in Stste management of the apex orgl!lliZilti!l», 

!1,1 N cw Z~lru)d ,!!I so UJe systeii) started 0n the I"'D.!e !llOdel as in the 
. · U.S . .';\. but has nqw peen completely ~ed intq & Stste organ~­

zatioll working through its branches. From these examples, 1t 
wiU be seen that wherever groups of ).e11ders with State he)p, are set 
up to ;function as the i)Ilancing agency, the interests of ,the borrowers 
•uffer. The above experimepts which have been tried in other 
OO)Intries SQ f&r give ·US nttle !)ope for attempts .On t)lese lines deve­
loping into a S~~tis;faetory !inS!lcing agency. for the agricultural 
needs of India. We now .propose to jlescr1be the p;roposals of the 
Gru)gil Coll)lllittee ;in t!p.s reo;pect. · 

. The Con;~mittee recommends t.he organization of Provincial .hgricultural 
Credit Corporations at !east half of whose eapital is to lie held by 
the provincial government and which is to · operate titroughont the 
J>rovince, through a ne~rk of local agencies and · sub-agencies. 
The conduet of the all'mrs of this Corporation is to be in the hands 
of ·executive 011ieers appointed for a term of years by the p:rovineial 
government, while its poli~ will be framed by a boud . eonsisting 
chiefly of the nominees of Gowrnment and representatives of other 
shareholders. The Committee recommends that half the share 
capital should be held by the State while the other li!Uf should be 
held not )Jy private injlivjdnals )mt by selected credit institutions, 
chiefly joint stock bS!l~, co-operative l.>ailks .lllld marketing 'organi­
zations. 1t is also proposed that the policy of the Corporation 
might -have to bp, so framed that the share eapital would not earn 
divjdends in the early st"«es. The Committee feels that commei"eial 
a,nd industrial banks would not object to this and would lend a help­
ing hand to agricultural ftnance. We do not shars the optimism of 
the Gadgil Committee in ·this respect 'alld feel that commercial and 
ind1,1strial banks would not ~,ome in on these terms upless compelled · 
by law , to· do so. . 

• • r ' 

Th~ Corpora~ion ~ modelled on the lines of the Credit Agricole in Egypt 
· and differs m · ~y respects from agricultural corporations ~t up 

by oth~ countries, e.g .. Canada, w.i)ere the share capital is eBtirely 
o~ by the Stat.e.. This. Corporati<,>n, aecordi!lg to the recommen­
datmn of. the Colllll!ittee.- lS to £unct1on through lQcal ,agencies and 
sub-agenc~es and this will mean the appoint)nent of a very large 
staff for .tts day to day workiul!:. The Col)llllittee propQSes that the 
Corpora.tion shonJd deal with individual borrowers although tbe ideal 
to be ~ed a.t lS to lend through co-operative .societies or. :in the 
alterna.tive to organize ·the individual borrowers into bonowers' 
gronps. · -The recommendation of the Committee epvisages to a 
large extent the disappearance of All!ll.tral ~a,neing ·instii)ltiOils in t11e 
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nature of co-operative central banks. The Committe proposes that 
the Corporation shouid lend at 6i per eent for current finance and 
at 4 per cent for long-term loans and :recommends larg&-scal~ Stste 
IISSistance to the Corporation to et)able it to do so. Such. RSSJStance 
will partly be direct and partly indirect and JDay ta,ke vanous forms 
lParas 22, 27, 28, pages 37 to 39). FwtheJ: State ,assistance is also 
recommended to enable the Corporation to meet the }l.eavier costs of 
admisJ,istr~>tioQ. .such ~ JDainteQ.ance of agepcies Rl).d offices .and col-
le~t~op of loans, .~c., in l,ess develop~ tracts. · · . · 

(e) 'The last alternative is that of borrowers orgonizing themselves into 
groups and negotiating for loans either from individuals or from 
groups o£ individuals, naJDely, the credit institutions.. This in effect 
is the system ·of co-operative finance. 

. 1. We now proceed to examine the suitability of these alternative methods 
as the agency for the supply of agricultural ·credit in India. · 

. . . 

.About private m.oney-lending and credit through joillt stock institutions we 
.need 11.<1.d no more to what we have already Sllid. As regards the reJDaining Uu-ee 
agencies, r;iz.; t pur~Jy _Sta,te organiz:ltion, a Stafe-<;um-le~ders' o;ganizatioJl. and 
a l!l)-operative organ1zahon, the questwn )las to be VIewed m the ).ight of the con­
ditio~s prevalent in India. It must further be realized that there are three' stages 
involved in a 'system of agricultural credit, viz., (a) the primary stage of the 
ultimate borrower, (h) the secondary or intermediate stage of the district' or 
tahsil organization and (c) .the provincial or the apex organization . . 

(a.) l'rimary urgamzlmon. 

l;l. Finan.ce can reach .the eJJit.ivatol'S. ~ith.er .i,!l4ividJJally <>r Un-ough groJJps 9f, 
bo,rrowers set Up Oil. hoo Or· tlp:o\'gh propel;'ly prgani.zed co.,operative mstitutJons. · 
Under the U.S. A. htel'llllldia.te Credit l-<>ans Act advances could <>nly be mad~ 
to· inembers of Loan Assoc4Lt.ions which W!)re eQ->Op!ll'ativ~ organizatiollS out llll.d 
<>Jlt. Under .the ,C,red,it Administration Apt o~ 1,933, thotlj;:h prov;ision was made 
for di.reet loans t<> mdividJJal,!; by the .apllX c.rgll.llization, thi!l prov;ision has not. 
adversely ll,ffect!!d th11 I!YSWm o{ ,advB.I;ICI!S tlu-ough ~n,s llll.d qwte & ~~~­
:;iderable proportion of agricultural eredit j~ tJt.!lt ~O)l1ltry is still .thro:D~r\1 
" loeals ", the land associations. Furthermore, in most parta of the U.S. A. 
agriculturists do not live in villages but Hve ori 'their indiviclu&l farin estates widely 
separated from eaeh other. 'The idea of :a eOJDmon 'Village and common village 
life is .alien to .<).merican .agric).l]tJJrists. Jndill!l conditiollS on t,he other hand are 
very different from those in the 'United States of America. ·:Hem· the village . 
.exists with its own life and has its own economic, social and religions organiza­
tions.· Secolj.dly, the unit of hold~ in Indian villages is very JDnch .SJDaller than 
that in ~;~ew eoJJntrles like the U .S,A. Conseql)e~tly, eredit transactions with 
.millions of illiterate persons will be necessary. · 

.9. While .tberaor" the sy.s1;em. <lf !ll'eilit ·based on· advanees to individuals 
-di~:ect by .the apex orgapizatjon may succeed .to a limited extent in America, that 
will llOt be so in Indian .r.onditions. . l'he anxiety of the U; S. A. Government to 
set up co-operative organizations for agrjc,UtJJTal ..advances. by. means .of .active 
Stat~ help and encoJJragement further shows that the sy,stem of a pill< organiza­
tion dealing with individu'als through branches or SJlb-ag•mcies is ,n(\t always a 
satisfactory one. · ' 

.10. The .example approximating to our eonditions is that of Egypt. There 
ihe Agricultural Bank provides ilinance through its branches which obtain the 
lJClp of .tbll lo.cal village officials for the appraisement and valuation of the seen­
rity. We :have seen that this system suffers froll). the daeet 9f lack of proper 
-supervision over the utilization ,of the lo~ ,and !!Oil,sequenily !IAEJ no~ ~lW iD 
11n:v ma'l'ked development of IU!'rlenltnre. · · 
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. 11. At the primarY level; therefore, any agency th9:t attempts to advance 
loans to agriculturists will have to reckon with the followmg facts :-

(i) As the holdings are small, the size of individual loans will also b<; small 
and consequently their numbers large. For the proper scrutiny of 
the loan applications an adequate machinery will therefore have to 
be set up. . 

(ii) Purely from the financial P.o!ot of view the~e. a~vances will not be 
safe if there is no snpemsron over the utilization of these loans. 
Only that system of agricultural credit can be regarded satisfactocy 
which· leads to agriCUltural improvement and consequently any 
method which only repeats the mistake of Egypt, as mentioned 
above must be "regarded as inefiective and unsatisfactory. 

12. It is obvious that a paid agency that will he able to scrutinize millions 
of such loan applications and will further have to supervise the utilization of. 
these loans must be very large an~ consequently the expenses of this agency will 
be very high. We have seen that in France tn~se expenses reached the t;emen­
dous proportion of 10 to 12 per cent of the capital Jay out, and feel certam that 
in the case of India the expense ratio will be equally high if not higher. That 
consideration alone rules out the choice of any such agency for our agricultural 
finance but that is not all 

13. An agency which owes its allegiance to a body not locally controlled 
suffers from the defect of departmentalism. It soon gets into a rut and moves. 
only along the set gr!'ove. It. !s impervious to new i~eas and cannot e~ily 
'adapt itself to changmg conditions. Its roots are not m the country and it is 
widely separated from the people whose needs it sets out to serve. The local 
oflicial employed, therefore, becomes a symbol of anachronism and as his acti­
vities can only be subject to control by a body tbat is far away, he sooner or 
later degenerates into 111. local Hakim. It is. under such a system that corruption 
becomes rife and tyranny of the petty official prospers. 

14. If any justification were needed for these observations, the example of· 
i'aqavi loans could be cited as a case in point. There is general agreement on 
tbe point tbnt the system suft'ers frotn inordinate delay in the grant of loans . 
and from the malpractices of the lower officials. 

15 .. We are, therefore, convinced that for a satisfactory system of agricultural 
eredit it is necessary to employ an agency which will be-

(a) able to command the services of honorary workers to a considerable 
degree, 

(b) will allow the fullest opportunity for local opinion to be mobilized 
to watch the day to day working of the system and to keep it on 
the right track by means of full publicity and healthy criticism, 
and 

(c) will provide for the direct plll.rticipation of the persons affected, fliz., 
the borrowers in its running. In other words the system must be 
snob as will be the servant of the borrowers and not their master. 

(d) it must provide for an efficient and trained technical personnel which 
though subject to the control of the representatives of the people 
must have the necessary security of service and must be protected 
against any victimization due to local factionist influences. 

16. It is obvious that to fulfil the above conditions the only system that 
human· g~nius has. so far been .able to devise is the co-operative method. Even 
the· Gadgtl Comrmttee faced With this problem were compelled to ackn1 wledgc 
this f1111t in the following terms :- · · 

. - - , ~ .. ' ' ' 

. "tt'heoretically; 'the ideai ·agency for the pifrpo~ would ' be . a tomplete ;. 
S)'Stem of oo-operative 11nanee." (Page 28, para 5). · · 
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• • 1They, •. ~er observed thiLt :c-

"There is ·little doubt that the best solution for this problem would ·be tG 
induce such cultivators to :form themselves into co-operative credit societiee 
which are financed by the m-operative central financing agencies or, if need be, 
by the State Corporation. In case it is impossible to form co-operative eredit 
societWs in all such areas it will be necessary to create some kind of borrowers' 
organization, the interests of the borrowers go bY. the board. The group then 
and the large numbers of agricultqrists-producer-borrowers scattered over the 
co$try-side. 

·" The main services that such borrowers' groups might perform are thos<) 
··of collecting the applications for loans and the information required in nspeet of 
"them for· all producer-borrowers in a locality and transmitting them to the lend• 
ing agency. It might begin by being no more than an agent of the Corporation 

. for joint transmission of applications and information and might slowly take 
on other functions or develop into an independent o,-ganization." (Pages 35 and 
36, paras 18 and 19). 

17. We are, therefore, of the opinion that for a satisfactory system of agri•· 
cultural finsnce, it is necessary at the primary -level to organize the borrowers in· 

. such a manner that the services of honorary workers are available for the scrutiny 
')f, applications, for the supervision of ·loans, -~to. · 

There are two ways of doing this :-

(a) to organize ad hoc groups of borrowers and charge 'them with the res. 
ponsibility visualized by the Gadgil Committe... This though a slight 
improvement on the· system of " Zangira Bandi" tried for Taqavj 
advances will suffer substantially from the same defects, 

(b) the group so set np is formed ad hoc and bas no system behind it. 
It has no rules for its own formation. In technical language it 
has no by-laws l!ke those of a co-operative society. It is just a 
mushroom growth and consequently allows personal nnd indindual 
interests to dominate it. 

18. It may, however, be argued that these groups need not necessarily be 
without rules and regulations. . Even if they have these rules and regulations 

·two questions arise : (i) the agency that is going to frame these rules and (ii} 
the organization or the service which will see to their enforcement. If the 
agency prescribing these 1'llles is going to be the "group " itself, it is in no 
way different from a co-operative society. It is just a eo-operative o1-ganization 

. without its name; . If, in .the alternative, the rules are prescribed by the lending 
organization the interests of the borrowers go by tb.e board. The group then 
:functions as an agent of the lender and has little responsibility except the reali-

-~ zation that the group as a whole may have to ~e good any losses that may 
· accrue. Ftl'rthel', as the responsibility of each member of the g~.·onp vis·a·vis 
·,the other members is determinable by the " principal" qnd not by the agent, 
· the whole group is completely at the mercy of the lender. Obviously, therefore, 
" imch a system far from being the ideal is not even ll. desirable one. As regards 

the agency that should be employed .to soe to the enforcement of these rules if 
it is an agency paid and controlled by the lenders' organization, the observatiolllf 

·:that we have made earlier in this note will apply. On both these considerstions 
. we are reduced to the irresistible conclusion that the idea of the "borrowen' 
, groups" for the provision of agricultural credit is one of those half-baked ideas 
which have been tried and found wanting before and which is being suggested 

· tagain for trial not because logic and reason le!l!l one to that conelnsion but be­
eause the authors fight shy of " the ideal agency " or "the he!t solution " be­

'4&1188 of its nama. 
lM9MofAgri. 
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19. In addition to the reasons given abu•o; >ne . pr?posa..t to start CreW.~ 
£erporations in aU the provinces has other serious obJectrons :-

(1) The Credit Corporation will obviously only ~end to credit-wo~·thy 
persons which generally means persons wrth property. A~rcul­
turists with little or no property will therefore get. no li!SSISt~nce 
from it. Go-operative societies in rural areas certamly take mto 
account the assets of the borrower but that is not always the 
most important factor considered by them. It is not so much the 
assets of the man as his character and earning capacity which guide 
the society in dealing with bis loan application. 1n effect, therefore, 
the Credit Corporation will only lend to persons with tangible 
security and, therefore, persons without such assets will get no 
help from it. 

(2) Direct lending by the Credit Corpor·ation to individual boffl>wers will 
result in serious damage to the existing co-operative societies. 
Theoretically the Corpor·ation is to function side by side with eo­
operative credit societies as an alternative agency. The Gadgil 
Committee recommends that the Credit Corporation with the assist­
ance of the State should lend at t.he rate of 61 per cent for current 
finance, a rato at which existing credit societies are unable to lend. 
The Credit Corporation will only be able to do so as a result of large­
scale assistan~e by the State (paragn-aph 2tl, pag<e 37). Wi'th 
such State assistance the Corporation will attract all credit-worthy 
borrowers who will either not join societies. or if already mem~s 
will leave them. As a result co-operative societies will be left 
almost entirely with the non-credit-worthy borrowers. This will 
mean thnt sooner or Inter the Co-operative movement will have to 
be wound up. If the proposal were that eo-operative societies 
should be wound up as they have hot been able to tackle the prob­
lem of agricultural finance on comprehensive lines and that they 
should be substituted by this new agency, one could understand it. 
Tl1e Gadgil Committee, Jwwever, docs not say so. Its proposal 
thus amounts to the State starting a third alternative' ag<lncy in 
the rural areas at a large financial cost to the Stat~. We have also 
throu!l'hout our Report suggested large-scale assistance to the Co­
operative mov001cnt at all stages including 'the primary stage pf 
.the village society. If the recommendations •of our Committee as 
well as those of the· Gadgil. Committee are a.ccepted, i6 would amount 
to the State financing ·on a large scale two agencies which in actual 
practice will complete with each other and will certainly supple­
ment each other to any· large extent. It is absurd to expect the 
State to finance the Credit Corporation knowing that it will thereby 
seriously affect the growth of the Co-operative movement for the 
expansio~· and impr?vem~nt of which th~ Stat.e has been giving 
·SOme a~stance and ·1s · bemg asked by 11s· m nn~· Report to increase 
·that ass1stauce a great deal. 

(B) ThC ·existence of two such agcnc1es is. also likely to encourage dupli­
cation in ,borrowing, once from the co-operative societies and onee 
from the Corporation. Our experience has shown that people .have 

. joiried: societil'S and borrowed from thein iu addition. to borrowing 
f1•om ·the village. money-lender. It. is ditncult to prevent such bor­
rowing from' two agencies and exactly the same thing will !Iappen 
if a thil.·d agency as pr·oposed by the Gadgil Committee is set up. . 
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'(4) ~Throughout the body ~f our Report we ha.ve la.id great 'stress on credit 
societies taking up other functions and in pa.rticular, ma.rketing. 
The Gadgil Committee does not make any definite suggestions as to 
how provision of credit by the Corporation is to be linked np with 
marketing. Our CoiDIIlittee has recommended (paragraph 20, 
Chapter V) that loans should be given by co-operative societies to 
their members on the specific condition that they market their larm 
produce through the primary society. The primary society will 
market the goods through the marketing society which after the sale 
of goods has been made, will pa.ss on the money to the primart 
society. The primary society will then recover its dues III\d pa.y the 
balance to the member. Such linking of credit with marketing will 
be possible only if the credit and marketing organizations are close­
ly linked and working together under the same agency. The Credit 
Corporation will not be able to lay down any such conuition and 
will in any ease not be able to enforce them. This is a very serious 
practical difficulty and in our opinion is almost insurmountable. 
We shall come across similar difficulties though perhaps to a lesser 
extent in the case ·of other activities we have recoommended the 
primary societies to take up, for exrunple, collection of milk (para­
graph 6, Chapter ill). 

(5) The Gadgil Committee has made no suggestions as regards the deci-
sion of any disputes that may arise between the Corporation :and 
the borrower and a.s regards the recovery of its dues. At present 
all disputes between a co-operative soeiety and its members in con­
nexion with the business of the society are decided expeditiously by 
arbitration under the Co-operative Societies Act. As regards re• 
covery, in some provinees awards obtained are executed as decrees 
through civil courts, while in some others, dues of co-operative 
societies are recovered as anears of land revenue. In one province 
co-operative officers have been invested with powers of civil eourts 
for the purpose of rceover.v while in another, a special system of 
certification is prevalent. If the Gre<lit Corporation really begins 
to function on the. scale visualized by the Gadgil Committee, there 
will be thousands of disputes whiJlh will require adjudication. It 

· might be suggested that these disputes may also be settled by arbi­
tration but that will be difficult. Iu the case of a. co-<>perativ~ 
society disputes can easil:r be settled by an arbitrator. who belongs to 
the village and is well known to the parties and ·enjoys their con­
fidence. This will .not be so in the ease of a. Credit Corporation 
which will largely be a- lenders' organization. A1l regards recovery 
of d\!es of the Corporation, it will, in our opinion, be highly undesir­
able to provide for recoveries ss arrears of land revenue. Such 
an arrangement may he justtfied if the Corporation were an entirely 
State owned body or in the case of a co-operative society, but not 
in the ease of a semi-public Corporation whieh will have the in­
terests of the lenders at heart. This will, therefore, mean that re­
cowries will have t<l be made through civil courts in the ordinary 
course and this will result in heavy expenses on recoveries and 
harassment of the debtors. The Gadgil Committee has not dealt with 
these two important and practical difficulties which will stand in 
the way of efficient working of auy such Corporation. 

For all these reasons we feel that when we recommend the expenditure of 
~ large sums of the tax-payer's money on promoting a. system of 

finance that will provide the necessary credit to agriculture at a. 
:reasonable rate, it will·not be proper on our part to recollllllend the 
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'' second best " systm in preference to the " ideal agency :• ?~" 
" the best solution of tbe problem." We, therefore, feel tbnt 1t will 
be still more indefensible to recommend the " second best " ns the 
ubiquitous "third alternative.'' 

20. The second alternative is the co-op~rative w:ay .. It. has been ~rgued that 
although the ideal solution is the co-operahve solutwn, 1t 1s not poss1ble to put 
it into practice for various reasons. We shall now take these reasons one by one. 

In the first pl!ICC it is argued that Co-?peration is ·~ voluntary movement ilnd 
j.t will be violating its fundamental conceptwn to make 1t compulsory. Th.e. argu­
~nent is based on the assumption tliat if the agency sponsored by the State 1s that 
of 8 eo-operatiw society, only then persons intending to make use of that agency 
l'o'i!l be compelled to become its members. W.e must frankly confess thnt we ~re 
unable to uppreciatc this argument. :Chere 18 commo~ agr~emcnt on the pomt 
that for a considerable time to come private moncy-lendmg mil hnve to '"·' tolerat­
ed. We nrc further agreed that, side by side, steps should be taken to develop 
institutional credit for agriculture. In addition to these two commonly agreed 
sources of credit, the question arises of providing a third source of credit 'helped 
and sponsored by the State. The Gadgil Committee suggests Credit Corporations 
with borrowers' groups in the v1llnges. To our minds as we have, we hope, clearlY. 
shown 11 bove, the only solution which merits consideration is the co-operative solu­
tion. If, therefore, the creation of Credit Corporations is not repugnant to tile 
tenets of individual freedom and if there is no clement of force or compulsion in · 
that, we fail to see how that charge can be levelled against the co-operative 
method. In either case the intending borrower bas the option of ·going either to 
the privato money-lender or to a joint-stock bank or to the Credit Corporation if 
the Gndgil Committee's recommendation is accepted or to the co-operative society, 
j.f our suggestion is aecoptable. How one of these can be free and voluntary and 
)'et the other compulsory when the conditions are i<lcal, passes our comprehension. 

