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GWALIOR STATE.

‘GEOGRAPHICAL PoSITION : Central India ; between Lat. 22°-10
and 26°-52°, Long. 74°-38' and 79°-8' East.

AREA—25,041 square miles.
PoruLnaTIoN—3,200,000.

AGRICULTURAL BANKS: Amount of money advanced by the
Gwalior Darbar to cultivators for improvement of agricul-
ture through the agency of the State Agricultural Banks,
Rs. 25,00,000.

LaNcUaGES SPOKEN—Malwi, Bundali, Hindi, Urdu, Marahti,
Marwari and English.

AGRICULTURAL CONDITIONS :
Land under cultivation : approximately 7,448,000 &ighas.

Land under grass reserves: approximately 314,000 bighas,
Land under forest: approximately 1,4,84,900 bighas.

Old fallow or culturable waste : approximately 4,122,500
bighas.

New fallow : approximately 8,595,000 &ighas.

Forests abound in the districts of Narwar, Sheopore,
Gird, Esagarh, Bhilsa, Amjhera and the parganas of
Sonkatch and Singoli.

The districts of Bhind, Tawarghar, Esagarh, Bhilsa,
Ujjain and some parganas of Shajapur and Mandasaur
are agriculturally better developed than others.
Culturable waste is lying in abundance in the rest of
the districts.

DrsTRICTS IN THE GWALIOR STATE: Gird Gwalior, Bhind,
‘Tawarghar, Narwar, Sheopore, Esagarh, Bhilsa, Ujjain,
Mandasaur, Shajapur and Amjhera,
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PART T.

What is Co-operation?: Explanatory Memoranda.

CHAPTER I

AGRICULTURAL FINANCE: HOW IT CAN BE ORGANISED?

HE interests of the State are inextricably bound-up with
E the prosperity of the cultivator and the problem of the
organisation and supply of sufficient capital is of
considerable importance in connection with the improvement of
agriculture and the development of industries in the State.

2. Capital in India is not only deficient but is also disor-
cganised and under present conditions a large part of it lies in
unproductive under-ground hoards. India has passed through
centuries of unvest and upheaval and the political conditions
until recent times did not favour investment. .Any person,
who had succeeded in saving somethineg, was anxious to
conceal the fact that he was worth anything for fear of being
plundered. The people therefore naturally took to hoarding
and were unwilling to easily or freely disgorge their hoarded
wealth. llliteracy, ignorance and indifferent means of com-
munication also account for this tendency. India is not the
only country where hoarding was practised. The hoarding of
money was quite common in England itself up to the middle
of the last century and in parts of France and Russia this
practice is stillin force. The habits of hoarding are now being
gradually given up in India, but it naturally takes time for
the habit of investment to grow. Large hoards are now
probably rare, but the profitable employment of money is
small when compared either with the estimated potential
resources of the people or the nceds of the producers, both
agricultural and industrial. The supply of money being insuffi-
cient, the rate ol interest is necessarily high.

3. In the Gwalior State, excepting the limited extent to
which State has stepped in and advanced moncy through its
system of agricultural banks, the cultivator has to turn to the
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village money-lender for seed, for the price of cattle, for
money required to pay wages—in so far, that is to say, as
money is actnally used as a measure of value and exchange
for rural services—and often for household expenses when
crops are in the process of ripening. The money-lender as a
class has been abused and tyrannised over. The risks he has
to run in the recovery of his advances are often not incon-
siderable. There is no wonder, therefore, that his trans-
actions are not always straight-forward and the rate of interest
oharged by him is exorbitant. But,in spite of his faults, the
money-lender is at present an indispensable organism in the
village economy ; if he werce wiped out the crops could not be
grown.

4. So far as the existence of the money-lender in relation
to the development of agrioulture and village industries is
concerned, aptly remarks Mr. Moreland, two prominent factors
of situation stand out in hold relief :—

(@)—he supplies capital, without which agriculture and
industries could not be carried on ; and

(h)—he supplies capital at a price which cripples the
industry and makes many improvements and
developments, however desirable in them-
selves, financially impossible.

5. The foremost need of the cultivator and the village
artisan is, thercfore, for more and cheaper capital. The discussion
of every form of improvement is invariably brought up short
when the rate of interest that will have to be paid on the
proposed outlay is taken into consideration. If the Gwalior
Darbar is really anxious to concern itself in the prosperity of
agriculture and village industries—as is its bounden duty and,
I believe, its earnest desire—the Darbar must tackle this
obstacle which restricts progress in every direotion,

6. Three remedies suggest themselves to me in order
to ease the tightness and tension arising from such a chronio
insufficiency of capital :

(e)—legislative manipulation of the rate of interest ;
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(b)—State loans ; and
(c)—organisation of credit on the lines of co-operation.

7. The limitation of the rate of interest by means of a
legislative measure embodying penal provisions is a process
which, even if it commends itself to the Darbar—which is
very doubtful —would not attack the evil at its root. Laws
restricting usuary were enacted many a time in England and
other Western countries, but they are not known to have ever
been very much successful in stamping out this obnoxious
practice. Any such measure cannot possibly increase, and
might not improbably diminish, the free supply of capital.

8. The second remedy, viz., grant of loans by the State is
one with which the people of the State have been intimately
familiarised by the net-work of agricultural banks started and
run by the Darbar. The movement was inaugurated on the
grounds of public policy and with the object of improving the
lot of poor cultivators and improvident artisans and its eco-
nomic justification has lain in the fact that it has tended
to increase the total amount of capital applied to agriculture
and village crafts. But, as pointed out by Lord Salisbury,
Prime Minister of England, on a certain occasion, capital
supplied by the Government of a State, and not representing
the savings of the community, is a reserve on whose perman-
ence no reliance can be placed. The assistance is useful
while it lasts, but a political or economic exigency may at any
time withdraw the adventitious resource and the agriculturists
and artisans who trusted to it would find themselves pledged
beyond what their own resources can make good. There are,
besides, considerable difficulties in adjusting the State loan
giving machinery to suit the exact requirements of the people
at large. State officials cannot reasonably be expected to
know the actual financial condition of every borrower. They
gain their information, when application for loan is received,
from second hand sources. The services of the kenoongo and
the patwari are usually requisitioned-to attest the borrower’s
credit; and it is a well-known practice that every man who
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receives a loan from the State is required to present some
portion of it to the subordinate State officials. Not only is,
therefore, the information supplied to the officers of the State
in regard to the position of the borrower generally coloured
with the amount and extent of perquisites shoved into the
bargain, but it is at times incorrect and misleading. Again,
the methods in force in the agricultural banksin regurd to
collection of debts are necessarily hard and inflexible. A
district officer, or even a Taksildar, cannot know how each indi-
vidual debtor is getting on. He has to judge from the condition
of harvests as to whether debtors in general can be expected to
pay. But the circumstances of every individual debtor are
different and need separate treatment. Tinally, it is well-
known that creditors are always unpopular with people whom
they lend money and from whom they have the thankless and
unpleasant task of demanding their dues. When the State
becomes a direct and universal creditor, it must necessarily
expose itself to the unpopularity incidental to the assumption
of that function. Such a situation is not without elements of
danger and risk.

9. Apart irom the above considerations, the help which
the State may render—however effective and useful it may be—
cannot satisfactorily solve the whole problem. The resources
of the State are not unlimited. The State cannot be expected
to supply all the capital necessary for a thorough and compre-
hensive improvement of agriculture and efficient and all-round
development of crafts and industries. It is neither wise nor
expedient that the agriculture and the industries of the State
should depend exclusively on the financial support of the Darbar
for their progress and expansion. The State may inaugurate
and finance the system of credit in the beginning and steer it
clear of the difficulties that usually arise in the infancy of a
movement. It may, ultimately, supplement the other financ-
ing agencies, filling the gaps between them, but the people
must be taught to grow and gradually become self-reliant in
financing their own agriculture, industries and general trade.
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The State may, and it should, perform the important and useful
function of educating the people into the uses of the profitable
employment of capital and may pioneer the way for the growth
of co-operative credit by starting under its own aegis insti-
tutions, which, though financed by the State in the beginning,
would, as time rolls on, teach people to learn more and more to
stand on their own legs and in proportion to the strength of the
peoples’ movement and the experience gained by them, with-
draw by slow degrees the State financial support therefrom.

10. The joint-stock banks in the country cannot be
expected to perform this task. 'The capital handled by them is
required for employment in other directions and agriculture
and village industries cannot have access to them.

11. The average Indian cultivator and artisan lives in a
state of chronic poverty. He is always in need of money and
has very little collateral security to offer. He may some-
times mortgage his wife’s ornaments, or his standing crops,
but often he has to borrow on his personal eredit. Now the
personal credit of a cultivator or artisan is practically nil, or,
at any rate, very small. He lives at present at the mercy of rains
and seasons—factors which are absolutely beyond his control.
Phis means that a person who lends him money has to run
considerable risks of recovery and has to cover for possible
contingencies of loss. The cultivator or artisan has thus to pay
extra interest for the inereased risk involved in dealing with
him. But if a number of cultivators or artisans living in the
same village and having many interests in common club
together and pool their credit, the element of risk is consider-
ably reduced ; and, by rendering themselves jointly responsible
for the debts of one another, they can secure capital at better
rates of interest than any of them individually could obtain.
The idea of co-operation is thus simple and the benefits accruing
therefrom are evident.