21, Quite apart from the above considerations, we must admit that we do 
J)Ot in any measure subscribe to the view that there can he no planning for Co­
operation, that all co-operative effort must be left to the spontaneous demand of 
the persons wanting it IIJld that the society or the State should have no ban<l in 
creating that demand or in setting up co-operative institutions. Some very high 
authorities on Co-operation have declared Co-operation in India to be " a govern· 
mental policy" and have more or less dubbed it liS condemnable on that score, 
We at once plead guilty to this charge though we strongly refute the inference. 
1n fnct our grouse is that it is not that measure of governmental policy as it 
~honld be. We do not consider that we need defend that position at all in tbe 

· iorties, of the twentieth century. Even if we leave Russia out of account al­
together, we cannot shut our eyes to the example of that unquestionably demoe­
:ratic country, the United States of AmeriCil. Under the Farm Credit Adminis­
tration Act of 1933, Co-operation has been adopted as one of the corner-stones 
.of governmental policy, nnd the results achieved need no further 11rguments to 
justify such action. Tho appoinhuent of our own Committe., and the whole pro­
fUillllnw of co-opemtivo planning as recommended by us in our R<>port is the 
most complete answer to any such ehargo. In para 8 e>f Chapter II of e>ur Re­
port we have gone to the extent of saying tba€ where a plan for its execution re­
quires tho. co-operation of every section of ·the community, a resolution passed 
by tho' members of a co-operative society who form two-thirds of the community 

· JU\'ected should be made binding by law on non-members also. In the body of 
·our Report we have made various recommendations fo1· the setting up of oo­
or•rntive institutions and have even set targefs for that. This we have not con• 
l!ide:red as unco-operatiw. We, therefore, fail to see how consistent with the 
above attitude we can say that by providing the cultivator, or to use a more high' 
IIIOon<Jing. phrnse, th? '' agriculturist . producer'' with a co-operative ulternatiTII 
as the third altern.atJv? ~en~y for his loans, we shall be cbangin~ the charar.tel' 

. .llt th~c _c_o-operatJve mshtutions from 'voluntary into compulsory organization& 
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upon to spread their activities all over the country in a goven space of time. As 
:we have recommended elsewhere, we visualize that it will be possible to set up 
j!O·Operative organizations in at least 50 per cent of the villages in the eountcy' 
in ten years' time. Even if tliis were not possible, there is hardly any reason to 
suppose that these Credit Corporations will be lllble to set up organizations in· 
villages to a larger extent and with greater speed than the already existing Co­
operative movement. The Co-operative movement exists to a greater or lesser 
extent throughout the country and it is axiomatic that an existing organization 
will do better than a new organization which is yet to come into being. In pro­
vinces like Punjab, the United Provinces and 1\fadras, the co-operative organi• 
zations have already made good progress and can be relica upon to increase their 
activities with an accelerated pace in future. In saying this we are gnided by 
the recent experience of the cane organizations in the United Provinces and 
Bihar. Cane societies have been organized in cane areas practically all over these 
provinces. Starting from scratch in about 1925, they have now grown to such 
an extent that they are dealing with about 80 per cent of the total cane crushed 
by the factories in these provinces. Tho main t·cnson for their success has been 
the provision in the Sugar Cane Control . .Act that no factory will be allowed to 
purchase cane from a member of a sugarcane union direct. In our Report we 
have visuR!ized that in the intmediate future plnnning by the provinces will lead 
to regnlatory provisions for the marketing of all important agricultural produce 
and, therefore, we consider that the atmosphere for the success of the co-operative 
organizations will he more propitious in tintes to come. 

23. The experience of the war years in the handling of controlled articles by 
co-operative organizations also supports the view that under favournble conditions 
the co-operative method can be very successful. Even in those provinces where 
co-<>perntive orgnnizutions have not achieved the same measure of success as in 
the provinces mentioned above, we sec no reason why it should not be possible 
for the co-operative organizations to be l"eorgnuized Ol' fresh organizations started 
where needed. In our opinion the lack of success of co-operative orgnnizntions 
in most areas of this country has been very greatly due to (1) inadequate State 
help and (2) uneconomic unit of work. If, as We have visualized above, planned 
action on behalf of the Stnte for the development of agriculture is coming forth 
and provided that the neccssm·y help which we recommend later is given to co• 
operative organizations, we see no reason why co-operative organizations should · 
not be more useful than any other organization and furthm·more without having 
to lose any of their co-operative character. 

(b) Secondary or Intermediate Organization, 
24. Coming to the secondary stage or tlw central bank level so to say, there 

are two ways possible. In tho first instance it is possible to have them as branches 
or agencies of a central organization. This system prevails in Russia but there 
the conditions are materially different from those anywhere else. Under the 
Farm C1·edit Arministration Act, U.S. A. has been provided :with a centralized 
system but there every State land bank is more or less independent in the grant 
of loans to its " clientele ''. It is not necessary for us to repeat the argnll)ents 
we have advanced earlier in the course of this note against the undesirability of 
keeping .popular control out from the institutions that enter to the needs of the 
masses. We can only me,ntion here that in our view such a system is bound to 
bw inelastic, will cause delnv in the ndministrntion of loans, will lead to official 
tyranny and will he unworkable with the basic organization. Furthermore, 
urtdcr this system it will not be possible to take ndvantuge of local talent. This 
is .specially intportant when we consider the question of local deposits. It may 
be. of importance to note that even now most of the central banks are working 
on. local deposits. If they become part and parcel of a central institution that 
position may not be maintained. 
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25. ~e other alternative is that of the prevalent eo-operative type,. the patte'?l 
on ·which central co·operative banks all over India are now established. This 
syetem has stood the test of time and in our opinion provides a satisfactory 
machinery for the administrat.ion of agricultur~ credi~ .. We! therefore, d~ ~ot 
see any. advantage in centralizing the whole credit admintstratiOn on a provm.cial 
basis and are strongly of the opinion that save for the powers of inspection, 
audit and control with regard to the recruitment of staff and other details,. the 
centrhl banks should be left independent to administer credit organizations with­
in their own jurisdiction. 

(c) Provincial or Apex OrganiEation. 

. 26. We now come to the third stage, i.e., that of the apex org~iza~ion. . It 
can be either a purely State organization or a State:cnm-lenders' organiZatiOn .w.Itl> 
or without a sprinkling of borrowers' representatives, or a purely co-operative 
organization. 

There is a great deal to be .said for a purely State organization ~or ~cul­
tural credit. The apex organization in U.S.A. under the 1933 Act IS virtually: 
a State concern while in New Zealand the apex hank is owned ·and run by the 
State. Theoretically there is no objection to province~ setting up Government 
Provincial Banks for this purpose provided it could be guaranteed that in them 
working these institutions will not suffer from the defects of rigid red-tapism and 
that they will in no way try to deal direct with the individuals. In fact there ie 
a strong body of opinion which considers that it is the function of the State to 
provide the neeesary finance for agricultural operations as other financing agencies 
like joint-stock banks are not prepared to do so on any appreciable scale. The 
State has large responsibilities in this conne:rion and one way of carrying them 
out is to organize such a· Stat., batik. So far the State has taken little or no 
direct interest in the provision of finance for agricultural operations and has left 
the task largely to the money-lender and p_artially to the co-operative societies. 
In the last few years on account of fair crops and high prices, co-operative so­
c1eties, central banks and provincial banks have not found any difficuty in finding 
the necessary finance for their members. This position, however, cannot continue 
for long and sooner or later it will be difficult to get the necessary funds for such 
investment. Many banks are unable to raise capital locally or borrow it from 
the provincial batiks at a low enough rate of interest. If the Co-operative move­
ment is to expand on the lines recommended in the body of our Report a very 
large number of new societies will have to be started and membership will in­
crease to many times its present number. The finance required may not be avail­
able easily in the money-market and the Stste may therefore have to help. The 
State could do this either by guranteeing deposits made with the provincinl and 
central banks or by itself lending the necessary amounts to these banks having 
raised the funds by floating loans in the market. The State has done thiS either 
directly or indirectly in many countries and the ease for doing so in this country 
is vel'l: st:on!f· In practice, however,, we ~ee no. advantage in setting up such a 
State mstttution. Almost every provmce m India has a provincial co-operative 
bank and it i• unnee<;ssary to set up a separate organization in nreference to 
assisting the existing hanks. Where need is felt for stricter State v;gi!ance over 
t~se ~an~s, and we visualize that with the help that we are asking the State to 
give, 1t will be necessary to have a greater measure of control over the apex ins­
titution~, there should be no d!fficulty; in brin~ that about by a special agree­
ment With the banks. Thei'e 1s nothmg novel m this suggestion. After all we 
must remember the examples of other countries cited above. 

2:1. As regards the second alternative. namely, a State-cum-lenders' organi­
~tion '!• cannot support that suggestion. We have already dealt with the variou!J 
difficulties. and defec~ of sneh an organization at the primary stage and it is 
unnecessary tn repeat those arguments here. Experience shows that in any such 
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allian~e the·interests of the borrower who needs the greatest protection go by the 
boHrd. In such eases the whole approach to the question is· from an entirel;r • 
different angle. It is the high dividends and the greatest tangible security which 
81'C the determining factors in the work of any sneh organization. 

We may here cite the example of the United Provinces as late as 1938. Inc 
that year a private limited company in the name of the Industrial Financing 
Corporation was set up with Government aid and Government guarantee of a 
dividend at 4 per cent for a number of years on the capital issued. Th~ company 
was to he managed by a board of directors. Three members of the board in­
cluding the chainnan were to be nominated by Government. The basic idea in· 
floating this company was to promote industries in the province and to make ad­
vances to cottage industries in particular. In 'actual working it was discovered 
that advances to small industries were not favoured by the management of the com­
pany and as a result, Government withdrew their directors from the board and 
we unde1·stand that the matter has been referred to arbitration. We are definitely 
of the opinion that with any such attempt at organization in the field of agricul­
tnral credit the results of the Industrial Corporation will be repeated. T0 our 
minds, therefore, while there can be a question of choice between a State bank 
and a co-operative bank at the provincial level there can be no question of setting: 

. up a Credit Corporation of the type mentioned above. 

28. This brings us to the last alternative, namely, a co-operative bank as the 
apex organization. At present provincial banks in lllrnost all the provinces are 
finding no difficulty in attracting deposits. Actually they are finding it diffieult 
to invest the deposits they have taken and are therefore investing them almost 
entirely in Government Securities. This position it is true, will also chsnge 
and when the number of societies 'and members increase as we have contemplated 
elaewhere in our Report, there may be difficulty in getting the necessary funds for 
making loans and advances to central banks. State assistance. will be necessary 
in that event. This may be either in the form of guaranteeing deposits or by 
way of direct advances. It may also be necessary to nttract more funds from 
joint-stock banks into the Co-operative movement and for this legislation may· 
be required. The law already makes it compulsory for insurance companies to 
invest a large percentage of their life fund in Government Securities and there· 
is no reason why they should not be required to invest a small percentage of their 
funds in provincial co-operative banks. Joint-stock banks may also be required· 
to do so. This is, however, a matter which will require very detailed examination 
and we do not feel ourselves called upon to make any definite proposals in this: 
respect. 

. 29. As we have, shown above, the first step to put agricultural finance on a 
sound basis is the creation of easily marketable agricultural paper. and thll!l 
attract capital on large scale to finance agriculture. It will be seen from the 
arguments advanced by us above that this object can be best achieved if the pro­
vincial bank in each province is utilized as an agency for that purpose. Witli 
that end in view we make the following recommendations :-

(1) If any province is without a provincial bank immediate steps should be 
taken to start one. 

( 2) In consultation with the provincial co-operative bank, the provincial 
government should fix a minimum share capital for the bank. A time limit shonlcl 
be fixed for the sale of these provincial bank shares 1111d any shares remaining, 
unsold at the end of the speciffea period should be taken by the provincial govern­
ment itself. 

. · (3) A minimum dividend of 3 per cent on theBe shares should be guarantee!l: 
by the provincial government for the :6rs6 five -vears. 
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:not likely to be met and, therefore, every penny that is available from co-operative 
societies in the urban areas should, in our opinion, be made available for agri• 
~tnral finance. Urban ba.nks have prospered as well as they have done, partly 
becans.e of efficient management but largely because of the large-scale concessione 
given to them by the· State in the form of exemption from income-tax, registra­
tion fees, ete. . The State, therefore, has a right to ask these banks t&> use theiJ! 
@Urplus fnnds for agricultural finance. Every effort should, therefore, be made 
to keep the co-operative structure as one unit and urban banks should :not be 
permitted to invest their surplus funds in joint-stock and similar concerns when 
the demand for fnnds for agricultural finance remains unsatisfied. The existing 
restrictions. in regard to investment of surplus funds of urban banks should, 
therefore, remain and the relaxation proposed by the Committee should not be 
made. We. are, therefore, strongly of the opinion that tbe scope of investment 
of co-operative funds as bas been proposed in the case of urban banks will be 
derogatory to tbe movement and therefore record our strong disagreement with 
recommendation number (IX) in Chapter XV-C'o-operative Law. 

· 31. In conclusion, we record our thanks to the Chairman and our other 
colleagues for the courtesy and patience they have shown us throughout the! time 
we have had the privilege of working with them. 

12th ifanuilry, 1946. 

(Sd.) SIDDIQ HASAN, 
Registrar, Co-operatime Societies, 

U 11ited Province& 

(Sd.) M. R. BHIDE1 

Registrar, Co-operative Societies, 

aml Director, Rural Reconstruction, Punjab, 
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D. SUMMARY OF CONCLUSIONS & RECOMMENDATIONS, 

CHAPTER II. 
CO-OPERATION AND PLANNING 

Coneln~ The !ltlccessful working of a plan of co-operative developmenb Paragraph 
l)ona & Be-assumes among other things a respo.nsible, democratic ·form, N.,. 
de':f:,ej; of Government, (as it alone creates an atmosphere for the. 4 0 

1• o. development of individual initiative and sense of responsibi. 
lity) and the end of the policy of laissez-faire by the State. 
This means assumption by the State of enlarged functions in 
sphet'I!S like education, communications, health, agrieultnre,. 
industries, etc., and adoption of a policy of active economic 
development. 

8 Planning in Co-operation does not mean a departure fr•>m the 8 
volnntat·y principle governing the membership of a co-opera. 

8 

tive S'Ocicty ; the principle should be respected and no one 
!>honld be compelled to join a society. 

However, in certain activities eilsential for economic pl'Ogress, 
like consolidation of holdings, crop protection or irrigation, 
the desired object may not be att81lled without resort to com­
pulsion. In !ltlch cases, a resolution passed by the members 
of a co-operative society who form two-thirds of the com­
munity sh"uld be made binding by law on non-members also. 
A responsible agency should be set up to determine whether a 
particular· scheme is essential. 
But responsible nation-building departments of the Govem- 9 
ment with a new outlook will be able by means of education, 
propaganda, persuasion, demonstrntion and denial of privi­
lnges to non-members to bring about f;he organization of co. 
operative activities along planned lineg without resort tc com-
pulsion. 

The co-operative society is the most suitable medium fot• the tO 
democratization of economic planning as it provides the local 
unit which ean fulfil the dual function of educating puhliO' 
opinion in favour of a plan and of executing it, 

Large-scale improvements can be introduced successfnlly only 11 
through organized bodies built upon the smallest and the most 
nmner?us economic units. . The Co-operative movemenj; which 
~ec~n~iles the conception of large.scaJe economic planning to 
md1V1dual enterprise and initiative is about the only machi-
nery suitable for the purpose. · 

Co-operative planning like any other kind of planning should 18 
receiv.e direction and guidance from the State. The State 
should nlso edneate public opinion a.s to the most !ltlitable lines 
of co-op6l·ative development and provide the atmosphere and 
facilities for such development. 

However, the co-operative agency ca,n successfnlly carry out 18 
the plans only if it enlists the full. 8Upport of non-official co­
operators both in drawing up and ca.uying out .plans of co­
operative development, 
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Conclu- The machinery of consultation and administration !ihould, Paragrap~ 
slons&Re"therefore, be so designed as to permit constant interchange of Bo. 
commeu-· d .. bt th m· d daUons.No. v1ews a? opm10ng e ween e no n-o cull co-operators an 

the officials. . 

5 

6 

'1 

8 

Any plan of post-war development should take into accollDt 
the proble'u of the resettlement of ex-services persons ond also 
of the utilization of their training and experience in the various 
branches of the Army. There would appear to be a great op- · 
portunity for imparting a \11dcspread impetus to the Co-opera­
tive movement through ex-servicemen and women. 

Every effort should be made to attract such persons into the 
co-operative fold, ~ilher as members of existing societies or to 
start new ones or as staff for the expansion of the movement. 
In all cases, they should be encouraged to invest their war 

·savings and gratuities in co-operative societies. 

Any special assistance given to ex-soldiers should, as far as 
possible, be· given not individually but collectively, preference 
lieing given to a co-operative form of organization. 

The Co-operative Depadment in each province should, there­
fore, arrange for publicity to the Services ; througip the emp­
loyment agencies set up to assist the resettlement of ex-sc1·vices 
personnel ; through Sailors', Soldiers' and Airmen's Boards, 
and by any o,ther means considered suibable. 
The main causes of the limited progress of the Co-operative 
movement in India are the laissez-fuire policy of the State, 
the illiteracy of the people and the failure of the movement 
to tackle the life of the indindual us a whole, !)he other causes 
being the small size of the primru·y unit and 1!Dduo reiiancG 
on honorary services with recultnnt inefficiency in mnnngcmcnt. 

CHAPTER III. 
AGRICULTURAL .f'RODUOTION. 

t4 

t4 

14 

16 

9 A systematic •urvcy should be made by provincial governments 2 
to find out how much of the cxislrirrg culturable waste-land is 
capable of making contribution to agricultural production and 
under what conditioru;. The extension Of cultivation should 
p1incipally be effected through improvement of the yield as, 
in most provinces, a large· pru·t of the unculturable area ~ 
to be cons~rvcd for purposes of re-all'orcstation, if the existing 
tendencies of soil erosion are to be checked. 

tO Co-operative societies should be made the principal agency for 9 
popularizing the use of and distributing improved implemenla 
ns they already play an important part in the supply of farm 
equipment. 
~'he functions of improvement of seed and investigation of ibi 
adaptability to local conditions of soil and climate should be 
undertaken by the Agricultural Department, but tl1e distribu­
tion of improved seed at the commercial stage must be made 
through co-operative societies as the official agency being small 
in size cannot reach all individuals and effectively supervise 
the use made of llbe seed. The distribution of fertilizers should 
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CoDclu· also be arranged thro~h co-operative societies. Schemes forPararrapll , 
afoDB& Re-establishing plantations for the supply of fuel with a view to No. 
oommen- conserving farmyard manure should be adopted all over India. 
datloDBJi'O,Such schemes should be prepared by the Forest Department 

and executed by eo-operative societies. 
Co-operative societies should encourage their members tc make 
use of l"l,'llminous cropg and green manures on a larger scale 
than at present. 

U Works of irrigation should continue tc remain the printa1-y. 2 
~espon.sihility of the State as it alone !has sufficient resources 
tc undertake such works. But much of the field work connect-
ed with the distribution of water, like fixatiqn of outl~ts, allo­
cation of supplies to fields, rrpairs and maintenance o.f chan. 
nels as distinguished from those of the machinery or the head­
works, and asse•smeut and collection of water ratell, can )lo 

, delegated to co-operative societies. 
, Tl1e construction of minor i.I'l'igntion works should be entrusted 

to co-operative societies in preference to individual eontrac­
torg and should be financed either by Government or by co­
operative finu.ncing institutions where lJhcy exist, under proper 
safeguards and on the security of the lund likely tc benefit 
from thes" works. If some plot-holders whose lands are likely 
to benefit from these works refuse to join a co-operative society 
undertaking their construction, the Collector of the district 
should be empowered to make a proportionate levy on them 
and •·ccovcr it as arrears of land revenue. State assistance for 
sinking IVclls should be given through co-operative societies. 

12 A large expansion of t.hc means of communication is necessary 2 
if farm equipment and products are to move freely 'l>itbin tho 
country. TU1e scheme of expansion should be undertaken by 
Government. Tho Co-operative movement can play a useful 
part in the organization of transport co-operatives and labour 
co-operatives for the construction and maintenance of roads. 

18 There should be active participation by the State in all activi- 4 
ties relating to agricultural development, but as the official; 
age~JCy ia gma!l in size and as there al'e certain items of work 
in which success will be achieved better by the voluntary effort 
of noll-officials, agencies which would harness local talent should 
be sought and encouraged. ' The village eo-operative society 
is a useful instrument of economic development. 

14 Ag the supply of credit touches only one aspect of ilie life o£ 6 & 6 
the cultivator the activities of the pri.Inary co-operative socie~ 
ties should be so extended as to cover the whole of his Jtfe. 
The pri.Inary .credit society should, therefore, be reformed and 
reorganized so as to serve as a centre for the general economic 
development of itg members. · . 
The membership of the primary society !1/Jould be open to all 7 
persons residing in its area of operation. The society should· 
be so organized as to have at least fifty members and its area 
of operation should be such as would permit adequate business 
and, at the same time, efficient supervision and eJI'ective 
control. 