12. There are two principal types of co-operative societies
which have gained considerable popularity and success in
Europe. They are commonly known by the name of their
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originators, Raiffeisen and Schulze-Delitzsch, both of whom
were Germans and flourished about the middle of the last
century. The Raiffeisen method of co-operation is meant
mainly for agriculturists. In societies formed on this type
members are selected from a very limited area and their
liabilities are nearly always unlimited. The share capital is
small—sometimes there is no share capital at all—and generally
there is no division of profits. In the Schulze-Delitzsch scheme,
the operations of the society cover a more extended area and
the liability is usually limited. The contributions from mem-
bers are in the shape of shares of fixed value. The object is to
co-operate as well as to earn and dividends are often fairly
high. In other European countries, where this movement has
spread, the original ideas have undergone many striking varia-
tions. In discussing in this treatise the adaptability of the co-
operative methods of finance for the needs of agriculturists and
artisans in the Gwalior State, I have not slavishly copied any of
these two methods. The essential principles of co-operation
are not forsaken, but I have borne in mind that in Gwalior, as
elsewhere in India, we have to plant an European organisation
in a new soil and amidst new conditions. Elasticity and adapt-
ability to local circumstances and environments and not rigid
uniformity has been the aim and, wherever the conditions
justify, there has been no hesitation to depart from the con-
firmed western constitution.

13. 1In Ireland and Germany wonderful success has been
achieved by agricultural co-operative societies. They cater
exclusively to the wants of the cultivator and the artisan, and
have specialised themselves in his needs. In British India, too,
the movement has made some considerable progress. The
Government of India have created a special department in every
province to further the cause of co-operationamong the humbler
classes of the people and the persons employed in the manage-
ment and supervision of co-operative societies are given special
training in order to equip themselves for their work. A co-
operative conference is at present making a tour through India
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to take stock of the progress already made and survey the
further needs of the people in this behalf ; it will also examine
the efficiency of, and overhaul, the present organisation of the
co-operative branch of the Government services and bring it
up-to-date. There is every hope that in the Gwalior State, too,
organisations of this kind would—if started under expert and
trained guidance and managed by practical men of business with
adequate knowledge of local conditions and of pcople’s customs,
manners and gencral civilisation—work at a profit and succeed
in imparting that healthy impetus to the activities and ambi.
tions of the people, without which no real progress can ever be
achieved.

CHAPTER Il
THE FACTORS OF SUCCESS: IMPROVEMENT OF
AGRICULTURAL CONDITIONS.

The question naturally arises as to what are the primary
essentials of success in agriculture. The first and foremost
factor is that there should be adequate incentive to call forth
the cultivator’s best efforts into play. Another essential con-
dition is that the cultivator should be placed in circumstances
that will give the freest scope for his energies and ensure
unto him a command on easiest terms of the different factors
of production. It is the duty of the State to place within the
cultivator’s reach all the assistance necessary in procuring the
instruments of production. The policy of administration
should be so regulated that the cultivator always has sufficient
encouragement to work well and labour bhard.

2. The paramount need in the climatic conditions of the
Gwalior- State, at least of the greater portior of it, is an
adequate supply of water for irrigation. The Darbar itself has
felt the crying necessity of this important factor of agricul.
tural production and has embarked on a gigantic scheme of
irrigation canals. The system is very good and useful in its
own way, but it will at best irrigate a comparatively small
portion of the total area of land in possession of the State. By
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far the greater part of the land will, for many a generation to
come, be irrigated by wells and water reservoirs. The State
has always interested itself in the construction of wells. They,
probably, exist in enormous numbers already, but still there is
almost an unlimited seope for further construction. Con-
struction of wells by or through the agency of the State is very
costly. Small works of this kind are done cheaper and better
by private enterprise. If the State facilitates the work by.
arranging to place the necessary capital in the cultivator’s
hands it will have done its duty in this respect. When, there-
fore, a village is found wherein an increase in the number of
wells is considered necessary, or the existing wells need im-
provement, it is the duty of the State officials to see that the
necessary capital is made available either by means of State
loans or, what is more preferable, through the medium of
co-operative banking and financing organisations. Large water
storage reservoirs, to kecp surrounding land moist and to
improve the yicld of the wells—or field embankments where
the natural slope of the ground allows rain-water to run-off
rapidly—are all dependent on the provision of capital on easy
terms for their completion and success.

3. A supply of efficient plough cattle is equally neces-
sary. The cultivator needs some sort of locomotive power
for working his implements and in the present state of the
country bullocks and buffaloes are the only universal media
of power. The ecultivators get themselves the best cattle
required for them. The only provision required is a supply of
necessary money, for those who cannot afford it, on reasonable
terms. '

4. The implements used in agriculture are, most of them,
antique and involve a large expenditure of human effort and
of human time. It did not matter much in olden days when
time and labour was very cheap and landholders could count
on almost gratuitous service from the lower classes. But the
recent rise in wages is a very disturbing element in the rural
economy of to-day and the need for labour-saving machinery
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and impfements is growing more and more pronounced. The
selection of implements of the most suitable types, and the
organisation of their supply, are technical matters and require
special expert handling. . ’

5. The most common part of the machinery in daily use
is, of course, the plough. The main defect of the country
plough is that it takes a very great deal of time. The operation
of ploughing is slow and has to be repeated many times.
The success of crops is almost always dependent on the
ploughing of land being done in due time. But, owing to the
little quantity of work done by the common plough, it often
happens that tillage is imperfectly done for want of time. A
great impediment in the introduction of modern ploughs is
that many of the useful types are too large for small holdings.
A cultivator whose requirements are fulfilled by three or four
ploughs could, perhaps, easily buy a modern machine, but how
can one recommend it to the cultivator who keeps only one
plough ? If several cultivators can be induced to co-operate,
they can buy a plough among themselves; or a co-operative
society, if oneis in existence in the village, can get one or more
machines and recover the cost from its members by easy instal-
ments or by itself lending out on hire.

6. Water pumps are another class of implements that are
coming into prominence in connection with the improvement of
agriculture. Wherever judiciously introduced, they have re-
placed with economy the old system of raising water in small
quantities from wells and canals. Low-lying streams and
canals have often been tapped by the aid of these pumps with
a large scale of success.

7. The indigenous methods of manufacturing sugar,
though remarkably effeotive, involve considerable waste of
juice—all of which cannot be extracted owing to defective
processes of cane-crushing—and require large amount of
labour.- Owing to rise in wages, it is becoming increasingly
difficult for the local produce to compete with imported stuff
which are made by economical and cheaper methads. There
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is a vast prospect for the growth and expansion of cane culti-
vation in the Gwalior State ; if this industry is not encouraged,
and is allowed to decline, the loss to the cultivator—he has
already been badly hit by the discontinuance of opium cultiva-
tion—will be considerable ; yet it is clear that, unless the quality
of cane is improved and the methods of cane-crushing are
bettered so as to increase the yield of juice and to reduce the
expenditure of labour thereon, the cultivator has no chance of
being able to hold his position in the consuming markets. It
is not nececssary to introduce the most up-to-date processes of
Europe en bloc in the State. They would not suit. But an
intelligent study of the problem could result in bringing more
efficient processes to light and they could with slight modifica-
tions be adapted to the local conditions. The introduction of
improved methods of sugar making would make a radically
hopeful change in the futurc prospects of the industry,

8. The procuring of good seed is also a necessary element
of success. The cultivator knows the value of good seed and
usually takes great pains to secure it, but in many cases consi-
derations of cost stand in his way. To an outside observer this
may sound trivial, yet it is a stern fact that many cultivators
arc obliged to use inferior qualitics of sced—or are compelled
to sow a less costly and less remunerative crop—merely on
account of their inability to spend an extra few rupees to buy
good seed with.

9. The cultivator should also be afforded opportunities
of obtaining the seed of crops that are not already produced in
the neighbourhood, but which might be grown at a profit. The
cultivator is blamed for his conservatism; he is no doubt some-
what dull-headed. Being illiterate, he is naturally slow to move
forward. But cultivators live in such a helpless state of
poverty that they are quite unable to make experiments with
new methods and new crops on their own account. Experience
has shown that they are not very much wanting in enterprise
and are ready to try anything really promising when once they
are convinced of its success. The making of new experiments
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is the function of the State. If the results are satisfactory, the
cultivator may be trusted to reproduce its success.

10. Another item of necessity in the cultivator’s cata-
logue is the supply of manure. In Europe and America arti-
ficial mineral manures have been tried with eminent success
and there is no reason why they should not prove equally effi-
cacious in India, provided they can be produced commercially
cheap. Bones of dead animals could, for instance, do very
well for manure if some sort of method could be found to treat
them with sulphuric acid at a cheap price.