15 Where uulimited liability hag been found to work successful- 14 & 15 
ly, no change in the liability o.f the pri.Inary society is called 
for. 
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, Conclu· In most provinces, however,,, unlimited liability has not beenParagrap)l 
'I!ODB&Re-vecy helpful to, ilhe progress of co-operative credit and the llo, , 
d ~=~·=~ trend of thought is in favour of limited liability. Therefore, 
a ' "except where unlimited liability has produced good results, the 

liability of the 1·eformed and reorganized primary society should 
be limited either to the value of shares held by a member or 
to a multiple thereof provided that a substantial part of the 
funds required by the society can be raised through &hare 
capital. 
There may, however, be cases where unlimited liability is more 
npprop1iate ; such cases should be treated by the Registrars 
on their own ruerits and with regard to local opinion and cir­
cumstances. , 

16 An attempt should be made to bring 50 per cen~. of the village~ 8 & 10 
and 30 per· cent. of !he rural population within the ambit of 
the reo1·ganized primary societies within a period of 10 yelll'S, 
in two five-year periods, 'Ihe memberslhlp of a p1imary society 
should be at least tifty. To reach these targets, on an average, 
1. 08 million , persons should be brought into the co-operative 
fold und 21,600 societies organized each year. 
· Govermnent should give a sub&idy amounting to 50 per cent. 9 
of the cost of management to all the societies, existing and new, 
for the first five-years. · 

17 There should be t\vo Supervisors and one Auditor for every 11 
group of 50 societies, one Inspector for 100 societies, one Assis-

18 

19 

tant Registrar for 1,000 Societies and one Deputy Registrar 
for each Revenue. Division. 
Co-operative societies should be encouraged to take up ron- 19 
so!idation of holdings and legislation for 1fue consolidation of 
holdings should be passed in those provinces where no such 
legislation exists at present. 
However, for a permanent solution of the problem of inereas-llO, 25 &ll& 
ed agricultural production, some fOI'lll of large-scale cultiva.. 
tion is necessary. Among the four forms of large-scale cnlti-
vation, viz., collective farming, State farming, corporate farm. 
ing and co-operative farming, the first is not suitable in the 
existing circumstances of India ; the second should not be 
taken up except for purposes of experiment and demonstra-
tion by the State on lands already held by it ; the third is not 
recommended be.cause it Suffers from the usual defects of a 

ccapitalistic organization ; ~he fourth, which does not interfere 
with the proprietary rights of the cultivators, has a fair pros-
pect of success, and should be introduced in every province. _ 
The co-operative farming societi~s may be of any of the follow- P3 toM 
ing four clnsses :--<lollec~ive farming, tenant farming, better 
farming and joint farming. 

-The organization of a co-operative collective farming or a 
tenant farming society depends upon the society's owning land. 
The State, whenever it acquires land, by reclamation or other­
wise, should set it apart for the settlement of ex-s!'l'vicemen 
and landless labourers and when these men are settled, they 
should be organized into co-operative collectiye farming 0:1: 
tenanb far1ning societies, The capital outlay of these sodetiee 
on agrieulturnl machinery or operational needs should be pro. 
vided by the State. 
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Conolu· Co-operative better farming societies Should be more exten~Par&grapll 
PtliB & Be-sively organized. . There should be at least two such societies No. 
==~Hoin each district. The State should provide them with technical 

and financial assistance. 

The organization. of co-operative joint farming societies ~y 
not be feasible in all places in India. A modest bcginnmg 
should be made by organizing two such societies in each suitable 
Uistrict. These societies should be organized wherever possible 

· on the lines suggested in the Report and 'experiments may also 
be made on the lines suggested by Mr. Tarlok Singh, sul•ject 
to such modifications as may be considered necessary in the 
circumstances of each locality. Thri State should promote the 
formation of such societies and give tlhem suitable financial 
w,d technical as.;i;;tauce. '£heir working should be wak.iled 
by the Co-operative De.r-artm.ent w1d, after three years of their 
·establishment, a report on lihem should be submitted by the 
· J) epal"tment to the Provincial Co-operative Conn~ which 
would then decide whether more llt!Oh societies sho.uld be 
ftartcd and suggest sui>able arens for the new soeieti£S. In 
the first few years, tho expenditure of the entire establishment 
of the society should be met by llhe State. The State l!hould 
'J.>fomote the .forllUition of such societies by means of gr>t'lts, 
subsidies and teclmieal assistance, and by rupplying the r.er­
vices of fa.rm advisors or manager or oQher staff. 
The central co-operative bank of the district to which the 
co-operative joint farming society is affiliated should give 
.short-term and intermediate-term loans. Its long-term finan. 
cia[ requirements should· be provided by land mortgage banks 
on the secu1·ity of llllld managed by the society.. A subsidiary 
agreement should be taken from each member authorizing the 
society to pledge Ius hmd for the loans raised by the society for 
lll!ld improvement. If the co-operative banks are mrwilling 
to provide the necessary finance for want of proper security 
the State should, where necessary, provide the long.terin Jlna.noe 
or guarantee tile loans granted by co-operative ba.nks. 

111 111! many demobilized soldiers may :find it advantageous to join 85 
co-operative farming societies it would be desirable to have 
then! trained for this purpose in inlproved methods Of agri­
culture in classes especially conducted for the purpose by the 
.Agricultural Department. 

all Before a co-operative farmiDg society decides to introdu~ 86 
inechllllization, it should apply to the Provincial Co-operative 
Council through the Registrar of Co-operative Societies for 
i~ advice, and, if the Council is satisfied that mechanization 
will impl'Ove agricultural production. on the fann of the society, 
·it should recommend to Government to give necessary help, 
financially and othe1'1visc, for the supply of machinery reqUired 
. by the society. · 

28 The production o£ fruits and vegetables Should be inereased 43 
on a large seal~. 
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uoncJn•. :A.s the first step in a policy concerning the production of fruitsParagrapla 
.slons&R~and vegetables in India, the Agricultural Departments should Jo, 
4:'ij~6~~review the production and requirement of each region, deter• 

• 'mine wl1at increase and of w',hat kind are necessary, and suggest 
areas suitable for grov.ing fruits and vegetables. After th., 
areas have bEen ·selected, Co-operation can undertake the org&o 
nization of fruit growers. 
In every area found suitable for. fruit growing, cultivation of 44 

·fruits should be undertaken through co-operative soeieti~. 

The functions of the societies should be :-
(a) to encourage self-help, thrift and co-operation among 

memberS, 
(b) to act as the agent for the joint purchase of the require­

ments of members, 
(c) to teach members improved met,hods of cultivation of 

fruits, and supply impl~mcnts, seed, manure, grafts, 
insecticides and sprayers, 

(d) to arrange the sale of fruits of members, 
(e) to give loans to members for cultivation, and 
(f) to undertake such other activities as are incidental or 

condncive to the gro"ing and meyketi;ng of fruits.-
The funds required by the societies (a) to finance cultiv11tion, 
:(b) .to J;llake partial payment prbr to sale of produce, and 
(c) _ oo buy, build or lease inexpensh·e plants, should b'e obtain­
able ordinarily from tbe central co-operative bank and for a 
period extending up to seven yem·s. When a sufficioot number 
of fruit aud vegetable gro1vers' co-operative societies have been 
organized in n pm·tieular area, they should be federated into 
Marketing AssoeintiO)JS for co-ordinating the activities of the 
primaries, specially as regards supply of improved seed and 
manure, provision of cold storage· and transport facilitie.; and 
opening sales depots. · Finance for seed and manure and for 
running sales depots should be obtainable from co-operative 
central banks~ ·The State should give financial assistance for 
the provision of cold storage and refrigeration. 

In order: to avoid seasonal gluts and scarcity, fruit preserva- 43 
tion and canning industry should be established. This industLy 
should receive protection against foreign competition. . Where 
_.sufficient cold storage facilities a1·e nob· available on any rail­
way or a.ny other forms of transport service, the fact should 
be reported by the Registrar to the Provincial Co-operative 
'Council which should arrange for necessary facilities. 
The_ Co-operative Department in each province sjhould appoint 44 
-8 Fruit Growing Officer, with tbe necessary staff who will work 
under the Registrar and promote, supervise and guide the work 
of fruit and vegetable growers' co-opm·ative societies. 

The' fruit and vegetable fanns whirh have been organized witlt 41 
the ·as>list•nce of the military authorities should be handed ovt:r 
to. oild maungeil hy civilians including ~x-servicemcn, .on co­
opcrath·e lines. ;u is necessary to -ensure that the ·bent:f!t of 
il\creased production and the experience gained during the war 
should not be lost. 
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Colltln· Where municipalities adopt the '' Green .oen .. SCll.eme, prepar- P~rarraph 
r!llo.IIB&:Ile.ed by the G.H.Q., the Green Belt fanns and industry"shoul!J ·No. 
==~0 be · organized ori co-operative lines. Where land · within · the 42 & 44 

24 · --Green Beit is on sale the municipality concerned should purchase 
it and make it available on easy terms to co-operative societies, 
the membership of which should consist of the existing owners 

· of the plot of land in the area, and ex-servicemen. 

Forest preservation, protection and ma.nagemenb should be tile 46 & 49 
special responsibility of the State. Co-opll!'ative societies o£ 
the owners' of land which is either unculturable .or is. covered 
by scrub jWlgle sl10uld be fo11ned with the objects of planting 
trees on the culturable waste land and improving the scrub 
jungle so as to provide supplies of timber for building purposes 
or for n.,"Ticultural tools and implement, or of wood for fue}. 
·The Registrar of Co-operative Societies should, in consulta-

. tion with the Fore.'>i Department, organiz.e Co-operative Fore:;t 
Development Societies in snitable villages in which surplus 
land for afforestation is available. 

~ Co-operative societies should also be formed in th~ villsgoo 50 
which suffer from excessive erosion a:nd have been badly cut 
·up by ravines. .A scheme in each 8Ueh village fot the pro­
tection of ravine lands should be prepared by the Fore3t De­
··partment, and its execution entrusted to a eo-operative society 

of the owne1·s of the land, under the supervision of the· Foresb 
Department. 

CHAPTER IV. 

ANIMAL HUSBANDRY AND FISHERIES. 

'¥1 The function of selecting improved breeds of cattle and ;;up. 4 
·plying bulls in sufficient numher3 to a locality should be undtir­
.,.taken by the State. For this purpose, the State should es­
tablish cattle fa:rms, first, in the principal cattle-rearing areas 
and later in other areas. To eliminate scrub bulls and other 

· bulls not required for breeding, it should enact legislation prll­
v:iding for tl1e compulsory castration of such animals over .a 
certain age and should entl'llSt this wo1·k to the yeteriu~ 
Department. 

28 ·Every primary co-operative society should have its membera' li 
eattle served by approved bulls. To defray the expenses, the 
sQeiety should lery a f~ on members eitlhei' at the time· when 
an animal is served or when it calves, and may also ePllect ·a 
oomlniwu '1\hen an improved stock iJ ••ld, 
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' Concln• Loans to members for the purehase of superior cattle shouldParagra,. 
~~:e~~c advanced on easy terms by the State, ijj]Jrough co-operativ~ ll.f" 
dat!Oilll,No.organizations. · 

29 
The Co-operative and Veterinary Departments should take S 
active interest in the work of cattle improvement and should. 
encourage the rearing of good animals by periodically holding 
cattle shows at which prizes should be awarded to animals of 
outstanding qualities. 

80 With a view to providing the nomadic cattle-breeders 'yitli 8 
facilities for improving their animnls, they "honld ~ "':!J"n'~ 
into co-operative societies, inducement being provided by the 
State or local authorities by reserving grazing areas for such 
societies. Surveys should, therefore, be made with a view to 
finding out whether grazing land exists which could be allotted 
t" these societies, and Government farms should supply pedi-
gree bulls and rams to them. 
Primary village co-opci"ative societies should acquire on lease 7 
grazing lands where available and nllow members, on payment 
Of stipulated charges per animal, to graze their cattle on them 
according to a s,dheme of re.,"'lllated grazing· prepared by the 
society and approved by the Forest Department. 

81 Ill u.:rral qo-opei"atjive societies should undel1take to conservo 8 
fodder through silage, for distribution during the dry season, 
This function should ordinarily be undertaken by the multi· 
Plll'pose societies. But "when the out-turn of silage is grca~ 
a special · gociety may be established for this ·purpose. The 
Forest Department should permit such societies to remov1 
grass from the Reserve. forests free of cost for ensiling ·pur­
poS'es. The .Agricultural Department ~o flhou!d .. assist socle.. 
ties 1indertal..ing silage making. 

82 The -Veterinary Department should extend its services s6 as- 9 
to ._reach as near as possible to every cattle-owner ; in the' 
urban areas, a veterinary centre in a CQ!lVenient part of the 
town _would suffice ; in the rural areas, while it would be ideal 
for each village to· have' its veterinary post, there should be·, 
at least one veterinary centre for a group of 2 to 5 villages. · 
In order that co-operative societies may know the arrangements 
Iiuide •from time to time in caeh area by the Veterinary Depart-, 
ment, the Co-operative Department $ould obtain up to date 
information from the V ~terinary Department · re~arding the 
!veterinary services maintained in each area. and make such 
information available 'to caeh society. . The !lociecyf should 
report to the locnl veterinary office the · outbreak of epidemics,­
persuade . members to briug their . diseased cattle for proper, 
and . timely treatment and gee that the disEjll.Se-controlling mea,. 
sures m.·e cm.·ried out. . 
The veterinary personnel, beside~ attending to disease, should 
nlso periodically visit the village and inspect ~he cattle. 

88 Co-operation is the most suitable form of organization for 10 
bringing< together the produeem of lnilk in suitable Bt'oups 
so as to enable them to adopt improved me~hods of milk pro. 
duetion. There' ill also considerable scope for co-operative or­
monization in the distribution of milk. 
IM9MofAgri 



fflelio ·. Clo.operative soeieties of pilllt . prpdui\Cl"S '!'hould be fprmed htPara~p 
lloa4Jleo t!ie ViJ!ages' ~ituated within ~ radius- of about 30 IDil~JS !r~m. · N:.; -
r~~- toWnS with a population of 30,000 or more. The Sootetles 
,_.., 

0'ebould especially be formed in those areas lying beyond a 
distance of 10 miles of a town. If a majority of members oJl 
tjhe village primary society is interested in milk supply, jb 
Should serve as a milk collecting agency also ; in villages where 
there is· no 9Uch collecting agency, a separate milk supply 
Society should be organized. 

A ·minimum daily quantity of milk which eaeh society must 
produce and supply should be prescribed. The quantity will. 
vary according to the local conditions ; · but a minimum ofl 
8o'O lbs. should be aimed at. 

84 'fhe fuuctions of llhe Village primary society or the milk gdp· 1G 
ply society \\ill be to notlify to the milk union at the CC>Ul· 
mencement of each month the approxima~ quantity of milk 
its members can supply daily, disburse payments to its mem-
bers at the end of each month, and distribute among members 
any subsidy given by the union. 

1\!embers' cattle should be milked in the presence of the secre­
tary of the society in eharge of milk supply and at a eon­
veniently situated common $cd, which should have, among 
other things, an impervious floor and covered roof. Where 
such common sheds are not avsilable, a scheme whereoy the· 
memiJel'!f can supervise each other's milking should be pr&-. 
p~Jred. · The ftp1ds for constructing the $ed should be provid. 
e4 by th~ St!lte. -

IJ The ordinary ·financial needs of the members for, e.g., \hi! 1& 
purchase of cattle Of an improved bread or cattle feed, w!ll !;le. 
satisfied b:y loans and adVIIDCEIJ made by the village priJna.r7 
50ciety or the milk .supply society. These societies will draw 
their fun<ls from loans from the milk nnion or the ee.ntral • 
operative bank. · 

1141 The milk ll!lions will be entirely producers' ol"!:$llizatiod. . S'1 
forme!l I?Y 'n feqcra,tio11 o~ tlle village societies organized fo~, 
)llilk supply, The l)~ber of. ~o!'ieties affiliated .to a unioll\ 
WW !lepend upon tile Jocation. of U,te · socMies,. their ~1111, 
f!oom t11e unioi\, •tc· ·. J.mk from a group of villages, should,-
if l).eeessary, 'be first collected. ~ a· primary colleeting ~M 
~~ ~~J>?rted . tq t!Je l!lliP~ thereqom. 

Tli1nnsin function 'of -the- llllions Will be to oolleet milk itt 
vi118ges,· transport i~ to tile towns and market it to the ~ 
advantag~. o~ . the prq~nc~. .rhe tl\ilk ~pTangemdit~ ~ be 
:made: bY- -the 'tniions must''include ·(i·~ -a ·guar&Jltee to the pro­
ducers of a fair price for a standard quality of milk, (ii) the 
appointment of a· 9Upervisor for a· group of villages ·within 
the iti~!lTarr ·of a single milk collecting van, who 1s to weigh 
an!l test- the- quality. of milk and generally superVise the work 
o~ j;b.~.'l{i!lagc sq~ieti'cs, anjl ·(iii} the provillion of speedy tranll­
p<jrl.velliclcs and sanitacy l)lilk containers to move the produce 
:f!o.*' flle .Tillage, to ~h~ j1RiOI)1!1 office m the town eith.er din!Ct­
JY or ·t·iii the primary" · collfl<~.~'% <L•~l>, 



. c:onclu- ·Tk: State ':Should bear the entire capital expenditure of llheParal!l'iPh 
llonac!G Be- · · ·· 1 h · rt. hicl d "lk t · No. eommen- nDlons or pure aswg transpo ve es lllll nn con runcrs, 17 
daUo~~s, N0.snd 50 per cent of their working expenses duri)lg the 1irst 

87 .five year&. 
8B An attempt should be made to organize co-operative soeietiett 19 

for the distribution of milk, wherever possible. 

39 In larger citie!l, such as those with· a population of Ol1ll lakh 
and over, the interests of the consumiDg public may be so:tVed 
·be<jj; by the establishment of statutory Milk Marketing Board~. 
The Boards would be public corporations composed of the 
representatives -of Government, the municipalities, co-opere.-
tive milk supply unions and producers of milk. They wo•.t!d 
be authorized to purchase raw milk from milk unions. They 
would then pasteurize and distribute it to consumers and pro-
r.ess any surplus into milk products. They would guarantee 
to the unions. a fair price for milk of tested quality and an 
offtake of all the produce collected. While these Boards would 
not have a monopoly of the liquid milk market, they &:hould 
be in. a position to !lllpply, say, 30 per cent. of the requir&­
ments of the cities in which they are established. 

In those towns where co-operative societies for the supply of 
milk already exist and are functioning well, or can be organiz­
ed, no Milk Marketing Boards need be Set up. 

18 

40 In order to ma.Jre an. effective contribution to the organisation 20 
of -milk supply oo towns, about 300 milk unions will have to 
be started within a period of five years. The State s,hould 
bear their capital costs to the full extent and the recurring 
eosts to the extent of 50 per cent. 

41 In . tbe larg.er eities where producers experi~ce grea~ diffieul- Z1 
ties in maintaining dry cattle, special eo-operative societies 
should be : organized for doing the work of salvaging the dry 
animals.. These <~ocieties 15hould collect at convenient inter-
vals dry cattle as well as young stock which the owners in 
eities are unable to rear and send ljhem to neighbolll'i,ng pas-
ture . lands. acquired on lease for the purpose. . The cattle 
should be placed in $arge of the Veflerinary Department ofl 
Government which should be equipped with the necessary staft 
)Every member sending his cattle to the salvage depot should 
do so at his own risk. 

41 Co-operative dairy farms, on the lines of tbe military dairy 113 
farDill, w1here animals can b~ maintained in colonies, should 
be established on the outskirts of towns and cities, and owneril 
of lnileh cattle particularly ' gowlis' and other owning a few 
cattle.· in large cities should be induced to form ·co-operative 
societies. They will settle. in these colonies with their cattle. 
The societies should provide stables, miT!dng yards, dairies, 
stud bulls, veterinary aid, storage accommodation for teed, 
etc, Each member will· look after his own cattle station'l11. in 
the stables nnd deliver milk to the societies' dairy._ 
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.ConoiD• Such societies should be offered by Government or local bodiesParagrapfz 
Blons&Re-sites on attractive terms for keeping their cattle, at conve· No, 
~~~"':;0 nient distances from the cities. These societies should adopt 

' • improved methods of milk production which have already been 
current in the military dairy farms, engage some of the per­
sonnel which will be released from the military dairies in 
course of time, and arrange for proper cl)re of dry animala, 
rearing of the young stock, and provide facilities for proper 
grazing, silage making, etc. They should also be eblo to 
supply regularly the milk produced by the cattle kept by 
them· to milk unions or consumers' milk distributing socie­
ties in the urban area. 

43 

44 

In those n~reas 'lvhere tjhere is no 1/ocal ,market for liquid 23 
milk or where milk is generally in surplus or where the 
manufacture of milk products is an important cottage in­
dustry, co-operative societies should be organized to under-
take the manufacture of daiiry products ,such as butte:r, 
ghee, khowa, casein, etc., these co-operatively made products 
being 'Agmarked.' 
Attempts should be made to organize co-oP~>rative!ly the 24 
flock-owners in the north-western parts of the country such 
as Rajputana, North-West-Frontier Province, Baluchistan, etc., 
lis well as in other hill regions where sheep-reariug is prac­
tised on a large scale. The Provincial Co-operative Council 
should examine the needs of particular areas for setting. up 
co-operative societies for sheep breeding. The State should. 
provide these societies with tire staff and equipment neces­

sary to undertake the freeing of wool from dirt and yolk ,and 
the grading of the product. 

45 Every province should have a Model Poultry Farm at con- 26 
vcnient centres the cost of which should be borne entirely 
by the provincial government. It should be entrusted with 
the duty of propagating improved breed of poultry by acting 
·as a nursery from which better, breeds will be taken ; it should· 
·advise individuals or associations interested in poultry breed.: 
ing ,as regards the feeds, protection aga'inst diseases, inca-' 
bation and rearing of chicken it may undertake the disposal 
of the product of poultry farms and may also introduce the 
use of improved containers for the 11ack5.ng and transport 
t>f eggs ; and is should establish contacts with large customers 
like the· Army Qr hotels or organized markets so tb.at it can' 
be in a position to give information on the marketing ~f eggs• 
and chicken to the persons or, societies wh0 or w!llch ,deal, 
with them. 

-46 The Go-operative Department should take advantage .of the 26 
Central Model Poultry Farm by widening the functions of 
the eXisting poultry farming soeieties and starting new ones.-
and bringing the latter in close contact with the format•, To 
discharge this duty effectively, it should have a spacial officer. 
and· staff to promote, supervise and guide the work of pool: 
try farming societies. 

·47 The scope for Co-operation in making available to the country 27 
valuable by-products of animal husbandry should be fully 
iuveotigsted by the Provincial Co-operative Council. 
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; Concln- The recommendation made by the Fish Sub-Committee of theParagrap)J­
slons&R<>-Agricultural Policy Committee that no real advance can be No. 
ci!~~·N· mane unless the Government of India accept full responsibility 33 

4~ ' ~for placing the fishing industry of the country as a whole on 
D. firm foundation and provide finance for both direct and 
indirect ,assista.Me to this very backward and neglected in­
dustry is endorsed. 

49 Co-.operative societies of fishermen should be orga- sa 
nized on an extensive scale and State aid to the fishing m-

. dustry should be largely given through them. These societies 
should give financial assistance to their members and stock 
and sell fishing craft and tackle at a :(air price. They should 
also .undertake marketing ;:functioll\S', i.i!., functions involv-

-ing proper arrangements for handling, assembly, preservation, 
transport and distribution of fish. 

These societies should be grouped together under central so­
cities which· should have their headquarters in towns. The 
main function of the central society should be the organi­
zation of fish markets and marketing of fish. 

60 Central co-operative banks should provide finance for work- 8$. 

ing expenses both to primary and central fishing societies. 

51 Some of the ex-services personnel are already trjl.ined in s• 
veterinJ&ry scienlle, animal husbandry and poultry farming, 

and can be employed by co-operative orgnnir;illions. The 
fishery industry offers an opportunity for the employment of 
Tatings who have served in the Navy, specially those recruit-
ed from Konk;an and Ratnagiri districts of Bombay and the 
CO(Istal districts of Bengal, Assam, Orissa and Malabar. 

CHAPTER V, 

AGRICULTURAL M.AltKETING. 

62 Free and fair competition does not exist in most markets. 4 & 5 
The primary producers lack education and k;nowledge and are 
at a disadvantage in dealing with big business and with mid­
dlemen who have no hesitation in tak;ing advantage of the 
former's weak; position. These disabilities provide the justi­
fication for co-operative marketin€J. 

68 Th.e management of a marketing society should be entrust- 6 
ed to an efficient and well-pai<} manager who is honest, re­
liable and eapable and possesses the k;nowledge of the com­
modities with which he has to deal and qualities which will 
win over the confidence of the members. 

64 Co-operative marketing in India should mak;e a cautiowi starti It­
No dogmatic statement can be made concerning the number 
of functions which a c:o-operative marketing society should 
:undertue, the crite>rion being the economic posibilities of 
such undertak;ing, 
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.. CGDelu· An. attempt should be. made to market, within 10 years, 25Paragrap)k 
IJons&Re-per cent of the total annual marketable surplus of agricult~· No. 
oommen- ral produce through co-operative organi~tions and for this 91 dati;:' .llo. purpose, 2,000 market~ societlies, I;[ proyincial ma,rketing 

societies and an. All-India Marketing Association should be 
established. These organjzations should pl'}rfonn all anch 
services as are necessary for effective marketing of produce 
like assembling, storing, financing, standardizing, selling an~ 
·traJ~SPortabion. 

67 

58 

59 

60 

For the proper development of Indian· agricultural economy, 
credit. should be linked with marketing. To ensure this it is 
necessary that one of the conditions of loans given by a primary 
society (recommended in Chapter III), should be t,hat each 
member will sell all the marketable surplus of his farm p;-o-
duce through the primary society. 
The :wimary society should .assemble the produce of its 
members, supervise and where necessary, arrange for i11! 
. transportation; The primary society may, after keeping an 
·adequate margin, make payment to the meJDiber out of its 
·own funds if they are sufficient, or out of the advance· whicli 
may be taken from the marketing society or the central bank 
on the security of goods. 
There should be a malrketing S(\eiety at each of :the 2,000 
mandies (wholesale markets) and, in any case, for roughly 
oich' group: of' about 200 villages. 
The main function of a marketing society will be to arrange 
for the sale of the members' produce to their best advantage. 
It may also undertake the functions of pooling, llTading and 
processiog. The ultimate objectiv'e of [& marketing~ society 
should be to persuade its member to agree to pooling S<> that 
it may be able to discharge the functions of grading, an~ if 
necessary, processing. 
The marketing society may give an advance to the member 
after keeping an adequate margin at the time the produce is 
delivered to it. The p1•oduce will be kept in a warehouse or 
godown under the custody of the marketiog society and the 
bank which may be financing it. The balance of the price 
willJ be paid to the primacy society· .according to the method 
of pruymel!t adopted. Every ma;rketing society should have 
at. least one godown, the whole cost. of which should be 
iuet by' a free grant from Govermnent. 
The · Gover~ment, should give a subsidy to the marketh,g so­
cieties for at least the first 5 years to meet the cost of the 
-sl:aff employed.·: This' subsidy should be up to 50 per cent of 
-the , estab!isllment. charges for the firs~ two :!Years and' :2ii 
per cent -thereafter till the fifth year• 
.A .marketing· society should ordinarily have a share capital 
of Rs. 30,000 ; every primary society which becomes a mem· 
ber should purchase shares worth at least Rs. 100, the rest 
being. subscribed. by individual members. Outright purchases 
shpuld Qe made up to a maximum of five times the value of 
the share capital and reserves of the marketing society. The 
.risks il)volved in. outright purchases are great, although these 
n.ay be miniinized if effectiva measures for the stabilization 
of agricultln'al prices, as contemplated by Government,, are 
taken. 

20 
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21 
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lloncJn- Ordinarily, the marketing soc~ety should not hold over pro-Paragraph 
sl=s&Re-auc!l in the hope of a rise in prices ; but it may do so under !lo, 
da=~- extraordinar-Y circumstances with the advice of the Provin· :11 

No. cia! Marketing Society. 
62 · Agrcultural p;roduc~s should be standardized and graded. 111 

For tbis purpose, the Government should place the servio~~ 
'of an Inspector of the Agricultural Department at the dispo-
sal of the marketing society ; the cost of his employment 
would be borne by the Government. 

68 "The marketing society, besides performing the functions of 21 
sale societies mentioned above, should arrange for supplying 
consumers' stores, improved seed, fertilizers and manure. 
The sale of these articles should be made through the primarY 
society, wherever it exists. 

M The agriculturist members of the committee of the regulated ll1 
. markets should be noxninated by marketing societies. 

65 Separate marketing societies ·may be organised to deal with 21 
)mportant crops like cotton; groundnuts, sugar, wheat, riee 
and jute. 

66 . ·Where a sale society is unable to put up a processing plant 211 
itself,· separate processing societies formed of such sale socie-
. ties may be necessary. The funds required by them for the 
fixed capital should be provided by the G<>vernment as a 

:loan repayable within not more than 20 years. 

67 A provincial marketing society should be organized in each 23 
_province in order to eo-ordinate the working of the various 
marketing organizations, supply market inte!ligence and act 
as the export agency for inter-provincial and foreign trado • 

. It should an-ange to supply to village primary societies anol 

.mai·keting societies infol'Illntion: as regards prices and stooks 
and arrivals in the main markets with which the latter have 
dealings. 

The G<>vernment sh<>uld give as a free grant the cost of go· 
. downs required by tb<) provincial marketing societies and 
.si¥Juld -also give a. subsidy .for the first ~ years up to 50 per 
-oent of their. establishment charges and 25 per cent thereaftor 
,tilJ the 5th year. -The membership of the society should l:e 
open to village primary societies, marketing societies, central 
banks and individuals. 

68 An All-India Marketing Association should be set up to oo- M 
ordinate the activities of the provincial marketing societies, 
to establish· ;!lQntact with, marketing organization abroad, and 
to act as a clearing house of information on all aspects of 
.agricultural mar;;..,ting. The right time :!!or the establishment 
of the. AssoCiation should be decided by tile All-India Council 
of P"o-operation.. 
[he cost of the staff of this organization, when established 
-should be borne by thll Government of India for at least the 
:firSt' five :years ; -afterwards thE! Government should give I 
grant to cover 50 per cent <>f the establishment chargel. 
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CloDola· A system of licensed warehouses should be established andParagrapJa 
lfous & Be-legislation introduced for ·the purpose. The Provinciai Co· :· 
t.~U:~o. operative Council should ;recommend ;the establishment 'Of. 

69 co-operative warehousing societies in suitable areas. 
70 Godowns owned by the Central and provincial governments 25 

·and the Defence Department and not required by them after 
the war should be harided over to co-operative marketing 
organizations after the war •. 

71 The Government in all the provinces should maintain an 26 
;adequate staff for the organization, supervision and direc-
tion of the various marketing organization. 

CHAPTER VI. 
AGRICULTURAL CREDIT. 

'Ill The Gadgil Committee's analysis of the problem of agricultu· 8 
ral credit in India is generally approved and it is emphasiZ-
ed that th.e expansion of the Co-operative moveme_nt will pro­
vide the best solution of the problem of rural credit in the 
country. 

'18 Credit societies will render greater service and ensure their li 
own success if they do not confine their activities solely to the 
supply of credit but take up other activities as recommended 
in Chapter ill. 

74 In all provinces and states, the provincial co-operative banka 4 
or other co-operative financing institutions wil! be in a posi-
tion to provide the agriculturist with all the facilities whil'h 
arc intended to be given by the Agricultural Credit Corpora· 
tion sugggestecl by the G,adgil Committee to provide finance 
to persons outside the Co-operative movement, if the same 
measure and t~e of aid proposed to be given to the Corpo­
ration are extended to them. In that case, there will not be 
any need for starting a separate organization like the Credit 
Corporation. 

711 In reorganizing a provincial co-operative bank, it will be ~ 
necessary for the State to provide it with a good deal of share 
capital, and also finance at a rate of interest which will en-
abla the bank to advance loans to the ultimate borrower at 
not more than 61 per cent for short-term loans and about 4 
per cent for long-term loans, • 

OliAPTER VII. 

SMALL AND SilmSIDIARY INDUSTRIES. 

'18 The two main problems which must be tackled before !IllY Z: 
substantial and continuing improvement in rural welfare can 
be expected are the relief of the pressure of population on 
the ·resources b.y measures calculated to impnove per man , 
hour productivity in general and the transfer of a substan• 
tial proportion of the large mass of population from farming 
to non-farming pursuits. . 
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•Conclo- ·.rne uovernment of India should undertake the tabulation ofParagraph 
::!~· occupational statistics, furnishing thereby the distriliution l':·a. 
datlons.llo. of labour. in various kinds of industries, as, without accurate 

77 guidance, it is not unlikely that, while agricultural in­
dustry is relieved, its surplus population may be dumped on 
some already congested industries. One of the most important 
avenues of employment for the surplus population is small­
scale and cottage industries. 

78 Regiona.J. organizations to be called jRegional P.romotional 
Agencies, to foster the growth of small-scale and cottage in­
dustries and all subsidiary· occupations should be set np in 
each province and state. 

The area of operation of an Agency should be suitably select­
ed with a view to entrusting it with. just that volume of work 

·which it can properly discharge. Large provinces should 
. have more than one agency while small provinces m,ay be 
. served with only one agency at the start, though more agen­
cies than one will be necessary when the work is in full 
swing . 

15 

. The functions of the Agency will be to ascertain what small- 18 
scale and cottage industries exist in its jurisdiction and what 
. facilities exist for marketing their prod~cts, to determine 
which of them should be maintained and encouraged and what 

·new avenues of selling their products should be explored, to 
devise means to place those, which are to be encouraged, iii 
such a position as will give a fair return to the workers, and 
to ensure that the products of these selected industries find 
an assured an<l remunerative market, etc. 

Further, the Agency should organize the supply to the workers 17 
of the nccessat·y equipment, tools and plant and raw materials 
and arrange for the seale of the products. 

The Agency should pay particular attention to the introdno- 18 
tion to and nse by industrial co-ope1;ative~ of small electric 
motors and machine tools where the supply of electricity is 
cheap. The Agency in electrically developed parts of India 
~hould investigate the possibility of supplying on hire-pur­
chase system electric motors and the necessary equipment to 
.the workers. The conclusions arising out of their investiga· 
tions will be one of the items in the progrRlDDle which the 
.Agencies will submit to the Provincial Co-operative CounciL 
In deciding whether a certain hydro-electric scheme should 
be undertaken or not, the Government should take into accOunt 
the esf/imated demand k>f small-scale industries for electric 
power in addition to that of larger industries and for domes-
tic use. 
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,' Oonelu· The Agency should hold an enquiry in~o . the methods . ofParagra~ 
IIDDS &Re'supply of yarn to weavers, and report, Wlthm one ye~ of Its-. r:• 
eommeu-· establishment, to the Provincial Go-operative Council whether 
~Ions , a sp;inning mill owned by co-operative pandloom weavers'· 

79 societies or the State should bet set np in its region. If the 
mill is owned by the former, a loan at the prevailing Bank 
Rate and repayable within 20 years should be made by the 
State for the construction of buildings and purchase of 
machinery and other equipment, and for fixed capital gen~rally, 
The State should also give a guarantee to the provincial CO• 
operative bank for opening a cash credit account up to a 
fixed limit in favour of the spinning mill for one year from 
11 date fixed by the State in consultation with the Regional 
,Promotional Agency, which guarantee should be renewed from 
year to year so long as the State in consultation with the 
Regional Promotional Agency considers it necessary. 

SO Wherever scliemes of hydro-electric development for the sup. 21 
ply of light and power are in operation or come into opera­
tiD!), the Provincial Co-operative Council should examine the 
possibilities of ·establishing' and, if satisfied as regards the~ 
prospects of success, establish co-operative for the distribn· 
tion of electricity for light and power in rural areas. 

81 Women's co-operative societies should be organized by Re· 22 
gional Promotional Agencies, special arrangements being made 
for supplying raw materinls and for marketing the products 
of the industries to their best advantage. 

Sll The Regional Promotional Agency should have a whole-time 23 
officer called a Promotional Officer, and a Board of Advisers. 

·The Promotional Officer's "chief qualification should be his 
aptitude for and sympathy with the Co-operative movement, 
He should also have business experience and posseos know­
ledge, so far as possible, of the technical and organizational 
side of the industries with which he may have to deal, The 
post of Promotional Officer should have the same status and 
salary as that of a Joint Registrar. 

The Promotional Officer will be the chairman of the B01u·d of 
:Advi,ers and the chief executive officer of the Reglunal Pro­
rtlational Agency. For administrative purposes, all Promo· 
· fional Officers and Regional Promotional Agencies will be 
,under "the Registrar of Co-operative .Societies or tbe RPgistra.r 