11. There are many other items of less importance that a
cultivator needs in order to enhance his prosperity and increase
the yield of his crops, but the supply of all of them resolves
itself into the one main problem of finance. What the culti-
vator needs most—and without which all his plans of
improvement lie dormant—is a free supply of capital and in
this matter though the State has, and can to a considerable
extent still, come to his rescue, but his combined demands are
so large and of such manifold and complex a character that
unless an effort is made to organise and collect the people’s
own financial resources—and until credit is democratised—the
real solution will remain far away.

12. One of the principal reasons why the needs of the
agricullurist section of the population have not yet reccived
due recognition is, perhaps, the extreme insignificance of most
of the individual units of agricultural production. The expense
incurred by a cultivator in sowing an acre of land with seed is
barely three or four rupees. The amount is so low that it ex-
cites no notice and is absolutely neglected, but the aggregate
requirements of the cultivators of the Gwalior State in the
matter of seed supply alone would roughly come to several
lakhs of rupees every season. Important items of rural econo-
mics are thus overlooked owing to the extreme smallness of the
individual units which go together to make up the total amount.

13. How to supply these manifold wants of the cultivator
in order to ensure his prosperity is, then, our care and the
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supply of capital required for financing the agriculture and
trade is our object? But the object is not gained by the mere
provision of the necessary funds. The organisation employed
for the distribution of money should be in close touch with the
cultivator and the artisan so as to correctly gauge and feel his
wants, appreciate his limitations, sympathise with him in his
difficulties, regulate his expenditure so as to engender thrift and
economy, and create an atmosphere of hope and cheerfulness
around him to induce him to put the best in himself—in the
shape of energy and labour and devotion—into the land and reap
abundant harvest in return. This object can best be achieved
by a co-operation of villagers themselves—a co-operation found-
ed, that is to say, on mutual confidence and reciprocal shar-
ing of gain and loss. The constitution and characteristic func-
tions of the co-operative movement are dealt with in the follow-
ing chapters.

CHAPTER II1.
A CO-OPERATIVE SOCIETY: WHAT IT IS?

A co-operative society is a collection of persons combining
in order to obtain credit on their joint responsibility on more
favorable terms than they could obtain singly and for securing
the advantages of united action in order to bring within their
reach superior and more efficient qualities of seed, manure
and agricultural implements ; and to avail themselves of modern
methods of purchase, sale, production and insurance,

2. l‘he'co-opemtive societies are divided into two classes
with reference to their conmstitution, viz,, (a) rural, and (b)
urban.

3. A rural society is one that is gemnerally formed for
poor agriculturists. The value of individual shares is fixed
low and is made payable by easy instalments. The sphere of
influence of a rural society is limited within narrow limits.
The golden rule is one society for one village and one village
for one society, but if a village is very small and represents a
few hamlets only then a number of contiguous habitations
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may be joined for the purpose of the formation of a co-opera-
tive unit. On the contrary, if the village is a large one, two
or more societies may be formed therein. The societies may, in
the latter case, comprise of members grouped together either on
the basis of residence (so as to have one society for every mokalla
or group of mokallas), or on the circumstances of caste or
calling so as to have a separate society for every caste or calling
or for a group of castes closely allied in customs, manners and
beliefs. The essential principle is that societies should ordinarily
consist of members so closely intouch with one another that they
are willing to be, and can be—both in name and in fact—jointly
responsible. 'With this end in view, where persons scattered
over a number of villages in the same neighbourhood are so
thoroughly in touch with one another that they are able and
willing to be jointly responsible, the condition of propinquity
is not enforced to the detriment of their combination, and
members of the same tribe, class, caste or occupation, even if
not resident in the same village or group of villages, are
allowed to become members of the same society. The INDIAN
Co-OrErATIVE CREDIT SOCIETIES AcT of 1904 was intended to
encourage “small and simple credit societies for small and
simple folk with simple wants ” and a higher ideal for these
gocieties from the co-operative standpoint it is hard to find.
There are, no doubt, societies in British India the capital of
which is counted in lakhs, but they have all commenced work
from small beginnings. The strength and backbone of the
co-operative movement rests in a large number of small but
strong societies.

4. An urban co-operative society is one that is formed for
the beheﬁt of small artisans, such as weavers, carpenters, milk
sellers, blacksmiths, shoemakers; or, for persons with limited
means, such as clerks, mill operatives, etc. The sphere of
operation in this class of societies is generally broadened and
made more extensive. These societiesare formed in order to
secure for the humbler classes of the artisan community those
advantages in industry which masters of capital derive from the.
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organisation of labour, the use of improved and costly machinery
and the economies of business when carried out on a large scale.

5. There are two forms of liability which members of
these co-operative societies incur when they combine in a cor-
porate form to obtain increased credit, viz.,, () unlimited, and
(0) limited. The liability of the members is unlimited when a
depositor or creditor has claim in respect of his debts on, and
can recover the same from, the entire personal and real
property of all members constituting the society irrespective of
their individual indebtedness. In a society with limited liabi-
lity, a shareholder cannot be called upon, in the absence of a
special provision to the contrary, to contribute more than the
nominal value of the shares subscribed by him.

6. Unlimited liability constitutes the only means by
which individually poor people with small security to offer can
obtain money on rcasonable terms, since all members thercof
by rendering themselves jointly and severally liable for the
debts of the society ofter security which none of them otherwise
possesses.

7. All rural co-operative sucieties should, therefore, be of
unlimited liability and should have a share capital. A member
would have as many shares as are fixed for him by the
panchayal having reference to his status. The common prac-
tice is to allot as many shares to a member as he has ploughs,
or to fix the number of shares at some proportion of the land-
rent paid by him to the State. The society would pay no
interest or dividend on share money during the first ten years
of membership, but afterwards when shares are fully paid up a
dividend (limited to ten per cent. per annum) may be paid if
profits admit.

8. When the reserve fund of a rural co-operative society
has reached a figure that will enable its members to carry on
the business of the society without borrowing money from the
State or the public, the Inspector-General of Co-operative
Societies would have discretion to refund to the members the
amount contributed by them in the way of share capital.
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9. The urban societies need not necessarily be of un.
limited liability, though where the individual members are
mostly poor and are closely acquainted with one another so as
to stand mutual surety for all, an unlimited form of liability
would be insisted upon in the interests of the wmembers
themselves, namely, the securing of capital on cheap rates
of interest. The number of shares for each individual member
would, in urban societies also, be fixed by a majority vote of
the panchayat. '

10. The panchayat or the Inspector-General of Co-opera-
tive Societies would have discretion to fix a maximum number
of shares, which a member may subscribe for, or different
maxima for different classes of members. But such restriction
would not be imposed except after careful consideration of all
factors of the situation. The interest of a member in a
society is often a criterion in fixing the limit of his credit.
The better the status of a member the larger would be the
loan that he would require and the greater the number of shares
that he would try to have. The panchayat may profitably
look to a man’s general business and dealings with the society
in fixing the maximum number of shares that he should hold.

11. The shares would generally be of the value of Rs. 10,
payable in twenty half-yearly instalments of one rupee each,
but there is no objection in principal to the shares being of the
denominations of Rs. 20, Rs. 50, or even Rs. 100 each, according
to the wishes of the shareholders. In smaller artisans’ societies
shares of Rs. 5 would, perhaps, be preferred, payable in 80
monthly instalments of one anna each, so that the poorest
person may not be debarred from joining a society.

CHAPTER IV.
THE LOANS: THEIR OBJECT AND CHARACTER.

A co-operative society would advance money to members
only.

2. It will be necessary for every applicant for a loan to
specify the object for which the money is required, so that the
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members may satisfy themselves as to its actual necessity. In
societies with unlimited liability such scrutiny is particularly
necessary as all members are ultimately liable for the repay-
ment of every loan advanced by the saciety. When loans have
been granted, members will be expected to satisfy themselves
that the money has actually been applied to the particular
object or objects for which it was borrowed.

3. 'The system in Ireland and Germany is that loans are
granted for productive purposes only, that is to say, for
purchase of seed, cattle, implements, ete. But we, in India,
live under different conditions. 'The social laws of the country
require expenditure of large sums of moncy on social functions
and domestic ceremonies, Marriage is a most important item
in a householder’s bill of expenditure and if the co-operative
societies were to refuse advancing money on such an occasion,
they would lose much of their popularity and usefulness and
most of their charm will vanish. Besides, if a co-operative
society man is refused a loan on the occasion of a marriage, or
other ceremony, in the family, he will be obliged to contract
a loan elsewhere, probably at a high rate of interest. The
primary object of the co-operative movement is to free the
peasantry from indebtedness except to the society, and this
object will be frustrated.