.of Industrial Co-operative Soci:eties as the. case may· be. The 
Registrar should have at all times, tlie right to atterid an;Y: 
'meeting of the Board of Advisers. · · · · ' · ' 

The Board of Advisers should consist of not mf)re thau seven 
·members; in:clnding the Promotional Officer. 

83 The appointment of the Promotional Officer and members of 24 
the Agency should be II\ade by Government. The appoint­
ment of the members should be on the nomination of the Pro" 
vincinl Co-operative Council. Th~ Council should nominate 
.two persons who are directly engaged in the chief small-scale 
or cottage industries of the region ; one person who posseses 
J..nowledge of industrial finance, preferably of financing tho 
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' Oonelu- industries flourishing in the region, and carries out Ius busi-Para'gtiipll 
slons&Re·ness in or has had business connexion with the region; one per- No, 
J:::UnsN-"i; son who is engaged or interested in the wholesale trade of the 

• products of local industries;. and two persons recommended 
bY the Registrar of Co-operative Societies or the Registrar of 
Industrial Co-operative Societies as the case may be (as re­
ferred to later) on the ground of special knowledge of the 
technical aspect of the industries, or markets, or finance or 
business in general, these two generally being the e:<pert 'ad­
visers emp~oyed b;r :the InduS)!;rial Co-operative Department 
for the supervision and guidance of small industries. 

84 In course of time, when industrial co-operative attain sufil- 25 
cient strength and stability, they should be encouraged to 

·jorm their own federation. The federations should take ovel" · 
the functions first of the Boa:rd of Advisers of the Area Pro­
·motional Agency and later of the Board of the Region<J Pro· 
·motional Agency. 

85 

86 

88 

When the federations h,ave assumed these function;, the 
:appointments of members to the' Board of Advisers of the 
.Promotional Agencies should also be made by them, the 
qualifications of members continuing to be the same as bdore. 

The jurisdiction of the Regional Promotional Agency should 
be divided into a number of convenient Areas and each Area 
should be in the charge of a Deputy Promotional Officer. 

The !Deputy Promotional Officer should be a wholetime 
government officer, appointed on the scale of Rs. 250-25-500-
50-750. His qualifications should be possession of know ledge, 
generally, of business methods and commercial practices and, 
particularly of at least one of the important small mdustries 
jn his Area. 

'To the Deputy Promotional Officer should be attached a Local 
Board of ;Advisezs which should have the same number of 
members ;possessing the same quaJification as the m~mbers 
_of the ~eg~onal Board,; the bnembers of the Lccal Boa;d 
should be appointed on the recommendation of the l-rovincial 
C0-overative Council. . 
Ea'ch Deputy P~omotionat' Officer should be assisted by about 
si:>t ,'Field Workers appointed by the Registrar on the recom· 
mendHtion of the Promotional Officer. They should be dra,vn, 
~>&· :fav·~ru; possible, from the rank of the .workers en,"'!lged, 
tn:>.~ln'IIIJindustries in the locality and should possess sufficient 
t@llhnieal· · 1\nd educational qualifications to be able to' study 
:the literature dealing with the industries in £heir charge • 
. Their. pay should be in the scale of Rs. 125-7i-200-10-250. 
The Rl>g!onal PrOmotional Agency will thus have a. staJI which 
win place at its disposal the material necess!'-'1" for drawing 
'tlp a 'programme for the development of e:nsting_ and en• 
couragemenl> of new industries.· At the same tu:>.e ~s t~e 
.Ag"''CY selects industries as suitable for development, 1t will 
j?rep~;e a statement of capital expen~ture on the s';lpply of 
machmery, tools and plant ; of working funds reqmrcd foil taw material, and hold~ and marketintr of finished nroduch i 

2'1 
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80 
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COD· and of estimates of profit and loss. The report on the in-Paragraph 
elusions & dustries selected, along with this statement, will form a pro- K4t. 
BeeOm· gramme which will be submitted for approval to the Provin­
um:~~ eial Co-.operaiive CounciL On approval, the Council will 

0 
' ' forward it to the Registrar who will obtain from Government 

such orders as may be necessary. 
89 The en tire cost of the Promotional .Agencies should be borne 89 

by the State. 
80 The existing arrangement, i~ most !ProvinceSj, whereby ad- 88 

ministrative control over small industries is jointly c.~;ercised 
by the Department of Industries and the Department of Co­
ope:ration is not desirable and should ;be discontinn~d. 

91 The Industries Department will not have the !lecessaxy qua- 88 
lifications, equipment or time to look after the D.?JUiY·Sided 
activities which it is proposed to be undertaken, in order to 
improve rural conditions by the organization of &nlall-scale 
industries. 
The Co-operative Department $'onld. therefore, be placed in at 
charge of fostering the growth of these industries as it has 
the necessary qualifieatiolis :&r undertaking this responsibi-
lity. . 

99 In provinces where the Registrar of Co-operative Societies at 
may find it impossible to devote the necessary attention to 
rural :indnstrieso, a. separate Department shonld be created 
exclusively to look after the industrial development of l'Ural 
population generally and the development of small-seale and 
cottage industries, whether in rural or urban areas, in parti­
enlar, The bead of this Department should be of . the same 
status as the Registrar of Co-operative Societies and ea!Ied 
the Registrar of Industrial Co-ope1·ative Societies and Director 
of Small Industries. The Officer selected for this post should 
have had adequate experience in the Co-operative Depart­
ment. t: 

Where the Registrar of Co-operative Societies undertakes the 
organization of small and subsidiary industries, he &honld be 
assisted with all the staff recommended. 

In those provinces where the Registr~ of Co-operative Socie- 411 
ties remains in charge of small and subsidiary indlll!trios, ~!­
separate Joint Registrar should be appointed to assist him. 

18 At .Present and for a number of years to come, the financial 86 
asslSbance req~d by the indnstrial co-operatives for hed 
capital and working expenses will have to be given by lin 
outside agency. For the purpose of hed capital like build-
ings and expensive capital goods. the Sta.te should give sub­
sidies. and advance loans at th~ .Bank rate of interest, repay-
'Sble 1n 20 years. These subs1d1es and loana &honld be given 
through the provincia.! and central eo-operative banks or 
through the eo-operative industries banks. 

So far as fonds for r,aw materi,a!s and working !lXJ>enS~s are 88 
concerned, guarantees as in Madras and Bombay, should be 
given by all provincial governments, until; such time as t'he 
industrial co-operatives are able to find tbei:r own fouils. 
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· · Con- · The margin,al advance by Md the cost of the gnarantee sys-Paragraph 
1l:Sions & tem to Government will be comparatively small. The gnaran- No, 
m':,':J:~ tee may be discontinued on the report of the Promotional 
uons. .NJ. Agency, confir~ed by the Registrar, that the need for such 

Government assistance no longer exists. The supply of funds 
for raw materials and working expenses should be made by 
the provincial and central banks, where they exist a1·d hnve 
sufficient resources. At those places where these banks do not 
j!xist or do not possess sufficient resources, or it is consider­
ed desirable to do so for any other 1·eason, separate Co-opera­
tive Industrial Banks should be established exclusively to 
-look after the financing of industrial c<>-operatives. 
As the industrial co-operatives should eventually provide 87 
their own funds, they should utilize their profits to build up 
funds for two purposes, viz., (1) to repay loans and advances 
taken from Governl)lent for fixed, assets or for use as a margin 
for m>rking expenses, and (2) to provide for working ex­
penses, replacement and expansion. 

95 Questions such as what industries should be selected for the 88 
post-war period, what relative spheres should be assigned to 

98 

sm!'ll and lalrge industmie~, whether markets should be re· 
served partly or CO\:Clusively for .the products of small in­
dustries and whether .tariff protection should be extended to 
certain small industries, should be referred to either a sepa-
rate committee or to the Tariff Board which has been I"ecent-
ly ·set up by the Government of India or to the permanent 
.Tariff Board which may be constituted herea,fter, for. consider-
ing the question of protecting Indian industries from foreign 
competition. The Tariff Board should be specially charged 
with the. duty of safegnarding the interests of cottage and 
small-scale industries. . 

As a contribution towards securing an assured and rcmuncra- 89 
tive market for the products of small industries, Central and 
provincial governments should adopt a policy of purchasing 
for ·their requirements these products jn preference to th\l 
products obtainable from any other source. 
':Ex-servicemen and war technicians should be encouraged to 40 
join industrial co-operatives, especially as many thomands of 
them have been and will be given training in small-scale in­
dusgie_s., 
'Section 1{7(2) (a) of the Reserve Bank .Act should be so 41 
!mended as to empower tne Bank · to givet financial accommo­
!ati:on to .provincial co~operative banks for advances and loans 
lo industrial co-oper~ttives," up to one year. · 

CHAPTER vm. 
LABOUlt .AND CIVIL CONSTRUCTION. 

· 911 ::From a study of labour co-operatives .in foreign countries it 
ill obserll'ed that:-

(a)· co-operative method of wor.k seems to be very suitallle 
!or a number of tasks on the construction or raHwnys, 
roads and canals, levelling, ballasting etc., 
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,(b) labour eo-operatives should be g~erally. composed @f aPa~~pl 
small Jlltmber of men, or ot groups of small numbers of 
me:g, 

(c) the co-operative grunp should have the 1;ight of choice. 
o! work-mates, . 

(.d) the employer who engages into a contract with a labour 
· · .co-operative society should prepare a schedule of the 

nature and quantity of work to be done and fu.ed ~ 
price per unit,. 

(e) the employer should provide the necessary tools ~d 
equipment for the execution of the work ; a certa.in 
dedu.ction should be made from the payments to the 
society and kept as a deposit till the work is completed. 

(f) 

(g) 

,(h) 

contracts should be l;j.Ssured to labour contract societies 
and awarded to them at rates which enable an average 
workman to earn a fair wage. 

pa;ymtent to the woii<In<n Ellould: be made .by . the. ~ 
ployer at short, regular intervals, a deduction bemg 
made from the payment in order to insure that the eon· 
tract is not abandoned before completion, and 

the safeguard of a well organized federation is neoeasar,; 
to Pl;Otect the rights of the co-operative societies, to 
eh~ck the prices l!xed by the employer and to stop :the 

eo·operatives from undercutting one another or acceptin!= 
conditione which may undermine the .POsition of othe&' 
workers, · 

The G.H.Q. Scheme for Civil Construction Co-operative is DOt 
.entirely co-operative in character. The scheme may, hoiVIIver. 
be considered by the provinces and states for preparing ·their 
own. "";hemes fo~ the organization of . Construction Co-Qper~ 
SoCieties, particularly for the resettlement of ex-setrille 
rpen;onnel. The ; seheme should be modified to .ma.ke it f1i117· 
·co-operative in nha,.R~>t~. 

:t'be Regionli! and Area Promotional .Agencies (pro~ ia 
Chapter Yll) should undertake the organization of ·labour .eo­
opera~ve societies f~ 1"'ll'al la.bour and secure employmen~.~ 
engag,ng ~~em 01,1. village work!j during those parts of the ,_ 
when 'agncultural employmen~. is, slack. 

ln organizing labour co-op~atives for ordinary labourers, the 
model of those set up in Italy or New .Zealand should IJe 
adopted. Labour co-operatives should be generally· compoaecl 
of a smal! numb~r. of m~n. There is, however, no objection 1;o 
l!a-operl1!tive s.ometies bemg organized for. a large number o!l 
men, but .'t will ~e necessary for them to :!!'Ork through smalt-
self -contained uruts. · 

The Government an<j loeal . bodies should give preference for 
contracts to lab?ur co-operative· societies. 
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C:Oilela- .The !Public Works Department should draw up plans and Parasrapll 
lions & specifications and prepare schedules showing as aecurately liS Jl:l'i 
Jleeodm- possible the nature and quantities of the work to be executed. u':: ;~ Contracts for such work should not be given by tender bat by 

• • offer to a labour contract society. The schedule of rates should 
be so prepared as to permit a workma!n of average ability to 
earn a reasonable wage or the market rate whichever is higher. 

to& 
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The ·Public Works Department should extend some tol6rance 
and pass on unforeseen but necessary additions to expenditure 
incurred by a society, as it would have done if the work had been 
executed departmentally. It should also 1lhow tolerance in 
specificatio!l and standard of work, in the initial stages. 

Losses incurred by labour c<H>peratives must be financed by 
Government, at any rate for a period of time until they are. 
finally established. . 

Materials required for the work should be supplied by co-opera­
tives themselves so far as possible, as this will provide an 
additional source of profit a.nd employment. When not 
manufactured by a co-operative employed on a work, materials 
should preferably be obtained from other co-operatives. This 
preference should also apply to additional services which ma~ 
be required. . 

The Regional and Are!J!. Promotional Agencies (proposed ill 
Chapter VIT) should discharge the functions of a federation• 
Ulltil it is set up. 

11 

11 



CHAPTER XI 

CONSUMERS' CO-OPERATION. 
Conclu- The Simplest organization to supply the consumer needs of theParagraph 
Nons & l'jlral population is a consumers' society for each village or a NS" 
m~~:: group of villages. Rowev~r,. where the org~niz~tion of 
tlons No. independent consumers' soc1ehes may not be JUStifiable at 

108 present, as many as possible of the satisfactorily working vil­
lage primary societies should undertake stores business • 

. 109 The village primary society undertaking stores business should 

110 

111 

(i) separate the stores section from the credit section, 

(ii) deal, in the beginning, only in those commodities which 
are in daily demand, 

(iii) purchase stock after preparing an estimate of demand 
with reference to established needs for a period of montlbs or 
preferably after obtaining ip.dents, 

(iv) sell its goods for cash or against trade deposits, and, 
if at all it gives credit, restrict it to members and limJ.t it 
to such amount that, together with credits given for other pnr­
poses, it does not exceed his total assessed credit-worthiness. 

(v) not be prohibited from selling its goods to non-members, 

(Vii) distribute patronage dividends only among members, 

(vii) encourage thrift among members by inducing them to 
leave their dividends with it as deposits or to convert them 
into shares, and-

( viii) make constant effort to educate members in utility pur­
chasing, i.e., buying goods that yield the best retnrru for their 
price. 

Half the working cost of the stores section should be borne by 
Go.vernment for the first five years. 

In the case of industrial undertakings and large employers of 
labour like railways, workers and oth'er employees in eaeh of: 
them shonld have conveniently sihlated co-operative stores. 

In the working of such stores, the following features of similar 
organizations in Madras should gelwraily be adopted, tho 
features being :-

(1) Credit trading is backed by the em}lloyer's undertak­
ing to recover bills from wages, Often, the employer himself 
makes trade deposits in the name of the worker, effecting re­
coveries from wages in easy instalments. 

(2) This employers supply the society with funds whenever 
needed so that there is no outside borrowing. These advances 
earry a low rate of interest, and at times no interest at all. 
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Conclu- (3) The employers plaee l!t the disposal of the society the Parapapll 
Bions & i!Cl"Viceil, free of cost, of clerks, stationefy; furoitnre, bilildinj;s, llo. 
:!,~: godowful; trllnsport vehicles, etc. 
tions Mo. (4) On eertai:m festive o~asions, the employers subsidize 

sales .ii: or even below elist price. 
11! · :ui p~~;,.;;;s, iliicii a& :Madras, ~here tlie eonsnmers' movement to 

in Urbim lireiiS lias successfully establisheii ~taelf by jlta;rting 

114 

115 

116 

117 

118 

119 

with a .nwiilier of unitary societies and later fohriing eentraJ. 
aocietieoi of I! feiiera1 <!haraeter; this type of organization shollid 
contirille an~ evecy endeavour should be made to expand t.!UI 
movement oil tliek lihes. 

In such provinces, a eons,;;;.eni; society oii tne Rochdale princi-' t2 
plea should be established in-each town, the aim being to have 
one soCiety' fo~ h. pbpulatioii of about 5,000. 
Tiiese ilodieties Will draw fue funds needed to run.their ~UJ>in~ 
from ·their sha!e capital and loans from central eo-op~ativa 
lialb •. 

Tli;; .b~pera:liv~ l)epartnient shoti!d fix targets eoneernmg 
aJi&fil eapitat fOr vanotili types of stores in IICC_Ordanee wl~ 
loCal eonifiti~i.s: Tli~ Depirtnient should similarly preseribe 
li!liits filt' borroWhig by societies. 

1h1f tii; .;;,-;.t of .i~rlong & primary urban society should ilfl 
borne by Government for the first five ye.~rs. 

- ~ - - J ·-- - ' . 

For each gtoup of_ about fl.l'ty e~nvonioiitly situated urban ·con-
sUme~~ Societies and r~al_ SocietieS ~caHng in stores, n c:a,.ntr!tl 
society. should . he . organized, to which they should be affiliated 
by purchase of .a prescnoed number of shares. _ 

:Half the oost of !\llllling :a cen1f~l soeiety shoi:dd be borne liy 
Government for the first five yearii. . 
A prti~neial co.nsm:ilers' .,Oeiety shoilld, be organiZed to CO• 
ohliriate the work of the central societies _and also tel unil#' 
take inter-provincial trade and to collect and dissemmate market 
intelligence, such "!' that regarding production and mlll'keting· 
centres arid iigencie\; iti the pfuviiltlil and outside. 

•• • ,. !- '·· • I ,: ( •-· ., .· 

IJ,al~,. ~~n, .<;<>~t, 1of rurmin.!! a ntoviiieial society shOUld he borne 
bj Government for lhc first fi\e l.,n,, . . 
, . ; . . .... ~-.. . .. .As regards tb~ .small co-operative. stores organiMd in largt! 

num!J.er!l ,in. towt)S and , cities du:.:irig the war; 8Ii active policy 
o.f. all)algatp.atior! of t!iel!e stOres irlto' a single tow11-, or city 
st<ir~ sliould b~ purstied. · Tlie city store may use tbe .present 
smdll stdtes ii.'. -branches till the contrqls exist ; but when th-. 
cprittols ~J,r,c: w.ithi!rawn, it may . either deal through tliese bran~ 
ches or convert itself into a unitary store. 

In·prdviliQes,_Sllch as, Bomhay, wher~ co-operative organizations 
a,r.e)ikely to fa:! unless full advant:i.<te is taken of the economie!f 
offered by lili·gc-sciile enterprise, the organization of consum<:r: 
co-operatives should start with the establishment of a provin­
cial ,socj~ty. ,haviqg; !Jrancb,es s;pJ;ead over suitable regions, with· 
lil®.l :D.ein!lers luid lilehl corlifuittee!; . 
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Ooneln- The provincial society should, .a.s . far as possible combine in Parag,:,.ph 
alons & 't cJf th f t' of "'· . . ' . . · No. · .Reoom• 1 s . e unc 1ons •ue pr1mary, central and provmc1al sO· 
menda- ciclies. 
lions, .Ho.As its b · · est blisb d d. 'ts · · · · · ,. . u.smess JS a e an 1 poSition . stab•lized, 

" i• will •gradually extend its services to other towns by opening 
branches. As the aim ·is ultimately to convert. the" branch or· 
ganizafions into independent societies, the J>arent instituti.o" 

191 
' ., 

128 

· llhould allow, consistent with efficiency, the patrons of each 
locli.lit:Y! to mrur a looal branCh, and, .when sufficient local in· 
terest has been aroused, it should offer to the lQcal patrons' the 
opnon of con,verting the local inl>titution into a society of the1• 

. ' •wn· 
Tbe eentral and provincial consUmer societies shou,ld pw·chase 
their requitements, whenever possible, from· produ~er w,\:;c'tie> 
pref.;.,.bly from those marketing goods in bulk. 

To ensure fair terms of business and generally to harmonize 
the · interests of prodll'Cer and consumer societies in their 
mutual· dealings;- tire Provincial .. ,Co-operative · Council' ,.SHould 
~onStitute ·a ho>-incial· Advisory . C9nunittee., alld ot~eJ:;'iiliriijai 
~ommitteos. for sunable regions; to settle am;icably q~estip~ 
relating to prices and other terDJS gf sale in case of disagree-
ment. . ;·,_. · · '· ~ : -~ ·~ · -. 

. ·~- . -. 
The Provincial Comm,ittee sliould consist of the Registrar of 
(h.operative Societies, as chairman, one representative of the 
provincial consumers' society, one representative of the Regional 
Promotional AgencitS and one ropresentative of the provincial 
marketing society. A Regional Committee should consist of a 
rsp:resentative of the Registrar of Co-operative Societies to act 
as ehairman, and one representative of the central consumer. 
110ciety, one represer.tetive of tbe marketing societies in the 
region and one representative of the Regional Promotional 
Ageneies. . 
In all towns in which milk unions are established, 'consumers' 
milk distributing societies rulso should be established. 

Tbe oonsumers' n.ilk distributing societies, in order to .have ·a 
large and growing n:;.llmberShiJ)'. which constitutes one of the . 
faetors on which their successful working will depend,· should 
DOt seek to attain it by restricting the sale of milk to members. 
The daily milk requirements of the consumers' milk dietribut­
ing society should be supplied by the producers' union on the 
basis of a ecntract fixing the terDJS relating to quantity, qu \lity, 
price, time of dcfivery ete. 
Tbe SOGiety ehopld arrange for pasteuril'lltion of tbe milk before 
distribution and alse for proceq any milk that remains 

UDIIOitl. • 

Tbe eapital erpenditure incurred,by; the society on pasteurizing_ 
,..a proOOI!Iing pi.Pnts should be en~irely 111et bf tbe State. · 

13 

14 

14 

··II 



227 

i:onCio• Arrangements for distributing 
slODS & . 

milk should be decided by thcParagrapb 
k. I 1 "ti . to No. Reoom- memba-s of the soc1ety after 

mends- account. 
ta 1ng oca conw ons m 

15 

Uons.Jio. m Ex-service- personnel wployed, ill. .J!> .• I.4..S.C., Delhi Issue 
DepofiB, Officers Shops, etc.," will be very useful in organizing and 
-~g .. nsumers' co-operatives. 

· 128 EaCh eentral consumer . society i~ to be provided with a go down' 
costing about ~. 20,000 and each provincial consumer society 
with a godown costing about Rs. 50,000. This cost should be 
met• entirely. by.,Government. as. a free -grallt~ 

111'1 
j ,·• I L .,, . 

The <ro-Oper!ltive Department ShoUld appoint the. folloWing &taff 
to be in charge of the consumer movement·in the province ·:...:.. 

• -: ' r , , -. , , , •• , 

(f)• .An offieer·of Class I iri.c4arge of urb.l!1l;stores, 

,, "(ijj 9n~ ~U~toj for .eVm f~n ~ba:D.Ifioilieti.es to audit,•inSpe~f) 
and I!I!Pei:vise them. 

. l . • J' 

• (iii) o,;e audit party for every live ce'?-t~ar,."o~'etle~ 1(0 .~~'!!~· 
~eet and ~upem'le ~em, . end? party .cons1stmg of nne atid!!Ol! 
and one aSSistant auditor. · 
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CRAPTER X 

URBAN' CREDIT 

Urban banks approved Dy me .tteglS1;r&rj "sl!,Oul4 be -l!ll9W.ed, .tO 
eollect salary, p~vident fund and pensions, a list of 9ucli bankS 
being supplied for the purpose to the Treasuries concerned. 
Cheques drawn on these banks in payment of taxes should be 
accepted by the -Treasuries. .-

The demand made by the certain urban bank.• to convert them­
selves into joint-stock banks is urureasonable. However, Govern­
ment should delegate some of the powers exercised by the 
.Registrar such as inspection and supervision and determination 
.of credit limits to a non-official federation of urban banka, 
particularly in those provinces where urban banking has made 
good progress and the b$ks are well managed. The Registrar 
must, however in order to fulfil his statutory obligation, be 
placed in a position to revise the action of the federation either 
on his own initiative or on a representation made to him. 

All offices employing fifty persons and more should organi.ze 
employers' co-operative societies. 
With a view to overcoming the difficulties created by the amend· 
ment to the Civil Procedure Code raising the non-attachable 
limit of salary from Rs. 20 to Rs. 100, the C()-operat~ve S()­
cieties Acts should be amended on the lines of the amendment 
made in Bombay and Sind whereby if a member executes an a,o-r­
ment i!' favour of. the society authorizing his employer to make 
deduchons from his salary towards payment of the debta or 
other demands owing to the society, the employer is bonnd to 
make such deductions till the loan is fully repaid or the demaad 
of the society satisfied. · 

Where separate societies for menials. or low-paid . employees 
ru.·e orgnmzed, the employers should assist such societies by pro­
viding the staff required for their management, and by the 
grant of interest-free loans. 
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Clouclu- Credit societies should be organized iD every mill or factory for Paragraph = & providiDg the credit needs of its workers and also for promoting !lo. 
men:= laabits of thrift. 11 

Uo~o. The f*t9P' "l:"~r~e~' ~~~i~tie!l shoul~ ~': ~sisted ~ th~ ~~loyel!l 11 
i88 by supplying the necessary staff for their management, by oontri­

buting towards their exp~J l!I ~ting loans free of interest 

~ t f l?i_ ~~ of h41~~ ~ ~ r~':1t':f ~ ;!D-~~~ d~~ 
~ . ~ f9e~~<4 H-~~ ~ ~ ~~~ F C- ~.ian~ g:: ~ ~ ~~ ;~~· 

C87 The Registrar of C<H>perative Societies $houl!l wo~ ~ el~ ~-
1 ~W!~tj~~ Jit!!_ thp !"!~~ q!l}~£. ~ ~N!'li!4Pi ~'H~!! ~ 

ll!'P~W~ ~~!l· '1.~~ g~ wq~~fJ!· 



CHAPTER XI. 
;HOU!:IlNG, HEALTH AN.D BETTER LlviNQ 

HOUSING 

Oonclu- In. any_~ousing .scheme, 00-~I?er~tive ~or~ has an advant~e ~ver.~grapll 
&Ions & pnvate enterpnse because 1t 1s pr>marily · concerned Wlth the o. 
Jlecom- interests of its members · a 
menda- • 

&Ions, Jlo. In all sch~es of town planning, a definite place shonld be giTen 11 
188 .to CO-()perative housing and specific areas shonid be reserved for 
189 people belonging to low or middle income greups grouped Into · 

co-dlpera1;ive housing societies. 
140 

141 

142 

148 

144 

Whenever the Government, municipalities, improvement trusts 
and similar bodies have at their disposal lands to sell or 
lease for long terms, for the construction of houses, tbe7 
shonld give them preferably to co-operative hpusing societies 
at favourable rates. The present policy of selling the 
land by auction to the !highest bidder forces up prices mel 
contributes to high rents to the detriment of poor and middle 
class people. · 

The Provincial Co-operative Council sbionld organize, when 
it considers that conditions are favoura111e, a Central Co­
operative Housing Society in each province, whose main funo­
tion will be to grant long-t~ loans to housing societies 
mainly for the purchase of house sites and for llhe constrna­
tion of houses. It ma}'l also purchase building: materials 
on a large scale from wholesalers and supply them at reason.~ 
able rates to the housing societies. If it is to attract cheap 
capital and command . sufficient funds to discharge 11he fane. 
tions mentioned above, its debentures should lbe guaranteed 
by Govermnent. · 

The finance required by the housing societies should He supplied 
on easy terms by the State or· by insurance companies, pre­
ferably co-()perative insurance societies, or in special caoea, by 
land mortgage banks. 1 j 

Although the value of the entire property owned by a housing 
society may be large, the share of each individual memb.lr In 
it is small. If in levying taxes oDJ a housing society the 
prin~iple of progression is followed, it will operate to !h.­
detriment of the individual member who will be called upon 
!o pay a rate much higher than w'hat he would have to pay, 
if the rate were based on the value of his individual property, 
The taxes levied on a housing society should, therefore, be 
so calculated as to make full allowance for the fact. 
The co-op·erative housing society; should, as far as possible, 
engage the services of labour contract societies in its build· 
ing operationR. 
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~oncla" Labgllf .<JOn$"Uetion eo-operatives should undertake t:he pre-Pa~pla 
~ons & paration and supply of bricks and other materials' and. the llo• 
m~~~m- . comliruction of houses. .Ex~aervicemen with training in 

tions N~ leadership should also C)rganize · Commun•y· Welfare CentriS 
' ' on these housing estates, containing facilities for recreatien, 

':ead4'g-rooms, etc 

146 A eo-operative society of tenants ID!J.Y . be formed and may 18 
undertake to collect rents from the members whO occupy 
tenements, particularly tenements belonging to Goveniine'llt 
·or ·public' bodies. Where t:he landlord is Government ·or· ·a 
public body, arrangements may be· made for the pttrchlllll! Qf 
the. property by the co-operative society. 

146 The feasibility o:t; providing· ·rural houses on a. co-operativ!' 
basis should be:. e'xamined. by . . the .P110vincial Co-operative 
,€()unci!. as soon as it is established. . A OOo<lpera~ve hOOsiDI 
society may be organized for a group of viHages ~~elected by 
the Provincial Co-operative Council or housing< may' be under­
'taken' by the multi-purpose co-operative. society operatmg. in 
ltho~e · villages. . The houses 'JJl!J.Y be . taken oveJ.' ·by t:he soci.l¢>' 
l'Pd giyjln on,re11t -to members, option being given to t:himt to 
purchase the houses oecupiod by>' them on )lire-purchase system 
ov~r · ,· period of 20 to· 30 years. 

#he~~ tke~e i .. ~ suffi~ient numb.lr 'of ex-sevieemeu and others 
··-·•._ • I-, . . ' . . - • 

in a village or . a group of villagee desiring to · build '· new 
'.i - ., • • •• 

houses. senarate. rural housing societies should' be· formed." 

·HEALTH AND MEDICAL CO-OPERATIVES •. 

147 'The ~eds for health and medical services iD. rural 8.ncl urba'a :Ill 
area~ differ wiijely. rri. rural areaS there is a lack of medical 
illilenities, whpe m urban areas 'they need to be snpplementcd 
on a larg:e seale. ' 

148 Provision of medieal service, Improvement o! saw.tat10n, eon· zo 
trol of . epidemic dise-ases and the undertaking of other similar 
measures for improving t:he heaith of the pllpul'atioii , are 
primarily the duty of the State. It may, however, . be long 
·before a complete State mtdical service is available tQ . ~~ 
people for the prevention . and treatment of diseases. Volun-
tary effort organized on co-operative lines can therefore ·play 
a useful part, in the meanwhile, in the· furtherance of t:hese 
objects and in supplementing State effort in t:hese directiona 

t49 J?ending organization by the State of medical services on 111. il& 
comprehensive scale, the State should help voluntary· efi'A>rt 
organized on co-operative lines for such purposes · as ·· the 
prevention and treatment of disease, clearance of jungles and 
.swamps, reclsmation of marshes, draining of pools an~ tren-
ches, spraying of mosquito-infested areas with insectici&e, 
et'c ' .. 

150 For societies engaged in anti-malarial work, jungle cleari!IIC8, 25 
reclamation of marshes, etc., t:he Army p·erson111el . wbich has 
been trafued on Up to dam lines in tbe medical, sanitarY . Alul 
anti-malarial services will provide excellent members. · 
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~ ~y;~~~ c<>-!!~·~'l:tiye CP,uncil ·~o~~ ~aim Clear!~ ~1-el,l~ 
~ br4lg into exis~ence co-oper11,tive lt~altjl 9rg~ti<;>!!S• !!ft~ 
~png t~e det~ls ~f th~ working of tl!ese bodi.S in eqn­
fUJB>tion · ....,th tb), Vari9us mterests ·concerned, 

BET'l:ER LIVING SOCIETIES. 
;:: ~I.!~ ... ~• · .. ~· : ··. :: r r;- f. 

The activities of )letter living soci~ties should centre on &ome 
~;,~nlji~ 'oJ>Jec~v~ ·such ~· .~edit; ioark.ethig, ·p:riiviSi<>zl "~i 
h~Rid . requip,~~l!~• e~. :rp.e refornle4 . !Uld' ~~~~\\;~ 
Wlage' prnnary SOCieties (mentioned in Ohapter III) shoU14 
~ke the functions of 'better living societies. Where this 
iS 'iot"pcissible, separate sOcieties may be started with returned 
aervice personnel and other village folk, both men and wom:a'i: 
as members ; and when the co-operative idea takes root, thei'r 

~;:Jt~ ·~y, h:. ex ... ~~.}·~ and tJlev may hA 'converted 'lnf.i 
Dr P1'1Dl&l'l SOCieties. 
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CHAPTER XII 
r: ''i ,• ' ·.• 

V{OMEN AND CO-OPERATIO~. 

::~ ·.i!~ ~-operativ~ !JlOvero~~~ has n!>i p~d sufficien~ j!tl~~Ho,n W Par;:"'t*. 
llecom- th~ SPecial features of th~ position of women in Indian society. l • ana- ~~h..·-··· -! .. ~~--r t -- ~ ~---- • •• : .• 

Uons. Bo.!rlle pa'f!icipatio~ o!i WOII!en is !l~ PRJ;~~ :in.lP.q~tap.~ for ~ l 
US success of 'actiVities engaged in by consumers! storest indnstrial 
10 

societies, !CO-Opel'll.tivl! 4~~ '/''l~ ~<,!I1untary health assooia'-
tiOIISj. . ·, • ••' · I 

1 

:leO Women workers will be the lle8t agency available to the Co- I 

S!(!~'JoH~~ !!"!Vem'l'l~ ¥> f\Jlij>~ ~ts ~!"~!\ ?~ so\'i~ r~~ 
lltruetion and betterment. . . . · 

. ~-. ..... f • • -

161 The Co-operative Dep~e"~ in e~h pro~ee sh(!uld eJ!lploy ~;~t 7 
I~ !?ne lady ~~is~CRe_gisfra! o~ W:om&i· 'Special'··olileer 
~·enc~e 1women to' joili tbli' CO')Jperative movement aind't.i 

tea 

1M 

~· 

~ ~~.t Hf .·~: ':t'"'liZ! o .c r. >r o:·:: ;·· ·.·: ''J- ·tJ 1 ~r:,..-.r,,-::"r,;:, Ft•t.r .,.; 
(IA'g~!! M~4 ~pe~ 'l"OJ!le~'.s SO<!!!ltt"'!, -
Jbe DeJ>'ar_tml;nt ,should employ for every 25 women j! societi<18 
~ileruit one \i'oinan 'welfare worker . and the requisite suborcfi;. 

;. 'l :. ' ' ,_ : ' t '' .. '. - '• •. ..,., ..... .:. 

~:t:f ~~ to direc! an~ ~p~ ~~ wo~. · · , · 
!l'.!IeJZe i§ i'lr.eady io exjstenee a trained ~ody of w\)m~ welfa~ 
workers· in tht~ .Af!nl! lmown Ill\· '~ ~va~~~, ih~ 8J!ou.lcJ, 
if' they d. qualified, "be prefemid to others 'for employment in 
'-"· •Jf ,• •• • • r •• '• - .• •• • • -• .., • • • ,. • f • •' ' ' • 

the ·Co-operative Dep~~t ~- !¥~ we'f~~ r,~rkm.:s. ' 
A SPecial effort sliould he made to eooonrage women to jo'a 
"'~~ ·a;,a li.itt.er'liVin .Ocieii..s.' '· - ·- ,,.,... · · • 
~:w .n~~~" :• '• ·. _- · r.-- 9' ··fH': ~:~· 
.ln rural ~eaa, women ~o1Jlcl l>e •l!l'oll~ Ill! '>"embers in ~­
n1Iai;-e "primary society, but if in any locality' their interosi:S 
~ ~~w·:~--~~ -~~-~·i- s,~ryeti b~. :ormmf ~· ~?~etr of the~ 
own, they may form a separate society. - · 

-C0:-oPE!l''!ti~ ~AA)e~i~s ~cl~vo1'1Y f<>r WOI!lell sJi~nl4 be f~Wl~~ 
for the purpose of undertaking activities such aa home in• 
dn'stries and- thrift~ Maternity and child welfare, recreation 
aulis'," .kid erailication of 'social evils, e.g.; dow-ry; ertravagant 
social elfPenqitnre, etc., may alSo be undertaken byo them where 
q.·1r•-- - ~ r ·,·· r·· . ~ · • ' · · 
wecial funds for these purposes are available.' . . 
.L ..... _, J - • •) • • ' . • . 

In urban areas, women shonl<l be encouraged to join all tYP.es 
of 00-operative activity, particularly health and medica} socie-
ties an'a thrift and consumer&' stores, and to participate activeb: 
in their management, 'by makiog, for iostance, provision for 
~eclaJ womeri '8- ciozrmittfes and for seats for womm on lt!i& 
· • "-. ''board. · · · 
~--:1•", 

233 
' " 

7 

7 

7 



234 

llonelo· The Regional Promotional Agency, the formatio~ of wlrleh ~Paragraph 
slons & been suggested in Chapter Vll, should orgaDIZe and assist liio. 
Recom- · women both in rural and urban areas to undertake home eral¥8 7 
mend;· and cottage industries such as tailoring, embroidery, knitting, 
ons;_6t lace-making, pickle-making, ~and:s'pinning! han4-pe'?'ding_ ~f 

167 

168 

169 

170 

171 

17l! 

173 

174 

\75 

rice, basket-making, mat-weavmg and making of vanous kinlis 
of· fancy articles. It shX>uld specially assist WXJmen belonging 
to .·the scheduled castes who are experts in making baskef!ii, 
winows, thatties, and other domestie and household goods.· 
·Further, it· should arrange. where • necessary, training claaselt. 
:to iteach iill. women. simple hOme industries and arts. 

' . ' . 
CHAPTER XIII 

T:J1,ANSPOR'J;'. 

T"ririispC;rt oo:op"erapw . .,.o"cietlt!s composed of 'ex-serricem.en 
and small owners of vehicles should- be organized in different 
P:uis, of. tlte country; _and Gover~ent should . ,Place at 1 ~ 

. disposal surplus vehicles ·at nommal rates.· · 

. ·-·~-- •' ~-- .;: - . ·'- ~( . : - ' . ; .. . . 
,'J;he Provinciill Cocoperative Council should watch the progreils 
:in ·the development of road construction and suggest to the· Co­
operative Department from··tim.e to time in what· areas tra;ns. 

.pQl"t co-opj!l:jltive societies should be. organized. , .... , .. ' .,. .r 
P.asse11geys .and .. go()ds .traflic on new roads sho..rl.d·. be r~d 
for co-operative . tr,ansport societies. . · ... ·· . ·' •· 

When a sufficient number of transport societies have been 
'organized· in a;· pv:ticular area, steps should be· taken to or­
ganize them into unions for co-ordinating their . aetiritie& 
•.specially -as l'egards rates, freights and routes and for o~· 
ing oollecf7vely . their various requirements such as .tyres, 
petroleum,- lubricants,· accessories, etc. · · · · 

'Macbfue. sho~~ ~hould. b~ orgatrlzed on eo-opeJ:ative lines where 
necessary and Government should place at their · disposal snr­
'plus·'macbinery and tools at specl.ally' reduced .. prices •. TU 
·possibility of converting after :the. war the ordnanee factol'ies 
ani!. engineering . worksh:ops i,b;t~ manufa.cturing centres for 
the supply of tools and agricultural implements should be 
examined. 
In or!tauizing inacbine shops, the :services of Regional· Promo­
tional Agencies should be utilized: 
Attempt ·should be made, with the co-operation o.f the Country 
Craft Organization Officer, to organize co-operative societies at 
pnportant centres of country craft building. · 
The Provincial Co-operative Council should examine the scope 
for organizing country craft societies on co-operative lines and 
!!elect places Where they should be oxganized. 
The . country craft societies should be supplied with better 
boats and in some cases diesel engines. ll'inance for this pur· 
pose. _should be supplied by Government. . 
Th~ Provincial Co-operative Council should consider the ques­
tion whether a particular area should be reserved exclusively 
for transport by country· craft and should approach Govel'lt' 
ment to have it closed to other _forms of transport. 

.8 
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CHAPTER XIV 

C6-0PERATIVE INSURANCE. 

Conclu- Simultan~ously with 'the working out of plans 'for developme~PIIIIlaJ 
slons & the 'State 'Should· foster· any· orga:nization 'which is set. up· fer •ct. 
Recom- b' ll to · k · · f th' menda- ena ling person~ of ~a means ma e . provlSlon or • 141 4 

1ions. No. fJlture. What 1s. r~mre~ fo~: the purpose lS a ~o-operativo 
176 society Jlavmg contact w1th the maEses of ,peopl~ jlil ):-trral u 

well as urban areas through various types of co-operative 11l"· 
J$\l,llizatio.ns and. issuing policies for small sums even below tho 
;e.r~ent )!p'it of IW, •. ; ~0.~ 

177 :rn view 'of the'•importa:ilce of. insurance schemes .as· P'¥1 of a • 
;programme' of :.;;ocial .security, facilities ·for iD.SlEiing Iow: in­
-come groups must be provided). and ·.the'.• State. should ·l.>en.~ 
full· financial l!Ssistancc, even if ito .ds .considerable. .·Further, 
the Sta~ should. pay.a subsidy byj way-of <:ontributioa to. ~o 
premiums .of . life assurance policies taken out in rnrnl areaa 
for._Rs. '()OO'imd·below · · 

178 ,The,agti~{dttirists·who' a.r~,no~ indebted, should lie, per5ua.Je.I 1 :to take .c;>ut insurance policies particularly. marriage endowment& 
.end whole. life ,.(limited payme11ts). · · 

179 ·'As'th~'eost of issuing' small 'policieS is likely to be coinpara'tively • 
. hlgh,~·the: eo-operative insurance'· society should"· utilize ·lho 
. 'llervices' of other eo"operative organizations so as· to· keep· dow a 
·the expense ratio. 

'tlio' 'rbe· eo~operative insurance • s6ciety Will have, in certam rea- .,. 
'Peets; to adjust its methods of business to suit the special re­
·'qillrements of the rural areas. · In order to · safeguard ita 
'hrt~rests; the societyJ should lay down rnles ·and. condit;I"ons for 
the' limitation of· its risk· during the first three years, but ·s}iouli 
accept full risk· under the policy from the fourth year." · ,_, ···· 
fnsurers , shoul<l .be persuaded, by qffer o~ a li_beral rate ~ 