4. Much useful work can be done by a society in restrict-
ing the amount of loans granted on such occasions within well-
defined narrow limits; and, since every memberof a socicty
would be jointly liable for the debts of all others, the members
have very good reasons to insist that the amount spent on
social functions does not exceed the bounds of moderation and
is within the limits prescribed by the village panchayat. It is
found that the dictates of society in such matters—based as they
are on grounds of public well-being and backed as they would be
by the provision for necessary funds—are in most cases cheer-
fully accepted by the borrower. Economies will thus be
introduced, extravagance checked, expenditure regulated and
a high road to insolvency will be closed.



IN GWALIOR STATE. 19

5. Loans,then, may be granted for all legitimate purposes,
provided the object in view is to improve the material pros-
perity or to meet other necessary expenditure. The grant of
loan to a member, from a co-operative society, to pay off
previous debts is considered a legitimate purpose in co-operative
laws and practice. A line of difference would be drawn
between productive and other expenditure by varying the rates
of interest charged in each case. Money required for productive
works of a more or less public character, such as the digging of
water tanks and sinkingz of wells, would be lent at low rates of
interest. Whereas loans for, say, marriage expenditure would be
charged at highest rates of interest so as to discourage exces-
sive borrowing on such occasions. Between these two extreme
limits the rates for other Kkinds of loans, e. g., for purchase
of cattle, seed or implements, etc., would he varyingly fixed.
The rate of interest for the same class of loans would not he
uniform throughout the State, but would vary in different
parts according to the condition of local or neighbouring money
market.

6. If the co-operative movement is to grow on sound
economic basis it must be based on business principles and not on
lines of philanthrophy. The object of co-operation is to secure
reasonable credit. Tt is no part of the functions of co-operation
to reduce toa rapidly the rates of interest to an uniformly low
level. The growth of the movement will inevitably tend to gra-
dually lower the rates of interest everywhere; to precipitate
the fall by violent reductions cannot but be fraught with an
clement of grave risk. A debtor who has been accustomed to
pay high rates can only be trained to thrift by gradual relief.
The sudden opening-up of cheap credit may lead to his ruin,
If, for instance, the rate of interest charged by private money-
lenders in a locality is 12 per cent. and the co-operative
society begins to advance money, say, at 4 per cent., the first
idea that will strike the illiterate borrower would be that he
could get from the society Rs. 300 by paying one rupee a
month interest in place of Rs. 100 which could be had for
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a similar charge from the money-lender. The temptation to
borrow Rs. 300 would then be too great to be resisted. If a
person whose reasonable credit is Rs. 100 is, somehow, advanced
Rs. 300, he is apt to go beyond his sate depth. The possession
of more money than one requires may easily lead to extrava-
gance or to a life of dissipation. Even if this catastrophe
does not take place, there is the danger that money borrowed
by members would be lent out again in the market at higher
rates of interest. The rates of interest will, therefore, have
to be fixed separately for each locality with special reference
to local conditions,

7. 1 have already explained the desirability of societies
being financed to a large extent by local capital. Deposits
from members or from the public cannot be expected at rates
markedly lower than those obtainable in other forms of invest-
ment in the same neighbourhood. The rates for deposits being
fixed with reference to the condition of local money market,
it stands to reason that the rates at which money is lent out
should be somewhat higher so as to leave a reasonable margin
of profit to the society to cover its expenses and distribute a
dividend amongst the shareholders. All these considerations
go to prave that rates at which loans would be granted by the
societies should neither be very low nor substantially lower
than the rates at which money is obtainable in the local money
market.

8. The conditions as to repayment of a loan would be
determined according to the circumstances of the case. A loan
issued for productive purposes would naturally be expected to
be repaid from the produce raised with its assistance. For
instance, a weaver getting a loan for the purchase of yarn
would be required to repay the money as soon as the cloth manu-
factured therefrom is sold. Similarly, loans for seeds and
other expenses of cultivation would be repayable from the
erops. In fixing the dates of repayment, regard would be had
to the consideration that the dates coincide with the time
when the produce—manufactured or agricultural—is likely
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to be sold off. Loans granted for the purchase of bullocks
would be made répayable in 2, 8 or 4 half-yearly instalments
(according to the magnitude of amount advanced, the circum-
stances of the borrower and his ability to repay), each instal-
ment to fall due in harvest time. Loans for marriage expenses
would be recovered from the money received as neota on
the occasion of the wedding and the balance by instalments
in one to two years. In the case of Government servants, or
other persons earning a monthly income, monthly instalments
would be fixed.

9. The guiding principles in all cases in determining the
conditions of repayment would be:

(1)—the borrower should be able to meet his engage-
ments without incurring debts elsewhere; and,

(2)—he should not be given an opportunity to keep
any money likely to come into his hands idle, for
it may then be wasted.

10. Loans for longer periods than two years would not
ordinarily be encouraged, but if the expenditure involved is
heavy, and the benefits likely to accrue therefrom are of a
lasting character, such as in the case of installation of machinery
to deal with agricultural products (e.g., cane, etc.), or water-
lift pumps, or for any manufacturing process, the period of
repayment, howsoever long, would not act as a bar to the grant
of loans. Again, where money is required to, say, dig and
build costly tanks for storing water, repayment would extend
over a period of two or more number of years to admit of
liquidation by instalments convenient to the borrowers.

11. But howsoever the instalments may be fixed, the
debtors would be expected to repay the money punctually on
the dates when the instalments fall due. TFailure to do so would
involve the raising of rate of interest and a reduction or cessation
of business for the future. Multiplication of loans would .be
discouraged. If a person has already received one or more loans,
and instalments in respect thereof are still due from him, the
grant of further loans, however pressing, would not be advisable,
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12. The entire funds and resources of the society—and of
its members also if the society is one with unlimited liability—
guarantee payment of money due to the creditors of the society.
But among the members inter se every borrower would have to
find two sureties for his loan. The sureties need not neces-
sarily be members of the society. It is no doubt true that
the character and integrity of a person is the best security for
the money due from him, and in consideration of an application
for grant of loan the character of a man would constitute
a chief factor, but it would be as well to have at least two
persons hesides the borrower directly responsible for the loan ;
for if, owing to death or any other unforeseen cause, the
borrower bimself is unable to discharge the debt, the sureties
would probably take charge of his affairs and see to it that the
society’s debt is paid off.

13. The question as to whether loans should be granted
on the mortgage of immoveable property is a contentious
one. A common belief is that when a borrower secures a
loan by the mortgage of his property, he is generally slow
in repayment. The fact that the money—in spite of the delay
in repayment —is safe unconciously puts hoth the lender and the
borrower off their guard. The borrower is not anxious to repay
and the lender is not insistent in his demand. The result is
that capital often gots locked-up and is not readily available
on demand or at short notice. Tt was, probably, a considera-
tion of these and similar other factors that led the Govern-
meat of India to insert the following restrictions in this respect
in the Indian Co-operative Societies Act (I of) 1912. Section
29-(3) of the Act reads:

The local Government may. by general or special order, prohibit or restrict
the lending of money on mortgage of immovenble property by any registered
society or class of registered societies,

14. There can, however, be no absolute rule against mort-
gages. Every case depends and would be treated on its own
merits. In Madras and Burma, for instance, land is often
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pledged as security for loans and the fact that a member’s
property is pledged serves to emphasise his exclusive liability to
the society. In cases where a new member requires a loan from
a co-operative society to redeem his property already mortgaged
elsewhere and is unable to offer other suitable personal security,
a loan against immoveable property—whether tendered in itself
or as additional security—may be considcred as quite in order.
In areas newly opened out by the extension of irrigation canals,
where every cultivator is more or less of a stranger to the other
and often has no secarity beyond his own tenement to offer,
mortgages may be freely accepted.

15. A chapter dealing with the character of loans cannot
omit to consider the question of the fixation of limits for the
individual borrowers. In determining the limits up to which
different parties could be financed, the character, integrity and
business capability of the borrower again play a great part. A
person may be comparatively poor, but if he has a reputation
for being honest and straightforward in his dealings and is a
prudent man of business, he would certainly command in
relation to his resources much better credit than a wealthy but
profligate person. But it would not be proper to leave the con-
sideration of the extent of a member’s borrowing limit absolutely
in the hands of a few members of the panchayat that happen
to be present when the application for loan is considered. It is
possible, though not at all probable, that some of them may not
be in possession of full information as to his character and
integrity and, what is far more likely, undue influence (which
all of them cannot always resist) may be brought to bear into
giving a person credit beyond his justifiable means.