!Dterest !Jn advance payments to pay premlUmS Jil advarico -I& 
~o~d years to: ~orestall ,defaults in bad Yl"arB. · · • • 

181 The co-operative insurance society should prepare schemes It! 
insurance to suit the special requirements of the borrowers o£ 141 It 
land mortgage banks and members of primary and housin.f 
~ecieties. · · · , 

182 

188 

184 

It may introduce depositors' insurance benefit scheme f~r the 
~eneflt of depositors and members of employees' societies. 
qrban banks, and cenral and provincial aooperative loankr;. 

?-':he co-operali.Ye in•ursnce Eociety •hould specially trY-· 1:!; 
J_asure the lives of industrial workers and should in this COil• 
nerion seek the help of the employers and of the Labour Officer, 
Co-operative insurance societies should frame group insaP&ntlll 
schemes at an early date and introdueo! them for industrial 
workers .. 

.. 
u 

II 
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C.W. Though the main objeet of the eo-operative insurance eoeiey Pal'811'apl 
11DM II will be to extend the benefits of insurance to small and middlE' Ko. 
:a- class people, it shOuld not refuse business from higher ineome f3 
~0.groups, as the larger its b'!sine5s; !h<; lower will ~ its. expense-

ratio. However, fbe maxun.um -limit for a noltcy lSSUed by 
111 it should be :as:· 5;000'oi:/iii'"sp'eciiU·ea~·wtt!hlie approval ol 

tli&· R;egisttar, ~-- J;(),OQ!l, pfovided that thie !imi~ ~«ln!4 l)ot 
apply to policies tai<Oll out f.q eover loaus frOm land mo~e 
ll8nkS. i>:t :housing societies. 

tsa ~~~jal co,-?,V~attye ljfe insu~ance societies s!Wuld be or- ~~ 
g4ilised in ~ provinces. 

V'U'ious co-operative organizations such · jis eo-operative banks, 
factory workers' societies, eonsumers'' · societies ''·mid·" t1l:ial 
~~ties Shollld' aetively "take -part with eo-operative inllUl'~\lll 
swetiiis i:ll promoting insumnce bilainees among l!>eir lllel!l~ll, 
fi.,"b~ p~~' their memJleris to ~ .with ~J!m'!'-j;j.Ye 
lhl!urance SOcteties'' and ·collecting and reuuttmg pr-!IDIIV!l~ 
~of their members as eyllllllission agents. 

• ..., _...,.. .., en...,,e <De eo-operative lllSJ!l'ance societies su8Cel!lt­
fally to undertake insurance business amoi/g lo.tin-L ai.d 'lil'i.fcile 
iWSes aild thereby "eneour~; amonf them the' JW,its. b:f thrift, 
EIOVei-D:Dieiit 'lltlould pay them' interest' at 1 "per·--eent. · Shove 
Resel'Ye Bank Rate, in r..,.Pilct'"Of''the Statutory depOsits 'and 
lhat- P!'OP~~ion; ~f ~~r q't~iljties.. wl}j.cJ! ~v:e ~ l\ll m~"!i_Wd ~ 
tpp-ro~!l· ~cu,.ties; The 1Dt<ir'¥'~ ~~e" b;r th~ soc~ liD ,u. th~rr li!Yestments shoul~ ~!l eum!Ptild :from pa:Yment 't>l 
Ultom&-tu. 

14 

14 

-4-n 4ll-Inqia Fire !Jlll flenera~ Iqsur~ee Society ~?l!ld !Je 11 f' 11 
~~rganized ~V;ing oq i~ ~,ard p~ ~~ep.t :repre~~~ves 
~ djffe,ent prorfuees u. Jell "'! o( !Merent in~rests. · · ~ ::= ~~;~ ;1h~y~~p~g; iq~';f::;!!tt:JJ~ ~~ 
~ settle clllimll Wlthm lirillt.. fixed bJ!· 1ts ~tra:l board. 

' The Repstrars of Co-operative Sometles Rlloul davise aU 18 
10-0perative ·'societies to dear With thii' all-India 00-ope·,·atfve 
:insurance organization when it iS formed I in matters'' reJ.itirl'J 
fQ lll"e ancl general insurance business. 
1 . • ~· ' . 

:r'hl! fire aqd ~eneral Insur~ce Soc!etY. o~ Mad'"l's .~Y )>~ SO 
ti:mlllgamated: With the all-):ndia orgawzation when 1t IS estab­
~«;d. If there is any objec~on against t~is proposat it inliy 
~ue as a· sepBl"l!~ and mdependcnt · ~rganization; buf 
:m that case, competition should · he avoided • by ·excluding­
ltllllras from the· arPA · Of operations of the· all-India ·oiganiza-
~~- . 
!rh~ mstinjr cond~tions are not suitable for entrusting the SB & f1l 
ll~css_- of· cattle msurance to · co-Operative 8ocieties. • Thi! 
prqm~ctal_ go':~lllellts s~oujd, therefore, make an experiment 
in tP.~tt !Jircctt~n ~n th~ lines ~e~ !JU~ in the R!li!o~. Afta!:' 
~ctent expe!"'ence nas hecn gamed, the question of giving U.>tt 
msurance busmesa a co-operative form should be oonmd..-..-.a. . 
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.Colliu- W'heo. eattle insurance ia organitzed on co.-op.erntiYe Jines,P*rag,. 
aioAS& · · · - - ·1 ·'·r- •~ 
Beeom- arrangements for re-insurance Should be made either with th'a 

- • ·' • t F.~ 

menda* Government or with re-insurance societies organized for the tl ODS, .JI'O, . . . .., 
pllrpo~ ' 

193 in tlie p;:esent CircUmstances, crop msiirailco .. ia j)eyqnd uiii • 
se<.po of private agencies or co-eperative :organizations,!. 1 ~ 
sch~me bf .U:OP insjll"QI).Ce should; therefore, be undertakeJ! 
""Perimenta!Ly by the State. The n.ature, size a!'d scope o~ eac& 
experlptent. ahould. be 4etermineq hy ·~tistical. eiperts wlio 
have expe;ien~ of crop estimating .. The furi4s reqtiirea, foi' 
these experiments shonld be estimated .. in consultation . 'lfitli 
agricultural an!f actuarial experts and provided hy the Ceuti-81 
~ovemment The War Risks Insurance (Goods) Funlj. of the 
ol>vemmetit of r'ndi& estimated to amount .to over . Rs,2i 
~lei! . .Pr~~deS a iiseful 8otfrce for meeting the ~ost oi: th ... 
eqlf'nlllen..,. 

~·XV· 

ADl'rttlttSTRA.'l'ION AND LAW:. 

ADMINISTRATION. 

111'i' ~ j~e.,j::;ocOp~atJ.ve. I!IOVe!Dent .. is to ... IJe _deVeloped (iii cblll~ 
prehcnsivo ·lines and is to. inake .. p;,oper conmbiiijoii I;Q Uii 
economic development of the count!'Y and the raising l>f tliti 
1\tandard. of Jiving .of the people, the .essential requ.iremerlts; 
inter qlia, .are the, equip111ent .of t)l~ Go-opeqtive _Departineiit 
in, eacJ\. pr.ovince .with. adequate ;and right type of pei:sonnelj 
~ .. iJtcreaaing ~ parti.cipati9n of n~n-pflicials fu_ the iii6veincnt 
lli!.~ _t~ torgilig. ot,a. lin!!: betw'eeji the non-officials iind tli6 
_S~te. rep.r~ntell by the ,bepartuient of Co-operation arid other 
D!ihon-huildiilg depllrtm~rtts. 

• ( • , - " I ~ • i • l "';' ' ' 

195 :X:he CocOperative, Dep.artmen,t should .be properly equipped not 
only .for_.diseharg_ing effi~ently it~.,J:!r:~;~ent .. duties but_

1
a1so f~r 

undertaking the. Jncrensed respoi)SIDiliiJ!es . pla~ed on: 1t . by lli8 
plans. of development proposea in the Report. 

196 .it. Will oo 8\i ad~anfage ff the officers of the t:o-operative 
_n~);;:u.i;.;.~,:,_t fu. tli1 ;.;.loris i'>~oviDcils ~e. as Jtar as ilo.Siim~ 

. -' " '!.- I 
uniformly desognated 

twr ,i~ ih~ Jn;,1;~,l~~. f,k Uie Registrar !8 ~bly .tO !le ~onsideralily 
increased in; the. ;icheme of ,cq-opey-ative. de~elopmeiiJ proposed 
in the Report, specil!l .carl! sl;wuld be, exe~cise!f in hiS ,Sele~tion: 
He shou'd. )1~ " ¥!'1'1 o£,ou~aniling. ahility.and tenipemriientally 
snit~d for the, worJ< of rut)ning a ,PO!!ular .~9vemimt of ,thjs li:fud. 
~efore •he assumes . chllrge. of the post; ' he )mould .·· undergo 't& 
th<>rongh traili.ing, and should workfor at leru.t two_ yeara as 
Deputy or Joint Registrar. During the conroe of his tr:iiuiilg 
as well as: during .his. tenure. of pffice .. he should . b~ 111Iowed 
·P.PP!\~tm,titj,es ~, !lh'!IY the .. working of the movement in other 
-J>1'9vince8 a.~d outsidE~ India; 



Canclll- ~e Registrar should ordinarily be· nn otlicer ·of· the' Itidtati l'ar8~aDll 
sloDS & Civil Service or the p,.o, ineial Co-operative Se1'Viee, No, 
Reeom- · 
-da· In view of the responsible nature of the duties· of the Registrar; 

tiDJII: llo.h~ should enjoy a higher status than he does at present ;. he 
· should rank with the heads of such departments as PolicE> nniL 

P.W .n. for general pu'rposes, .. 
Tile- tenure of office ·of the Registrar should be for about terr 
yeam. As such a long term of office is likely to make the officer 
ser~ior enough to be du~ for promotion to posts carrying higher 
emeluments, he should be fully compensated for holding· t'he 
paid till the end of the term. 

.. The staff of the Co-operative Department sbolild be properly, 
train~d and in order to attract persons of high qualifications to. 
tt.!' 'Department, its officers should . enjoy the same status .and 
G'raw pay on the same seale ns officers of the Revenue .Depar,t..; 
lllent. 

81 1l'lie work of organizing· new· soeieti'es · should h'e entrusted to 
tlie non-offieiat-,or~tanizaiion ~uggested· for undertakillg the work 
Gf supervision. The practice of appointing· honorary organizers 
ebould be more actively' followed. 

11111 "1'1)~ most popular systems of. superviSion obtaining in th~ 
'I'IU'ious provinces are two. One is a federation of co-operative 
aooieties formed for a provinces and mainta.lniug an adeouate 
1111cl efficient staff. Such a federation derives its income from 
eontribntions from soc-ieties and subsidies from Government. 
It r.ives adequate representation to co-operative societies 
wltith are to be supervised and conforms to the co-operative 
ifJpn t of mutual help . This type of . provincial co-operative 
fedmtiiin for supervision is the most desirable one and where 
1111eh " federation or institute or union exists or can be organiz-
ed f'llould be entrusted with the work of supervision, Govern~ 
111ent. sliould provide it with subsidies, large enough to 
eahfe it to meet its expenses without levying unduly heavy 
eontn'bntions on the societies which may lead to an enhancement 
of tJ,, lending rate to the ultimate borrower, above Ill per cent; 
In t"e present circumstances, as the majority of co-operative 
eoeleties are not pr<>perly developed, and as "'·rapid programtue 
ef expiii!Sion is contemplated by us, the entire cost o£ supervi• 
,;"" in many areas may have to he borne bv Government; 
With a view to .providing ·increased reoresentation for C<'-opera-
tivll ,.,eieties and with a view to imorovin~ administrative 
elllf'ieney, it is desirable that the federation should decentralize 
its :fimetions and · entmst them to local units constituted fdr 
eonvmient areas. These units may either be branches of the 
~P.l'lll , body or they may themselves be the primary units 
'"'••.II mav be federated liogether into the pFovincial federation. 
ne seoond ~m is the one in which central banks themselve• 
m»ervi•• affiliated co-operative secieties. Tllis system is 
llpea to the Cl'itiolsm that the financier's interest is like~¥ to 
JWeJint!derate over the interest of societies which are to oe 
apa nsed, and may therefore lead to their decay. This 

4 

5 
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Concln- cril!iciml of cuwu1WiJg supci.Yision and. finance in one and the Par<gra~JI 
slona & same institution, however, loses its force when the financing No. 
Reo~m- institution itself consists largely of representatives of societies 

.::. ~o.to . be supervised, as in Madras. This system may be adopted 
in provinces which find it suitable and the subsidies recom~ 
mliiDdod to be given· to the provincial . co.operative federation, 
tlhould be given to the eentral banks which undertake the 
l!liPervision. · · 

The function of inspection should continue to be performed'· 
by the Registral" as it Will also help him to keep .in close touch­
with the workling of the movement ; but as the movement 
develops and non-oftlcials are trained up to undertake increased 
~onsibility this function should' also be gradually transferred· 
to non.officia! bodies. 

'I 

:ZOll- A.pdit of societies should. remacin one of th'l statutory dutie~ 8 
of tlte Registrar. He m~>y, however, delegate this function tQ 
B011-oftlcial federations ·or ·institutes; who' should maintain It 
staff of duly qualified acnditors for auditing the ·smaller. socie,. 
ties. For the larger societies and centra.! -b!lnks the Registrar. 
may assign the audit to auditors placed by him on a panel. 

:zoa The practice of combining the functions of audit- and super- 8 
vision in one person is undesirable as it is likely to lead · to 
inelliciency. 

-:104 The classificaction of societies should not be published in the 8 
official gazettes. 

:1106 In order to implement the various plans of . development 
recommended in this Report, · a certain increase in Govern• 
ment supervision is inevitable in initial stages, but this 
control should be viewed only as a temporary expedient for 
assisting, ·guiding and training up the workers and must be 
ao ex«cised as gradually to· disappear. , 

.sus ~- tlte most important requisite for the developme~t of the, 
movement and for giying it stability and ;permanence ill the 
stimulation of interest among the people in order to make 
them run it themselves, the Co.operative Depacrtment should 
eneourage non-officials to participate in the· development of 
the movement with a view ultimately to handing over the 
entire working of societies to them. · 
' 

The varioD.t! non-oftlcial institutions like institutes a-nd uniong 
e%isting in almost every province should be greatly streng­
thened so that they may be able to perform more efficiently 
the • impoz:_ta_nt functions • o! e.ducating and orgooizing non­
oftlcial oplDlon and proVIding an effective medium for the 
Gpressio~ of pltblio OJ1inion and generally promoting the 
eOIIUJIQil mterests of the movement. The institltlles should 
be uoa-ofl!ilial federlll bodies; lint they should be libereJly 
eubsidized by the StGte to enable them to perform their 
ttm.e~- . 

8 
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&onclll• All important req¢1;!~ _of ~o-,op~l'!lotive. p~gress .is the. estab,~anr11~l'll 
lions & Jishmen~ of IS living link between the _non-officials and the 
Jleoom- State repreSented by ihe . vario~ n~tion~bri_ildirig_. depar~ment~~· tt 
:O~"?Bo 'l;h11 Stat;e, will _,equire ail orga~uzabon wh1ch will eont,_nuo~ 

WI 1y prepare projec.!,s of eeono'?1c ~evelopment. and deViSe "":' . 
op,erative . methods for thetr tmple~entabo?. . Such _ !"' 
ol'gaillzdion should include the bes~ .. and .~o:'t const';lcti~e 
elements in the province, and establish close and. ~?uti?u?,w.l· 
association between Government officers in the nation-building 
departments, eo-operative workers and lead~ non-officials. -H 

zos :E~ pi:ovirioo should p:r0vicie itself Witli such an organiZa-: 
ti,on liy settirig up a body, which may be knowil as the_ Pro,. 
vbiiiial do-operative CounciL The CounCil should be ml~ 
tile ah&irm~p of . the provincial Miriister-incCharge of ~ 
q>eration, the duties of Secretary being .diScharged by _ .the 
Jl,egistrar of Co-operative Societies With the assistance of a 
f'ull-time !ssist&nt 'Se&efii*. 

2(19 
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'fta A &sis tan£ Secretary sholil- w~ - v~~cr , u~ ;me s<a.~ o; 
~Joijtf __ Regiiit?~ pr ifuy o~er ~riion 1lill.o haS' haa Iii,nf 
eliperiimc~ of the Ccl-operativll movement. 
As rega~.b the ;~m~~~lp iif the Couitctl noil..;,il!ciah! atofrla 
be iii a majbnty. 

The twiction8 of the bonncll will tie fu :formlilate plahs alia 
policies for the development of the movement in the prbViliee 
and to initiate and approve. ,of experiments on subjects -relat­
ing to Co-operation. It will meet twic~ a year or often.ir-, if. 
necessary. 

·~ r 1 , . I I . , . • 

there should be an executive coinxiiiftee for the Co~cii 
• > • ••• 

The entire funds reqUired by the Connell should be provided 
by the provincial -government. It Will need :filDds to. nieet 
its recurring expendiblre and to m&Ke grilnts and subsidies· to 
co-oper&tive instimtions .organiZed for 8pecjal actiVities. ar· 
unde~taking specil\1 w:ork .such as co-o_perative fanqinK! 
~tile;b~eedi~g •.. e~c.1 ~~ W~ t,Iis~aji~e .. ,of __ the. , dp~cii; 

1 
.Til~ 

grantS and subB!(hes Will be m add1tion to those adm.irust~red 
al preaent by ihe . I!~gistrar ~f -l::o-o}ierativ~ Societi~s. · 

_.._' t. 1 . - • • . • . .. J. -

'l'he gran\s will be gi.v6'n on the recommendation cf the ex~; 
tiw committee. · · 

For the first 5 years """ provm01a1 government should grant 
to the Council e .ilmh of Rs. 5 lillli per annlJiii for maki.lii 
theRe subsidies. In subsequent years, ·the fl·niihcial require­
l!'•~ts of . the" Counilil;s~oilld be provid~a for in a budget 
1Vh1ch slioWd be submitted for tlie sanction of Goveritihent; · 

;rhc:e . should. ~e ~o-ordinatlo~. ~f.. ki~rt ~6t only betw~n 
!)fficials nnd no~-official all'encie~ hut &lSI,> 8JllODg the va,riou.S 
aevelop~ent ~el?"1tm~nl;1! of: ,.th!l ,State on an all-India basis.­
'Y_'ith thi~. ob)?ct m tlew, an A?I-India boun~il of 'co-opera: 
lion sholild lie se~ · up: · 

tt 

tl!l 



~.The: Col!l'cil will_ consist of two . parts, a · Go!eming Body--~ 
~ICI!d ~ which ;will :haye .the manage~ent of all the. ~s and. fan.~ 
~eeom-·of .the Council and an AdVISory Board, which will adVISe thv 
J:mnda· ··· · ' ll. a1 t b 't ions. Bo. Governing Body on a propos s sen y 1 • _ 

The functions of the All-India Council of .Co-operation "'oulcl 
lli.l ·geiierliliy t'o wat~h, guide ¥d fostet. cd,:~l!er~ti~e. ~e:vel~p­
iiieht in the' countit and to a<i;vi~e the ¥:;e~t prgvmc~~-·~d 
~tn:tes on 'Varibus mafrers r~li!hng to agnciiltural . :o-o~~a­
Hoii.· mdristrihl co;:operatioh and co-operative :marliefulg, _ e~_c., 
and' on the applicability of cll'-'~perative inetliod_s fo~ carrymg 
out scjlemes of improv~d ~armm!l', cattle-~reedmg, ·e~e;0 that 
·may. be suggested by . the Impenal Council of . Agncultu:ral. 
Reslliirch- or by, tlie Indian Central Cotton Coinmittee . _and 
Similar ·bodies. Tt will also work as a clearing house of •in­
formation for the countt-y on all ma.tters relating to the Co-. 
11pe1•ative movement, · 

211 ,'?;lie,' w~r1rmg cq~t .of the Council w~ ~ppr~ately be 1ll 
'Rs. '1. 77 laklis per annum. . The CounCil will req1llre funds 
:for inaking _ grliilts ' t.q the provinces for encouraging .. experi­
liielits Wid development of new types of co-operativ!l activi-
ti.~s. A sum of Rs. 20 Iakhs .may be placed at its disposal 
by lhe Government of India for the first 5 years; the amounts 
to be placed at its disposal in subsequent years. should be 
.determined in -the light of 'the experience gained from vear 
t? year.. 

CO-OPERATIVE LAW. 

Th~ e:iPei-ience of the ·workmg of the Co•oper•mve ~:~ome11es 
Act <if -1912 and ·the Acts passed by the provinces has shown 
!h~t . the;r sta.nd .. in· need. of te'l'ision in certafu i'espebts. Jt 
IS ',nl!cessary. that the. defects in the laws shOhld lie removed 
i~ 'as to facilHlit!l . t4e smooth :working of tlie 'piatis. The 
pi'OVi:iices· fu whicl1 the Co-operative Soci!!ties :Act, i!ii2 js 
still m ,f<irce Shoiild pass special ,acts keepilig irl view ti\eir 
pdl!t ~:iperierice and the; future· needs df the movement. . The 
'flrovlnci!s which have already special acts shoul<l exiimiitQ 
fficir prbvisions . and bring them up' to iiate. 

~l'~e, p1·ovin~ia1 goverhni~nts shiiuid also . ex&nline btlier acts 
'!Vhich., have· a bearing on the do-operativ~ .-.m<>Vement •ahd 
am~d them suitit!l!y._ Wl>.ere such, an A!!t -falls 'Witl!ln >the 
l~islKtive · jurisaietion bf 'the ·c~iitia! Governmentr tMyosH8tild 
take neci!ssary steps ., tp aiuend it. 

m i'te ·a~~Jtiiion .o£. th~ ~ord ~·~a.r in Section 2 'df the 
~1'~pefat~ve Societies Act; 1912, shOuld Inc1nd8 the Rerister 
pf Ill.dtisfrial -CO'O.Perative ~oci<if:i.>. ~tid Director of . ·Small 
f:ri!!u~ti'les. 

IU Til :view ~~! t,he o~ns.iderations set forth iii Chapter m, .a 
.Boeiety 'm':y lie pe~ft~ed tc adopt limited or unlimited liabi­
lity. · ·Agam, ·_!l pil>VlBlon , should elso be made in the Aot 
:llrtllbling societies to cllange their liability. 

11 

.ta 



: $JlCIU· A . specific p.rovisien ~or appeal· against r~usa.l by the ~eiPa-:"~ 
atens & .frar .to regiSter a soc1ety should be m~e m the ~ct ~ 1S ~~~ .· a 
Beoem- case with ,.e~arcl to an order cancelbng the reg,~s.tra.tion .<If J .. 
menda- . ~ · 

lloDJ. No.•oc1cty. . 

:1~: The Rllgistrar should ordinarily register all amendments :l& 
which are in conformity with the Act and Rules. In caaes 
where he rejects &n amendment he should assign reaso1111 
therefor and an appeal to Government may be filea within 
two months after the rejection. 

217 A speci1le provision should be made for splitting a society 11 
into two or more societies and also for amalgamating two 

218 

219 

or more societies into one without having to liquidate them 
first. . . 

Section 13 of the Act should be amended so as to provide 
that every member of a society whatever its liability, sha.ll 
have one vote irrespective of the shares held by him. .In the 
,(.ase of .societies having an extensive are& or large member­
amp .a representative assembly may be constituted compoil~d 
of ddegnt•• elected in separate constituencies of members 

. set u,p on a regional basis or according to the number of 
. members. 

The lien under Section 19 given to a co-operative society on 
certain properties of the borrower should be converted into 
a first charge and its wilful breach should be made a criminal 
of(ence. The lien in :>·espect of loans granted for seed or 
manure, extends only up to eighteen months. This period 
18 .. inadequate and it should. be extended . to two years . 

229 . Under Section 23 of. the 1912 Act the liability of a paet 
member for the debts o£ a registered society as they existed 
nt. the tinle .when he ceased to be a member continues for' a 
period of two years from the date of his ceii>Sing .to be ; a 
member. Under Section 24 of the Act the estate of a 
deceased member, however, is only liable for a period, of one 

. year fro~ the tinle of his decease fOr the debts of II> regis­
tered soctety as they existed at the time of his decease 
~erienee shows that the period of one year. is too short; 
1t should be extended to two years as hail been done in 
Madras. . Similarly, it should be clearly laid down that :fiom 
the .date o~ cance!l~~>tio!'- of a society,, the liability of all mem­
l!ars rem81US ~ 1t. eXll!ted at the time of cancellation and 
o~ot be extmgmshed by lapse of Wue. A member who; 
res1gns from the society H yea.rs before its liquidation 
should ·not be permitted to escape all liability six months 
1?-te: W: he would have done had the society not gone into 
liqmdati~n. All the membexs of the society on the date of 
cancell&tion should continue to be liable for 1'ts t id liab. Iities till th . ou s e l-

ey are diScharged. Similarly, all persons . who 
oeasei! to b? members less . than two years before the .·date 
of cancellat1on s_honld contmue to be liable for the outaide 
liebts of the somety, 

us 
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OcmeJ~"-A ."provision should be enacted to permit tirban banks withParai:rap~. :OIIll·& a' paid up capital ~md reserve of Rs. 50,000 and over· and .No, 
ra".:':: with' ten years' standiDg to invest up· t.o 40 per cent. of .. 1l! 

flolll. Jl'o.tliefr surplus funds in· such manner as their boards mav nllJl,-

2111 niinously determine. 
2211 Any disp,;,te about a person behlg or not being a member of 18 

the· society should· be referred to· the Registrar whose deoi-'· 
sion: should be final. ·No· dispute of this· nature should• he-­
cogniza-ble by. a civil court. 

till It is r.ecessary to provide fo~ .., .... appomtll!ent oi a. nqllida': 
tor to manage the society's affairs till the appeal against 
the· cancellation order is'· rejected · or accepted as· has been 
done in Sections 47 and 49 of· the Bombay Act. 
The' liquidator should be' equipped with adequate powers 
iike the power of issuing subsidiary· orders, determining the· 
contributions to be made by members from tiine to· tinie, etc'., 
""d should be authorized to carry on the· business of the' 
societies while under liquidation. · · 

l:o Iiti.uidator should determine the contribution,· debt or' dues 
to be ~ecovered from any person without giving bini' an oppor­
tunity· to be· heard. 

224 It is necessary to provide for attachment before award.. rEhe 
attachment should be by order of the Registrar as baa been 
aone in Section 50 of the Madras Act. and iiection !i5 of the 

il Bombay Act~ 

2116 As a general rule, tne .Registrar and his officers should either 
be given powers or rivil courts or .in r.h<J. nhernative, dues of 
co-operative societies Elhould be !~covered as· arrears of land 
revenue. In the latter case the Collectors should be asked 
to depute special officers for this work in order to expedite' 
recoveries. 

2211 It is necessary in the interest of justice to give the· Regi.!otrar 
pow~r to call for the record of any case pending be!oJ·I! or 
disposed of by any arbitrator or arbitrators and pass such 
<>rders · as he thinks fit. Full opportunity to the parties lilUst, 
however, be given before any such order is pnssed. In eases 
'"here· such action is being taken, the Registrar may ord.er 
we court in which such an award Is pendiD~ for execution 
to stay the execution proceedings SDd. may call for the file 
of the ease. 

liJ'1 No civil court should entrutain any case regarding tlie affairs 
of a co-operative society except on the question of jui~.sdic · 
·tion 

8211 Tbe qtiestion whether the Indian Limitation Act applies to 
,.ward~· of arbitrators under the Co~operative Sooietie; Act. 
should be exaniined and the law on the pomt made· cleu-. 

ll!9 <'a-operative societies should as far ns pos;ihle' be exempt 
from ,the . provisions of different pt•ovincis! debt legislation 
aets in order to enable them to play their l••itilnate piUt w· 
tne ecoD.omicr life of the oount17. 

18 

18 

13 

13 

1a 

13 
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C:OJI.ei1J,.. St1!.Ps F}lollld ba t/.tken to_ ensure compl11te · uemption,. to th,]'•J'IpDJI 
aloJ!S& sgQietiMfrQIII. stJunp .duty, whether l<;v.iabl~, by. th41: C®.~. ,}l~~;o 
ll~ or provincial government and. the.. reg.~!!tratiQ.IJ. £~~. · P~vp1,. · . 1_8. C. Ho.~}gQvePUIJ,~nta should t:eftw.d: tp )?@>?trY: 'IO,\li~~es 7·~ p~~; 

1- ' cent. of the money order charges p!lld by :tJ!gm, m. regll'l'!l-. t9 
:ilSO t~~ 1_el\l~t~~ces to their co-operP;tlv!l_ financmg, institutiops, . 

281 &!liii.y .. .arnersl societies and .. consumers' stcres sh.o.uld> l"l 1S 
mmpted! fr.om. the. provision o:fi Seotion 60 of the. CiwJ 
Proe..Uure Code, as amended by Aet N'o. 5 of l.Q43; ;under 
wh;~p. s~. to ~he ext~nt. ~t til~ lirst, lQQ _ rupees an,l one. 
h~ <lt th~ r~!:l!.lll~cl~ is. exempt from attact1ment 

232 The . .!~t should. be. amended on the: lineS: Oft •the .. &m61Wllen~ 18 
ma!:lo in Bombay whereby if a 'member exeeut>ls an agL"eemen~ 
in, 4"~'¥' of tile soei~ty a~t4?~g. hi!!,· e,IllP,lo:yer; to, I\18-~!! 
dc.;i.J:jltio-ll!i ~Qlli. hi( salary tow:~~ pap,;11~n~ o.f. t~" rleb~~-
'.11' 'l~eJ: !!~as. o~ to. tile so~ecy, .~!) ~>11\J?l\>Y.~.l{\ haWJa 
to ~it, s~~. ded~~~1-9ns .~Ill. thjl Iqal\ 19 .fu11y, r!U!a1!1: or tll!l 
d£manci o! the somety satisfied: 

ll38 Tl .s.ome lan,~pwn~;r~~ w.ljo ¥~ .~ely : t(l beqe~~. by, tp~ 'l<h!\We,, 18 
of ~IW im~l\·j;iQ!.. works [recoi!\W~I,Ji\ed i!'-. p~, 2_ .(v@ I!~ 
Cbptcr Jill of a society refuse· to join the l.'~t;t<er,; tb,_~ (Pll!1;1}> 
to1· of the district should be empowered to ma.l!.e a pt•opi>r, 
tionaie le'Vy of the CoS~ on them''and•'recovc,r:'th~ S'l.n'·"' ~s. 
arres1s' 1\f .. Iand revenue. · 

184 ~e Ite~~e B~ ~f . Ihdia Act should be so amen!j~l/,_ .• ~. ~il, 11 
mereasu the maximum period for rediscounts under s~..tion 
ti (2J. ih); and for advances under Snction<i 11-' (4)' (c), an<l 
~l (~);·~d) ,to.twelve months. The word '"erops"'oc~un-iD,f 
•.n tJu. '.!Jr£e sub-sections of· Section l'i of tb.e · Reserve 'F.lanlt 
o£ Jruha . .A.et should be defined . or the scope \,f ibe seetio~ 
'111tdrn(ld. so. as to include· animal products l1ke milk, cream,' 
butter, ghee and wool, and processed crops like sugar · cotton 

...-hi~.ll. h•w ~een gi'W~d and press~d, groul'-dnuts_ wht;h ha.vB.. 
been d~cott;wt~il!!lld v~getnble oi'.J., and • oil~. · Section 
:l7 (2i (a) of the Reserve Ban,1> o~. India Ac.t shpuJd b>l 
ame11de<i. so ~ to. empower the Bank to, giv" finiU,Icial ~.>ccom­
modation to proviiicial c~.·op.erative banlr&, for a . period. lu.p 
+-o ~elve months for. making loans and advances. to industrw. 
c:!Hiper!ltives. · · 

CliAPTER XVI 

J\U>:U0-1\~IQ,N, TRAINING AND RESEARCH. 

tall ~e. inadequate _and ~ev~n progress made by the Co-oper~ 
tive movement m, India 1s la,rgely. due~ am9.118; otjler •w~ . 
t-o the lack of g~lieral edu~atio~ 'lm?ng, ~hos~. ,wb!illJ.,\t'ic~. 
t-o sene .. If tbe Co-operat!ve .mov~me~t is. to qevel!>p. ~l' a. 
sound basis and to expand In diverse directions it is nccrssa,.V' 
;not o~l,r._ to. "o/ea$1 g®eral .ed~cation but also to make mim"­
belll 0~ S.O.c!epuls eonV4J!sa.tlt Wlth the principle~ and nraetke. 
l>f l7<!·o~~~~t~~Jl. 
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~. Gw~.l'!'l, ednlllltion. is~ a functipn of the. State. The. Cn,tl~l!a-lll 
:::• · tiCVA :rnQJ'ement can, howeveJ; llllLke a eontribution m spreading, .n:: generAl knQwJedge ·bj; arranging in villaga ..... ugnl~ semea 
..,_BCit<>£ tallis oJl. subjlll!ts.: of .. gen\Wal-. ol\ tonilllll interel!t·. de.livc.:rlld: 

2116 uy a few paid workers assisted \!y,. a. '!lll!llh-l&rge~ nUlllbllllo ofj 
nq~,s;ll'fiei!ll, S!\W-1\\_ 1VO.t:\t~<. lh,~;se, ta\l<.s..m~~ b~. a!'ll!!!l:e_') b~ 
tlw .. P!f!v,iJi~i~~~ ll.9,oJ?e:r~JJ.~~ ips~itAtl\fl. qr UJ1)0n_!!, T() _1!1.1\l<~Jh_e 
ta)Jlis,. '!m·.ae.th~ •. t!:J.~;¥. w.f~Y ~~~,- in~~~·E~.r_s_e<t witA :%-~thll!l'~; 
o:lri}Jlllltl\l Jle:r;t<>_rn;ut.nc~ % JRWliC.a.!. :rAt.t'Z:!Ildes. ()!' 4:rspl_ays,, oJ; 
lanW!~ .. s)i<l~. or ~lm~J, of. ~li~tru~~ioJ~al '!r ~~-'!~r~~_l in~rcsli. 

~ It is.. · ne~SIU'Y f!>r the cgntinued. succl!S~ <!11 the, 1119 VE!IIl%11< 11 
to. io.J\use •. tl!ll idll&ls. of; CQ~Qper!l-tipn,_ into the ~ds. of young 
boys and girls and to. lay:. before. them, the, outlines.· of ~: 
wor~. ~o~~ qy. tl!!\ C?-:!lP~r~i.~'l. m!'v.et!Ill!l~· ~Pf. this P":'l'~s~ •. 
less9.x!s q~ C9.;!'.!/er.!1J!on,. shQI1!4 be, in~t'!.<!e4. !!!. th~ seq~ .o~ 
Re~4~~1J.. i.!lr. th!!: :re_g;i9.~~1, l¥.~PP-£;CI!,. in, ~~h\\9.1~. Tk_Cl_fl\1 ~~~,~~­
shqWd" be._ s.u~l~.IY-f.nt~'l> by, '\~ '1\?tf~ ]>.;:r.owi.,;if¥et o~ .t~u~r.i,n: 
eipl~s q~ GQ~<i+>~r.at!9,J;I. by' Q,I;g~~g.sl!'-.\'-1\ w-~_ll~ra}),V~ .S.mfP"-". 
and canteens m every seho<il. Si'l'.~~J:. s.~WS .. anP. .. -~.'!<,'!t.!l,W~s· 
shoU;ld be attache~ to colleges and' u~versitie_~ also. . . . . 

:188 Co¥._~.!'-t. o~~o!tl\!liJi~- ~l;<tW..d . \>Jl p:r:<;>yi~~~- t,q._ stR~~n~~ ~. 
wo'!'"" tp_iet4<i, il). gr_<!l!PII_ ~'l: ~- to .ir;v.elop0 \A them.. t}A~ .I!J>irjt 
of C.o.~'A'p-~tio.!l; · ~".~ . S.GU9.'~1 5:1\WI. d, h&;_v.e, ,a,, g~;r,\I_!!n .• a;p.(\ -~ 
811la~. f~. "::~~,\! sl:r.<!ul~. lje_ t:llf, ~~~- sW.d~t~, · ~~n\V.c.r~t!\. 
and. f$,~J!mS '1';'~1'!.~ •. d,e._'t.fllop. t~~· S~I.r/ot. Qf, t.!'aip. W,$>* ~h,\l,Wd, l?jl~; 
enc'31!!-',RflC.4. 011 e,, von, la,.r~~- ~-~ll,le,. · . . . 

tlt Co-operation should be recogn~~- as o».e.. of; the optional 
aubjo;.<;_t~. of s1upy for .. t_l),~, d.e~~es o~. ~M!Ie!or 1)-~11, J4.a!!l.ll:J; o~ 
Arts, Conimerile ll!!.a,_ A;gtj~~~!; 

t~ Ins~m 9_tions. i.\1, .wi,nciJ¥e~. 8-Jl,d.; wctice., of CQ-o._pllra,ti,on sh9uld­
. fol'l!/-., ~- ~lit•&r.it· P!W:- o~ thlj, pea.ce~time educatio.na.I: svlla.bu&r· 
· of each o£ the Defence S!!_rvi~es. 

241 Co-op,e)i!l.t~1':e,, tr~h'li,ng ill. reqiW:eil f(lr .. (;t) il;\611lbl!rs of. roanag­
'ing cllJUWcitt,j),l'l' o£. rw.·al . cqc.O.P.I!r"'tiye s,o.ci0t~,- (2~ seerotaries 
of _rn;at o<>:ope:rati:v.e !WPi.et~es;, (3) staff .. (lf · co-opera.tiv~ insti-
tuttons, (4). staff of co-op-~Jr_aPive., !1-ep~tm.eJ;l_ts,. and, (5). ·re~ 
searc~ ':orkers. '!here. are org~mz~~:rons. i:n.. all . p~~v~~llS_, 
~.g., ~stltctes, un~ons or federa.ti!)ns, llllpa~ng thlS tranun!\ 

. m varrous degrees. . The train_ing of pe~11s, · · 'bel'2nqmg. ~. 
e~assqjl.·{J.) ~d·: (2) and some of (3) ~d \4) a,b<i've. ~a>:.e.on-
tmue to he rmparted by these organ:rzat:rons' wherever tncy 
e:rist1 

RJ As. regards the training of members of managing eommittt~~ 
of rnt;&1_ so~jeti~,s, cl,{I_S_t;e~ of, ~ sP..\'rt. «w~ioD, n'?; e;.ew1dl,z;g 

. 11 for~ght shoilld be held at the talukS. h~J!'l\1~~ 0~ 
~onven:rent centres. The members should not b.e required· tc 
unde'!fiUI test. by_ examination, 

Th~ s~~retfl.r.ie_s. o~ P.f]~~~··s~~.~~--·vf?. '?¥NJ.UfA;,'~tj, "r~~ll>-~D'T· a·_ 
penod; Qf' "ll: "'~ek~- ~t <Ps.~Jilet l\e§l).q~~lq'S, '¥' co;~T~~t, 
e~ntr~. 'f.b~:y sh_~~i!. b~ p~:r!\ a,_ s!W.Ill1-~. ~. ~ tl¥>4'; ~­
tiOna} eJllenses cliD,'i.Di: the l.',OXIO~ o~ trll~·: ~ a_:nyrljl!llt~ 

11 

. 11!, 

11 
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leai!IIO' iihould 'be- held." at. the end· of the period and a 00rti1l.cate· given 
alnt & to. :successful· candidates. . It will• be advisable to hold· r~ =.::: fl:~er. courses from · time to tim11· for· ~e successful secre-

lhlll.· ao.tanes•·m •ordl!l'. to keep up to date their knowledge of. co-: 
opera'tive"p:raetice: and. principles. 

M4 Th~, tr$i.rig:: of' ~ii~: ~taff of co-operative instit:Itions . and 
departm.ents is sq important that . separate colleges should· be· 
se~ ,'up. in.· each.' provjuce for them, facilities being proVided 
where necessary for· imparting· training in ell principal lane 
guages 'of the profuce. It is· undesirable to· have· training 
colleges ·exclusively for the employees of the Co-operative· 
Department. · It is desirable· that both' official and non-official 
co'-lperators • 'sh:ould be· trained together.· 

1411 The·, cpi,iege shoUld be· under. a separate governing Jiody com­
posed of one .. representative each of· the Provincial Co­
operativ~ Bank . ·and' the Proviuci.3r' CO-operative llistitute, 
the. Registrar· of. Co-opera-tive Societies; two Professo~ to be 
nominated by· the University,. and two other non-officials to 
be nominated by .Government. 

The. Proviuci!U . Co-operative Colleges should have a well­
qua.li1led !lhd ajlequate staff, the principal being· of the rw 
of ·a. ¢aietted. , 'officer. The . ;prin,cipalship· should. not be 
nec~ss!lrilY reserved, for· an officer of the Co-operative Depart­
men~. a.s· 11· success_fu( co-opera.tive officer m11y be 11 good ad­
ministrator· but' not 11 good educ11tionist: Besides the Priuct­
plll there should be at le11st 3 Professors of the s~~me rank 

._ as those in Government colleges. · 
1.. '' . . . • . ' 

ll4l No course of training should be considered complete without 
11 period, of 11t least six weeks, of :field work. 

M'r·:For: the·• employees· of the' Co-operative Dep11rtinent, such 
further· departmental trllining as m11y be· considered.· necessary 

'"m11y be arranged for by the Department. 
248 'For the· success· of the Co-oper11tive College it' iS necessary 

th11t Government' Should accord definite recognition· to the 
examination conducted by it. To this end, the affiliation of' 
the College to the University is' desirable; 

rtt No ii~~ .staff re~ruited to the Co-operative Department or 
eo·ope)"iitive organizations Should lie conflnneil unless .fthe 
reeniits hllve · passed the examination and obtained a certift­
eate •. ~r~m. the College. 

·3M 

The cost of the College should be met by the provincial 
~ _j!'OVerttment, . 

The ·syllahriS' of. the' va_ri~us coiirses of tra.iiring should be 
earefullY:'.~a~n' tip.· 

Th~ 'inembers of the managing. ~ommittee , of the ;primary· 
soe1ety should be ta1,1ght the pnnctples of Co-operllltion and 

>their •·application· to' the v!'-rlous. aspects of. the economie life 
ef the 'poop!~· in ·the rUial · ~eail. The. ~y-laws · of· the society 
with special reference. to' those dealin.e- with the duties of. 
ihe oommittee• ·snoilld :~~~so· be explained to them.· · "· · 



A!dJoaoln-< The syllabus :Of-the -secretaries;:·class~&-shoUid ·eoilsisf of the~ra€/al!lt 
lions& Principles -and Practice of Co-operatron, by-laws, rules an<t, We .. , !:':: proVISIOns of the Go-operative Societies Ac_t, and_ in parti-.., 

lions. J(o;cular, Book-ke~ping and· Accountancy. 

The coiirs.eJ! . of studies for the. departmental staff should in­
clude· Rural Economic~, PrincipleS and Practice of Co-oper~ 
tion . in Indi& and abroad, Co-operative Law, and certam 
relevant· provisions in the Civil and "Criminal Law, Accowit­
ancy, Auditing, Co-operative· Finance; and Banking, Modem 
Economic Development and Business Organization. 

' · 2llll . Gr.~ater attention should be paid: to- ~the training of the co- J.6 
· operat~ve staff in banking t~an has . been done hitherto. 

aaa ·Wherever . possible arrangements should . be made for the ·1t . 
, training of the ·higher staff of the Co-operative Department 
and the co-operative banks _with ·a commercial bank for about 
3 months. 
T_he syllabus ~...,... ., ..... '"' ....... u..,~c~::~ "'L. J,r.Uc :s11ZUL ul. ~rue -co-operat:~tve· 
institutions ·should iilclude, besides· Rural Economies, ;Princi­
pleR and Practice of Co-operation and Co-operative Law, 
speoiai .training in the particular activity in which .the insti- ' 
_tuti•ms are engaged. 

T~Jugh in India, co-operative ideas, and _methods. h&ve been 
Lorrowed from other countries, there has been lacking .a 
comrrehensive study of their applicability to the facts Of 

·Jndil'n life, and .of how they are to be fashioned to meet its 
needs. 
The Provincial Co-operative Dep~'et;t~ are too much 
immersed in humdrum. duties of the daily routine and have 
little time for study and reflection, and their organization 
has assumed a form and a tradition which do not allow the 
growth of the spirit of rese&rch. Co-operative research is 
·much beyond the range of the ordinary field worker, whether 
official or non-official and requires a special band of scholars 
·and students assembled in the calm and detached atmosphere 
of a Research Institution. 

2&e The Government of India should establish an All-India Co­
operative Institute of Advanced Studies and Rese&rch. 
The Institute will serve two purposes, viz., "of providing 
facilities for advanced studies and of organizing research. 

Every person joining the Institute ·for· higher studies should 
attend "' course of lectures on Economics and Sociology, 

The largest number of seats (i.e., 60 per cent.) in the Institute 
should be reserved for the students who belong to a Co­
operative Department or are nominated by a Provincial Co­
operative Institution and the r~mainin~ seats being reserved 
for meritorious post-graduate students who have had previoua 
training in economic and commercial subjects. 

14 

tl 

2Bf The Research Scholars should be given -a scholarship by tilt- · 11> 
Government of India if they are not ~e!idy in l!eryi!!e. 



~4e111- Bide. by· -.eide rwith ,the .f-t~qili.ties t~r -adTaneed studies, 'thel'olla,. 
::::· :!n.stitute should 1lllderte.ke· and ·organize . Tesearch 'WI>rk ·in. ·ftt,;. · 
lllellda- WJl~rep.t branches of ·~!Hl;per,.tion. The llll'gest number 0.~ U. 

11on1, Jfo.snbJects for research will -be those -selected by the • anthon, 
· · ties of the Institute, but the Institute should be prepared tO 

lltl8 ·1tndertakt! rt!seareh "on :'!fp~ial 8ubje'cts refe:r:rea ti> •it 'by the 
·!ftt!Villoes or constituent · Indiall. l!tates. 

159 ·'tfhe d:i,piom.aS iSsued by the Institute should be an luiditi~nl>l 11 
·qu1ililicat!on for. employment in Government and cb-operative 
'service. · 

The Institute ouuwa .. oe praeen unner the All-India. Cowicil 
Of Co'-operation '#hen 'the ··ct~tincil is ·~stablished lli accordaw.le 
with ·'the SUggestion '1tlade iii Chapter. XV; and, in· the 1nean­
:liime, ·it. should be r!lnder the Government of ·India, -whieh 
~hould bfllr· all its cost. The Institute shbuld be organized 
ill-seven seetions; ·viz., (1) Theory .of Co-operation, . (2) • Agri­
cultural Co-operation (including Animal Husbandry), (3) In­
dustrial C.o-operation, (4) . Consumers'. co-olleration, .(5). <'-!1-
opetaHve 'Filia'nce, . ( 6) .co:bpera.tive 'l\farketiiig; arid {7) Sta-
ll6tics. · · · 

eel 'l'he helld of tbe ~ection tJ:t tli<! ·Tiiooi'y ·o£ Co-!iperation 'shOuld ~ 
be the Director of the Institute. The Jel!tuters oil the lnib-
Jects ot:_ Economies and Sociology, shoul~ ,be attached, to . 
'11iili. 'ife §h<Stild 'be ·a .jierson . ~f , ~>utsta;l.thg merit •. His 
"l.al'a'ry -'sho\lld 'be au 'a 'scale of Its. 2,00tJ-:c-2;5()o per meriSei'iJ.. 

:No ·appointme~t ·to -this post ·should be :mad'? if a person of 
the required quel.ifications is not availeble. 

The heads of the obher sections ·should &!so be persons . of 
.jllgh achievement -in the 1!eld of research. 

''l'l)trh!bdency ·of 'scl&fing persolis oii 'the :tasis of their acad\1-
'lnlc 'U~gi'e<!li on1~ is ·t1~jlz:t!illi~d. · Tlie head~ shoUld be appoilit­
-.;d 'erltirely on 'the 'inerit of tMir actual research work. A. 
pi/St shotild Ii6t l be; fitieli lip if 'the institute cliiiriot f!iid a 
'pei'SIIti ·who is :ijlt~illlled 'td· ifve th~ Vitlrk · 01' IH• section a true 
·milS of original 'tese.treh. · · 
In the beginning, the heads of the sections should not stand 
in• need 'of 'assistaltts; 'lint, i£ ·tliey·'d<l, the assiStants should 
be recruited ln' IICCOI'dlit!Ce Witli 'tlie de'i!uttlli 'Inlide by each 

.Head , and approved. by the Director •.. T_hey will, however, 
·stand. in need of field workers wl10. should 'be .. appointed· as 
may be necessary. The detailed field work must necessarily 
•lie ··undertaken "bY each ·1provlnoe through· its Co;operative 
Deparhluint :ot• co-operative dnstitutiotu;. . · , , · 

~8 The '<Jn~stibn .. b£ Jooation Of the Ilistitute '•lioblll be ili!olded · 11 
.by the Ccntr.U I G'oternnll•nt. · 
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I. BoQks drawn from the library inay not be 
. retained for longer than a fortnight; 

·2. Borrowers will Jle held strictly responsible 
for ·any d!lmage done to books while they 
are in their possession. 