16. To guard against such contingencies a status or kaisyat
register would be maintained by every society. It will con-
tain full particulars about the nature of title or right to
land in possession, the land-rental, cattle, house property,
general reputation, old debts, etc., of every member and also
information about the limit of his credit in respect of particular
objects or altogether. Great care and caution must be used in
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the preparation of these lists,—the help of faksildar, kanoongo,
patwari and village elders being freely requisitioned in filling
up entries in the kaisyat register. The register will be revised
and brought up to date once every year. The information
given in this register would be fully considered before a loan is
sanctioned and the limits mentioned therein would not be
exceeded without previous sanction of the Sooba of the district.
The sanction of a loan application would ordinarily be preceded
by an enquiry as to whether the loan is actually needed and, if
so, the amount really required. IFor instance, if a loan is
required for payment of land revenue—and provided the
panchayat is satisfied that the circumstances of the applicant
are such that he cannot pay it either without borrowing else-
where or without an early sale of his stock which would
involve loss to him—a reference to the kaisyat register will at
once show the amount payable by him on this account. If
a man wishes to buy a bullock, the local knowledge of members
will enable them to ascertain what amount is to be advanced.
A great consideration to be borne in mind in giving an
advance is that it should as far as possible cover his real and
reasonable needs in that respect in full, so that he may not
be forced to raise the deficit money elsewhere. It would, by and
by, be made a rule that no person, once he has joined a
co-operative society, would be allowed to borrow money from
outside without definite permission of the society and such
permission would not be granted except in special cases and
for valid reasons.

17. It is very difficult to give an idea as to the extent
to which different objects—productive as well as otherwise—
play their part in connection with the grant of loans. Mr.
Langley, Registrar of Co-operative Societies in the Punjab,
has taken pains to compile, in respect of the Punjab, figures
showing the principal objects for which loans are issued.
These figures are very interesting in indicating the manifold
ways in which the co-operative movement is helping the
people who have joined it. I give below percentages of the



IN GWALIOR STATE, "2

numbers of loans issued in the Punjab during the preceding

2 years.
1912-13. 1918-14.

For purchase of cattle o 26§ 20
For purchase of seed we, D 9
For payment of Government revenue w12 21
For household expenses w11 18
For purchase of fodder ~ 10 6
For marriage expenses 7 4
For trade w. 3 2
For redemplion of previous debts and mortgages w19 17
For sinking wells o 1 T
For purchase of land o)

For miscellancous purposes & 5 5

100 100

The above figures are not conclusive since they denote the
number of loan applications granted but not their value. They
may not, moreover, be of very much assistance in indexing the
extent of similar demands in the Gwalior State, since the
purposes for which loans are required naturally differ accord-
ing to the couditions prevailing in different localities. For
instance, where people are poor they generally borrow for all
ordinary purposes, but their demands are small. In several
richer districts the people are indehted in proportion to the
value of their land and the most useful purpese which co-
operation can serve is—ilf, and so far as, possible—to liberate
the peasantry from old debts taken, as they in most cases are,
at exorbitant rates of interest. Mr, Langley claims that the
amount of indebtedness already cleared off by mcans of the
co-operative societies in the Punjab is about ene crore of rupees;
the total indebtedness of the people within the influence of the
3,261 village co-operative gocieties in the Punjab is computed
at about two crores apart fron mortgages. These figures may
serve to indicate the appalling weight of indebtedness unden
which our agriculturists have to work. No wonder the rate of
material improvement and moral progress among our peasantry
is exceedingly slow. What a vast field for good work and
exercise of philanthropic tendencies does the village life of
India present to the patriot and the reformer!
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CHAPTER V.
INDUSTRIAL CO-OPERATION : ITS SCOPE AND BENEFITS.

There is a great scope for the promotion of co-operative
movement among the industrial classes of the State. The
Indian artisans are generally poor. They are always improvi-
dent and consequently in a chronic state of helpless poverty.
It often happens that their products are seld ahead at exceed-
ingly cheap rates—rates which many a time do not leave them
a margin to cover even the bare wages. Being unable to
command capital fdr purchase in the open market, they are
forced to buy on credit from the very people with whom they
are under contract to supply the finished product. 'Fhe latter,
knowing the artisan’s helpless condition and his inability to
buy elsewhere, do not scruple to charge exorbitant price for
the raw articles sold. Where the person buying the finished
product and selling the raw material does not happen to be
one and the same, the artisan is forced to borrow his working
capital at, sometimes, 30 to 40 per cent. interest. To borrow
Rs. 10 repayable by twelve instalments of one rupee per month
is a most ordinary spectacle and yet it means to the borrower
an interest of about 36 per cent. per annum. It is said that in
Cawnpore Mills, the bunia advances Rs. 10 to the mill hands
repayable in six-monthly instalments of Rs. 2 each; this
works out to about 70 per cent interest !

2. The starting of co-operative credit societies among
people circumstanced as these would place capital within their
reach at a reasonable rate of interest. It has been experienced
that capital provided ut low rates of interest, by enabling the
artisan to repay the money soon, enables him to save and
extend his business. He is thus made to learn the value of
money and accumulate property and capital of his own.

8. 'There are numerous artisans’ societies in British India
in prosperous condition and doing good work. The Lalimli
Woollen Mills in Cawnpore has established a society which
combines credit and store business for the employees of
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the company. The Carpenters’ Co-operative Workshop at
Bareilly is a notable example of what co-operation can
achieve. The carpenters of Bareilly are tied down to their
buying contractors hand and foot, with the result that the
majority of them are very badly off. This co-operative organi-
sation has been found with a view to free some of the
carpenters at least from the bonds of slavery. A school isrun
by the society to teach carpentry and introduce new imple-
ments, improved designs and up-to-date processes of manufac-
ture and general methods of business. The apprentices, after
training, are financially helped to start in business on their
own account. The members realise the economic gain of their
joining together in the workshops to produce equally good
articles at cheaper price; and the moral gain in feeling that
one is his own master is considerable. And it is not in the
direction of technical training alone that the society is doing
good work. An idea is said to be agitating the minds of its
promoters that elementary education should also be included
in the course of instruction.

4. In Burma, a silk weavers’ society is doing very good
work in Amarapura. An European weaving expert has recently
been appointed by the Government to run the school started by
this society. The instruction at school comprises improved
methods of preparing the warp, weaving with automatic
wooden looms, design and dobby work ard the use of the iron
Hattersley loom. The Hattersley loom, a number of which
are working in this school, costs about Rs. 300 and a weaver
trained in its use is said to be able to earn from Rs. 80 to
Rs. 100 a month. The ex-students of the school have already
formed themselves into a separate co-operative society and,
gince the advent of this new weaving master, are continuing
further instructions under him. The growth of this school is
expected to have most beneficial effects upon the weaving
industry in Burma. The Gwalior Darbar has already given a
great impetus to the Chanderi silk-weaving industry by start-
ing an institute under a trained expert for introducing new
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methods of work and instructing the weavers into their use.
But there is still an unlimited field for improvement and ex-
pansion and the co-operative movement can do a great deal of
good work in regenerating this important home industry in
the State.

5. There are, in Madras, several co-operative societies .
started by the people with very limited means for the acqui-
gition of land in order to build small comfortable houses. The
salt lopders of Madras have also organised themselves into a
co-operative society. At Mambalam (Madrasy a society is
formed to produce gingelly oil. ' '

6. 1Itis not in the direction of improving small indugtries
alone that co-operation can help the man of limited means.
In Lahore, Government servants have formed themselves into
a society, which has stimulated to a marked extent ideas of
thrift among the members. The society has a working capital
of about 5} lakhs. Depositors get 6 per cent. interest and the
money is utilised in financing agriculture through the medium
of the registered co-operative societies in the province. Follow-
ing the example of the under-graduate co-operators of Oxford
and Dublin Universities, the students of the Central Hindu
College at Benares have established a stores which has, in the
words of Mr. Chatterjee, Registrar of Co-operative Societies,
United Provinces, “made considerable progress and is beginning
to arouse real interest amoung under-graduates in the college.”

7. 'The Bombay-Baroda and Central India Railway Com-
pany have organised a very business-like society for its
servants. The management is very active. Accounts are well
kept and recoveries are punctually made from pay-sheets.
Out of mill-hands societies, the one started by Mr. Mulji in
his spinning and weaving mills at Broach, is probably the best
of its kind in India. All employees of the mill from the
manager to the peons are members. It has opened a shop
where groceries are sold at cost price to members and a hotel
where-tea and refreshments can be bought cheaply. Loans
are also advanced to ncedy members at reasonable interest.
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The police people can be taught to be excellent co-operators
and have started flourishing societies in several places.

8. These are merely a few instances of the possibilities
of doing good work through the medium of co-operative
movement. Co-operation has been found a most potent factor
in stimulating small crafts and industries among poor men;
manufactures flourish thropgh this source. The development of
home industries, which His Highness the Maharaja Scindhia has
so much at heart, could receive a great impetus if the opportu-
nities offered by this movement, guided along lines of practical
wisdom and sympathetic regard for the well-being of the »yot,
are fully availed of and utilised as a means to that end.

CHAPTER VL.

OTHER FORMS OF CO-OPERATION : THE ECONOMIC
BENEFITS AND EDUCATIONAL VALUE OF THE MOVEMENT.

I have so far dealt with only one phase—and it is the
principal phase—of the co-operative movement, namely, its
utility in the direction of the democratisation of credit and
the consequent reduction in the rates of interest. But when
once the idea of co-operation is properly understood, and
people begin to realise the advantages of combination, the
movement is sure to spread rapidly and envelope new fields of
activity. The advantages of science and industry which are
at present the monopoly of the capitalist, and the agencies of
cheap production which the use of costly machinery and
organised labour working in big factories alone can command,
could be brought within the reach of the humbler classes
of people if they learn to combine and to co-operate, and
‘provided the Darbar is ready to extend support to the move-
ment and afford encouragement by expert advice and guidance
along lines of practical, as distinguished from theoretical,
wisdom.

2. Agricultural societies may, for instance, be formed
for the production, or for production and sale, of commodities ;
but in order to be successful the methods of work should be
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thoroughly explained to the co-operators and, in the beginning
at least, the movement should be supervised by State business
experts.

3. Societies may be formed with the object of enabling
the members to accumulate their respective stocks of wheat
and other produce, and have enough to sell wholesale, and
secure for themselves the profits of the middleman. People
may also co-operate in order to purchase raw materials, or any
other commodity, in wholesale quantities so as to ensure uniform
and good quality of the supply and obtain better results in pro-
duction. They may combine to hold back stocks of grain
until better prices are offered; or to safeguard and insure the
health of the cattle, prevent disease and reduce mortality.

4. In Jhelum Canal colonies, members of societies com-
bine to store their produce together and sell jointly through
one or two enterprising members and realise better prices. A
comparison of rates thus earned enables them to appreciate
differences in quality and serves as an incentive to the use of
better seeds and more effective manure.

5. In the Central Provinces, the co-operative department
has established a seed agency at Sihora. This agency registers
orders and arranges for the supply of pure seed from farms
specially run for the purpose either by the department itself
or by private farmers and specially licensed by the Agricul-
tural department. It also arranges for the disposal of surplus
produce in bulk, so that the highest possible price is realised
and the full value of the improvement in quality is obtained.
The seed is graded by a specially trained man and no seed not
up to the standard is sold.

6. At Paras in Akola district, Berar, a society has been
organised for the purpose of ginning cotton grown by the
co-operators. In Pattoki (Lahore district), a co-operative
society has taken over the lease of the principal cotton
ginning factory in the town. The proper ginning of cotton
is a crying necessity, for cottons of mixed varieties are often
ginned and tried to be sold under fictitious names. This
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attempt at supplying an inferior variety under the name of a
superior and better one has already dealt a great blow to the
Indian cotton industry in the European markets where Indian
cottons do not now command the same value as they did before.
For a supply of pure seed in sufficient quantities the ginning of
cotton under trustworthy management is absolutely necessary.

7. The Berar Cotton Unions represent a very useful
effort in co-operation in an extremely simple form. The
Unions have no share capital and their members carry no
financial liability whatsoever except for their contributions
towards the pay of Union chowkidars, which is raised by
means of small acreage rates of 2 to 6 annas. The rate is
fixed by members themselves to suit their own require-
ments. Unions of this kind, in their corporate capacity, make
no profits except those derived from the sale of agricultural
implements on which they receive a commission. Acting, as
they do, as mere commission agents in the sale of these imple-
ments, they stand to lose nothing in their capacity as such.

Mr. Arno Schmidt, Secretary of the International Feder-
ation of Master Cotton Spinners, spoke of Unions organised
on this basis as perfect specimens of their kind. Here, he
writes, plant selection takes place on one farm and the selected
seed is grown on a large nucleus seed-farm, which supply seed
to a large number of co-operative societies. A Government
official keeps a watchful eye upon the working of the system,
so that no hybrids or other varieties are mixed up with the
selected plants. From these seed-farms the ordinary cultivator
obtains pure seed. In the surrounding villages, his fields act
as demonstration plots. The strain of cotton grown is No. 1
selected roseum ; the price realised for farm seed in 1913 was
Rs. 40 per khandi as compared with Rs. 14 grown on non-
society mixed farms.

8. Co-operative enterprises in connection with the im-
provement” of sugar production are quite successful in parts
of India. The institution of building societies has been a
special feature of the co-operative movement in Mysore.
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9. But in order to avoid disappointment in results, or
failure, it is essential that the establishment of such societies
should always be preceded by some kind of survey of the
economic needs and position of the people and the formation
of societies should be encouraged only after a careful investi-.
gation has been made into the proposed fields of operation and
all factors for and against the venture have heen taken into
full consideration and found to be satisfactorily favorable.

10. In the direction of communal co-operation the
Shamrao Vithal Society of saraswa¢ brahmins in Bombay is a
notable example of successful organisation. Its head office
is in Bombay and it has branches at Hubli, Dharwar, Sirsi,
Honavar, Kumta and Karwar. On 31st March 1914, it had
933 members, including 21 ladies, on its rolls. The share
capital stood at 2 lakhs divided into shares of Rs. 25 each.
The volume of transactions in 1913-14 was Rs. 7,01,752; the
reserve fund stood at Rs. 12,000. It has a system of cash-credit
accounts for members in business line. An education fund
is started for the benefit of saraswat boys and 59, profits are set
apart for this purpose. It issued, in 1912, Rs. 10,000 worth
debentures stock to redeem debts of its members. Separate
co-operative societies have been started in Bombay presidency
by chamars, mahars and dhors. The municipal sweepers have
organised a splendid society in Satara. Members deposit their
savings, which, though small, show a steady growth indicating
a healthy spread of ideas of thrift among them. Mr. G. K.
Devadhar of the Servants of India Society has organised a
society of Social Service League in Bombay. The Kanara
Kshatriyas, emulating the example of the Shamrao Vithal,
have started a promising society, the notable feature of which
is that its profits are to be entirely devoted to educational
purposes.

11. The satisfaction of the monetary wants of the culti-
vator and the artisan shall, no doubt, always remain the
primary object of the co-operative societies. But the associ.
ation of persons will be productive of other educational and
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economic benefits to them. Co-operation is, in the widest
sense of the term, education, both intellectual and moral.
‘When men associate for business purposes, they feel the need
of education. There is incentive—and forcible reasons—for
learning to keep accounts, to sign pro-notes, to read pass-books
and receipts, and a knowledge of this kind will widen the
outlook and enlarge the prosperity of the members. Simple
co-operative literature will be circulated among the rural
population and they will be induced to read it. Small pampb-
lets culled from the information embodied in His Highness’s
excellent work F&(FIT ARG and dealing in simple language
with subjects pertaining to hygiene and public health, factors
of material improvement and the system of municipal and
local administration, etc., would be disseminated through the
medium of these societies and the people will be encouraged to
take a more intelligent interest in their agricultural, communal
and social well-being.

12. One of the forms of social service to which co-
operative institutions have devoted themselves in the United
Provinces of Agra and Oudh is the provision of rural schools
for children. 'There is no doubt of it that as local agencies for
primary education co-operative societies can do much to assist
the Darbar in its educational policy and their assistance may
be of advantage in solving the problem of suiting rural
education to the true nceds of agriculturist and artisan classes.
Illiteracy is a hindrance to the growth of co-operative move-
ment. As the spread of co-operative ideas will lead to a
demand for literacy, so literacy will encourage the demand for
co-operation and both will act and re-act to the mutual
advantage of one another.

13. Co-operation encourages thrift. It inculcates lessons
of self-help. The test for admission to a society is a man’s
character- and general reputation for integrity and honest
dealings in business and private life. DPeople, when they
join together for the furtherance of their common weal
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and when they poel their credit, influence in many a way
cach other’s conduct and help in the extramination of
evil habits and viees. Mutual and corporate interests are
advanced.

14. The mere feeling that one person is responsible for
the debts and liabilities of others will act as a powerfulk
incentive in checking extravagant habits among them.
Expenditure on unproduetive purposes will be curtailed. Ex-
travagance on marriage and other social or religious funetions
will be put a stop to, or at any rate brought within reasonable
limits. Members of a eo-operative society are often en-
couraged to pledge themselves to a life of soeial thrift and,
where the organisation is a strong one, a member who wan-
tonly hreaks his pledge is removed from membership of the
society. The progress of the movement of co-operation is sure
to effeet o change for the better in the charaeter of the people
among whom it will spread. In Germany and Ireland co-
operation has given a great impetus to thrift and economy
and has led to the establishment of savings banks, benefit
funds and provision for the poer. Drunkards and gamblers
have been reelnimed to a life of wsefulness and industry.
Insistence on repayment of loans on due dates has helped
to teach punctuality in other walks of life. Sharing of
linbility with others has taught straightforwardness and a
spirit of broad-minded toleration, When people muster
together and discuss openly one another’s requirements and
difficulties, when they have to submit te the views of the
majority and sit in judgment on the affairs of other people,
a sense of self-restraint and regard for other people’s feelings
and sentiments grows upon them. Publie-spirit and discipline
ave infused. The panehayats managing the affairs of co-
operative socicties are net infrequently required to arbitrate
and decide other people’s disputes and differences. Litigation
is thus reduced and diseouraged. A eorporate life and feeling
of solidarity is engendered.
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15. In his report on the working of co-operative societies
in the Punjab during the year emded 31st July 1914, Mr.
YLangley, Registrar, remarks:

Tn Gurdaspore 32 panchaynis have been formed among the vo-operative
socicties for the settlement of disputes and minor offerces, and  very satixfactory
vesults ave reported. In some cases members of the panchaymls have found

themselves hoist with their own petard and sentenced to substantinl fines for
offences.

We read further in the same report :

The co-operative societics are also becoming awake to the neceszivy Tor more
school education for their children. They want nore primary schools opened in
their villages and they also want higher cducation for some of themselves. They
fecl, for iustance, that it would be to their advantage to have more of their number
among the Otlicers of the Edacation Department. It has been resolved to raise
funds for this objeet both in Jallandhar and Gujranwala districts: in fuct, a
certain amount has already been collected in the latter district with a view to
build a hoarding school for the sons of agriculuurists at the district head-quarters
and giving scholarships (o promising hoys.

16. Co-operation awakens the possibilities of agricultural
development, and when members muster in meetings of the
society, the talk and discussion often strays to all matters
pertaining to the improvement of their crops or the eradication
of social drawbacks and evils.

17. In Gurdaspore (Punjab) improved ploughs have been
introduced on hire-purchase system through the agency of
co-operative societies. Tube-wells are beginning to be sunk
at some places where water is deep down or scanty. The
introduction by the Pali co-operative bank (in the United
Provinces) of oil engines for irrigation among its members is
an example of how much good can be done by these societies
where the funds at the disposal of members enable extensive
works being undertaken. There is a marked tendency among
the co-operative bodies to bring culturable waste lands under
the plough and towards intensive cultivation.

18. The Nawagaon cattle-breeding co-operative society,
in Central Provinces, is rendering valuable scrvice in improv-
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ing the breed of cattle. The local Government has handed
over an area of 492 acres of land to the society for grazing
purposes. Each member keeps from one to six cows on the
farm, Cows fit for breeding purposes are selected, passed and
registered before admission. ‘They are covered by stud bulls
owned by the society at a serving fee of one rupee for each cow.
A grazing fee of one rupee for each cow, and of eight annas
for each calf, admitted to the pasture area is paid by the
owner of the cow or calf to the funds of the society. The
calves are private property of the owner of the cow which
bears them. The society’s bulls are exclusively reserved for the
registered cows ; but, in default of sufficient registered females,
are hired out for the use of unregistered cows preferably those
helonging to members of a co-operative society. The poorer
members of the society are permitted, in their individual capa-
cities, to horrow money from their society for the purchase of
cows to be kept by them. The stock reared on the farm fetch
comparatively very good prices. Regular herd registers are
maintained and pedigree records are kept by the society. The
whole organisation is managed and controlled by the members
themselves; they are encouraged to regularly inspect the herd
and to offer any suggestions which may occur to them.
"The Registrar, Co-operative Societies, and the Deputy Director
of Agriculture, regularly inspect the farm.

19. A point of importance that has of late come into
great prominence in connection with the co-operative move-
ment is its suitability for the forest tracts. Bhils, Gonds and
Korkus, aboriginal tribes of India, have turned out high class
co-operators. They are very punctual in repayment of loan
instalments, notwithstanding bad harvests, Apart from this,
they are excellent pupils; they have picked up the true spirit
of co-operation and know all about their fellow-members ;
they scrutinise each other’s loans and work most carefully,
and the entire society is often a regular working panchayat.
They value the society because it frees them from the extor-
tionate demands of the money-lender.
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20. Viewed from all these standpoints, it may safely
be remarked that co-operative movement is not merely a
device for obtaining money on cheap rates of interest, or only
for increasing the resources of the people, but it can also
wield a powerful educative and economic influence. The
society may help in the revival of a corporate life in the
villages and may strengthen the bonds of friendship and fellow-
feeling among the inhabitants. The movement, if wisely
directed, may constitute a powerful factor in improving the
social, economic and moral conditions of the people and further
in a most effective manner the cause of popular education. By
increasing the wealth-producing powers of the people it may
help to diffuse greater prosperity and contentment among them
and thus form yet another strong link in the close bonds of
affection and love which fasten His Highness the Maharaja
Scindhia to his subjects and are a most pleasing feature of the
Gwalior public life.

CHAPTER VII.

HELP FROM THE GWALIOR DARBAR: CAPITALISATION OF
THE MOVEMENT AND CONTROL OF ITS AFFAIRS.
There is no question of it but that the agricultural banks

already founded and run by the State would form the nucleus
of the co-operative movement. The sum of about Rs, 25,00,000
invested by the Gwalior Darbar in the agricultural banks, as
well as their reserves, if any exist, would constitute the initial
working capital of the district co-operative banks and the
district banks would finance the co-operative societies. The
investments of the agricultural banks would be carefully ex-
amined and valued at market price; but this, it is expected,
will present no difficulty.

2. The experience of the co-operative movement in
European countries suggests that it would not be advisable for
the Darbar to subscribe any part of the share capital of the
district co-operative banks itself. Subscriptions.from the
Darbar are not necessary; they may complicate rather than
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simplify the relations between the Darbar and the members of
the district banks concerned.

3. Baut this does not imply that the Darbar should with-
draw its financial support from the movement. The association
of the Darbar with the district banks would lend them a posi-
tion of respectability—and prestige—without which the move-
ment cannot propsrly grow and expand. The relations of the
district banks with the Darbar would be so regulated as to en-
sure a sufficient supply of capital from the State treasury for the
success of the co-operative movement in the Gwalior State.

4. 'The money advanced by the Darbar to the district
banks would assume the form of debentures carrying, say,
5 per cent. cumulative interest payable out of net profits of the
district co-operative banks and the societies working there-
under, and guaranteed by a first mortgage on the entire assets,
share-capital and reservesof the said district banks and societies,
as well as by the reserve liabilities of the members thereof.

5. The co-operative movement would stand in need of
this financial aid from the Darbar for many a long year to
come. But as the movement spreads and gains strength and the
resources of societies and banks—in the shape of members,
share-capital and deposits—increase and begin to supply, though
at first to a very small extent, the monetary needs of the co-
operative societies, the Darbar would restrict its aid within
narrowing limits so that it may lead to an increase of self-
reliance and independence in the movement.

6. The association of the State with the movement will
naturally create an impression among the people that the
Darbar is looking after their interests and its eagle eye is ever
vigilant to guard and protect their money. In proportion,
therofore, to the growth of private deposits, the responsibilities
of the Darbar will tend to increase and become more onerous.
In the case of failure or breakdown of a co-operative society
or bank the Darbar can no doubt disclaim all legal responsibi-
lity as regards satisfaction of the claims of private depositors,
but the Darbar owes it to itself to see that every society and
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bank is so constituted as to ensure its being worked on lines
that would preclude the contingency of failure and render that
catastrophe almost inconceivable. While, therefore, the finan-
cial support of the Darbar to the co-operative movement
may begin to decline as the movement progresses, its obliga-
tions in the direction of a closer scrutiny of the affairs of the
societies would become greater.

7. Expansion and growth are very good things in their
own way, but it is necessary for the Darbar to satisfy itself that
the progress i8 not very rapid and achieved at the sacrifice of
internal soundness and safety of the movement. In the inter-
ests, therefore, of peace and contentment, and as protector of
the property of its subjects, it is due to the Davbar to see that,
while excessive official supervision is avoided and $he movement
remains essentially a people’s organisation, the Munds placed
in the hands of the co-operative institutions are properly
engaged and represent safe and sound investments and further
that the money is actually utilised for the furtherance of the
objects for which it is lent out and is not misused.

8. As regards the accounts of the co-operative societies
and district banks, it is absolutely necessary that they should
be subjected to a careful and thorough scrutiny and audit.
These duties cannot be left entirely to private agency. It
is desirable that the non-official agency be utilised as much as
possible, but the success of the co-operative movement may be
endangered if this principle is carried to extremes. Without a
substantial degree of State supervision in the matter of eheck-
ing of accounts, the Inspector-General of Co-operative Societies
would lose touch with the internal conditions of the societies
and the district banks, and the outside public, who expect the
Darbar to be trustees of their interests and would value the
scrutiny carried out by the officers of the State, may lose that
confidence in the financial position of the movement which itis
so essential to maintain for its continued success.

9. It is, therefore, necessary that the affairs of the
societies and district banks should be inspected and audited by
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a reliable staff which can keep the Inspector-General informed
of the financial position of the societies. The staff need not
necessarily be paid by the Darbar, but it should be appointed
by the Inspector-General and should remain under his direct
control. The societies could be required to contribute a certain
portion of their income, or pay fixed auditing fees, for the
services rendered by this staff.

10. If by this means, or in any other way, the two condi-
tions mentioned above—uwiz., (1) that the Inspector-General of
Co-operative Societies should be in a position to possess reliable
information regarding the financial positions of all the different
societies and district banks, and (2) that the outside public
have confidence in the control and audit—are fulfilled, the
advantage would lie in restricting the number of State officials
in the direct management of the co-operative institutions to as
small an extent as safely possible.

11. Apart from official control, it would be preferable to
aliow the private depositors also to havesome voice in the admin-
istration of theaffairs of the respective societies and banks where-
in their monics are invested. A certain portion of the directorate
in every society and bank may consist of representatives of the
depositors. What the portion would precisely be cannot yet be
determined. It would vary and depend on the relative magni-
tude of the stakes of the depositors and shareholders in an
institution. The depositors’ representative would have right
to be present at all meetings of the directorate to sutisfy himself
that the money is being usefully laid out. If dissatisfied, he
would be at liberty to withdraw the money, subject to previous
notice for such periods as may be prescribed in this behalf on the
basis of the rates of interest allowed. It would, however, not be
proper to encourage the depositors’ representative to take a very
prominent part in the actual management of the affairs of the
society, for if he does so the sense of responsibility of the members
will be gradually lessened. They may even lose heart in the
business and the benefits and advantages which may be gained
from their co-operation would then be minimised or entirely lost.
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12. The German Government have given a great impetus
to the development of agriculture and trade in its country by
the ‘ clearing system ’ of the Reichsbank. Through this system,
money can be remitted from any of the 450 places in which
there is an office of the Reichsbank, to any of these places,
without charge either to the sender or the receiver, It is
sufficient that the person to whom money is to be remitted
should have an accountat the bank, Any person owing money
in the remotest part of the empire, either to the Government
on account of taxes or to any private individual, may go to the
office of the bank which is most convenient to him and pay in
any amount. Credit will forthwith be afforded in the account
of the payee wherever he may reside or have an account., It
practically amounts to a money-order system without charge
or risk of loss in transmission.

The Bombay Government have allowed remission of §
money-order commission on remittances made by co-operative
societies to their Bombay agents. The same Government have
also admitted co-operative societies to the advantage of the
system of remittance transfer receipts at par by which all
remittances for Rs. 25 and above between a society and its duly
established branches in the mofassil may be made free ot charge.

In the interests of the growth of the co-operative move-
ment it will be necessary for the Gwalior Darbar to admit co-
operative societies to the priviloge of free remittances within
the limits of the State through its system of State treasuries
and State post offices.

CHAPTER ViIIL.
THE INSPECTOR-GENERAL OF CO-OPERATIVE SOCIETIES:
HIS QUALIFICATIONS AND DUTIES.

No scheme however perfect and no design however fault-
less can be carried to completion, nor can it be expected to
fructify, unless the agency employed for its control and direc-
tion is capable of handling the material at hand with the
consummate skill of a master.
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2. The Inspector-General of Co-operative Societies, to
whose untiring efforts and zealous care the movement would
owe its success, ought to be a man well versed in the know-
ledge and experience of the problems that await solution at his
hands. His knowledge of facts must not be based on dry theory
alone, for the application of root principles in strange soil
and amidst new conditions not infrequently requires a recast-
ing of many a preconceived plan of action. The theory must
be seasoned and strengthened by actual experience and must
be so thoroughly grasped as to give unity and coherence to
the whole purpose.

8. In the introduction of a new movement among people
bound down with superstition, ignorance, illiteracy and con-
servatism, the path of progress is beset with numerous difficul-
ties and complications. “The opinions of the average man,”
remarks Professor Rushbrook Williams,* are very largely a
result of early training and subsequent environment; and
prejudices, however irrational, which one acquires in childhood
are the hardest things in the world to shake off.”

4. 'The co-operative movement aims a direct attack on
people’s loose notions of thrift; it seeks to annihilate the
habits of improvidence and the evils of isolated action. To
alter the general economie and social condition of pcople—so
backward and hide-bound as agriculturists and artisans in our
country—is a task of special difficulty.

5. In view of the nature of his duties as the man at the
helm of affairs, the Inspector-General should, to start with, be a
person of an absolutely open mind. He must, nevertheless, be
filled with a genuine enthusiasm in the work that lies before
him. He must be a person of broad and tolerant views;
buoyant—of an optimistic bent of mind—and, above all, sym-
pathetic and affectionate in nature. He must have sufficient
control over himself to pull himself up and check his activities
at any time when he has the least suspicion of going wrong or
moving too fast ; to retrace his footsteps, revise his judgments
of right and wrong and satisfy himself that his motives are
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perfectly true and justified by actual facts and that there is
no unconscious bias or prejudice lurking in his brain. He
must, in short, endeavour to achieve a counsel of perfection.

6. He should closely study the character and nature of
the people, not with the impatient spirit of an omnipotent
bureaucrat or a high-placed member of a powerful Govern-
ment, but with the patient skill and untiring care of a trained
expert. Let him not rush with his own preconceived notions
and force his cut-and-dried schemes down the unwilling
throats of a reluctant ryot revolting under the pressure of new
tangled alien notions. While always ready and prompt to
further the movement of co-operation, the Inspector-General
must have sufficient acquaintance with the feelings and the
habits of the people to understand and appreciate their limita-
tions and to grasp their difficulties. There should be no
hesitation to modify a preconceived idea in the light of fresh
facts. It is very important for an officer placed in charge of
a newly-created department to keep himself in such a frame of
mind that he is at all times capable of receiving and utilising &
new fact, which unexpectedly comes to his notice, even when
that same fact renders worthless the labours of weeks.

7. In modern days every department of public adminis-
tration is so thoroughly specialised that without adequate
training in the intricacies and the technique of that particular
branch, efficient government is well-nigh impracticable. Co-
operation, like many another branch of administration, is
highly specialised and requires a special course of training. The
movement, in its business essence, is banking applied, under
special conditions, to the improvement of agriculture among
people generally backward in the scale of civilisation and impro-
vident by habit. The form of combination is not of the well-
established limited-liability joint-stock type. People have
to be induced to cluster together, and taught to a sense of
mutual trust, and trained to pool their credit. But the bene-
fits of co-operation are not restricted to the securing of cheap
eapital alone. The movement, in its educative aspect, incul-
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cates lessons of thrift and creates a sense of corporate life and
joint responsibility for the material well-being of the com-
munity. It helps to eradicate evil habits and pernicious
customs. The educational value of the movement is therefore
no less important than its business achievements. The forms
of co-operation other than credit include joint sale, and joint
production and sale, of agricultural products ; the rearing up
of cattle of superior strains and cattle insurance ; the farming
and supply of better qualities of seeds, and the advancement
of small industries,—all of which require training and experi-
ence of a special character not ordinarily possessed by the
officials of the State.

8. In the interests of the success of the movement, it is
necessary that the head of the co-operative department ought
to be recruited from outside the limits of ordinary State
services. The need of doing so has already heen keenly felt in
other countries and wherever the movement has made a head-
-way it has in no small measure been due to the facility with
which specialists in banking, trade and commerce, etc., were
taken on the superior staff of the department.

9. These few reflcctions serve to indicate the general
qualifications required in the officer who is to direct the affairs
of the movement. A few remarks are necessary as to the
nature of his duties and responsibilities.

10. It is the duty of the Inspector-General of Co-
operative Societics and his staff, and they owe it to the State
and to the public who deposit their money in the co-operative
societies, or district banks—and to members who join the
socicties—to see that every co-operative society is informed by
genuine co-operative principles. The Inspector-General
would be expected from time to time to take stock of the
progress made, correct the faults discovered, standardise and
bring up to date the system of accounts, teach the backward
members the principles of co-operation and the rules of
their societies. The work of expansion of the co-operative
movement and the opcning out of new societies would,
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obviously, be of little benefit until and unless the existing
organisation is periodically overhauled and brought up to the
standard mark. )

11. The Inspector-General is naturally expected to bear
in mind that the borrowing powers of a society should be kept
within proper bounds until the members generally have
some knowledge of the objects and the rules of the society
and the managing bodies are found to be managing the affairs
of the society equitably and with some degree of efficiency.
Success in co-operative movement is difficult unless the
majority of members understand the principles of co-operation
well enough not to tolerate—and to take effective steps to put
a stop to—injustice or misconduct by the managers and the
directorate of a co-operative institution. Mr. English, Regis-
trar, Co-operative Societies, Burma, has very rightly remarked
that “ knowledge must be insisted on, or co-operative principles
will not be followed, and if they are not followed the whole
structure is a fraud and will collupse.”

12. A very important part of the duties of the Inspector-
General would be to definitely determine—according to condi-
tions prevalent from time to time and having regard to the
general progress of the movement in the State—the borrowing
limits of every co-operative society and district co-operative
bank separately.

13. Efficient institutions may be expected to invest their
funds well and to derive a maximum amount of good there-
from. The borrowing limits of efficient institutions may
therefore be fixed, and later on extended, in relation to the
growth of efficiency therein. But the growth and maintenance
of efficiency may not be constant. Societies once good and
promoted from a lower class to a higher one may, occasionally,
have to be punished and reduced for such faults as dishonesty,
bad management, bad accounts, ignorance of principles and
rules, and unpunctuality in repayment of loans.

14. There are various standpoints from which the In-
spector-General can judge and classify the societies in reference
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to their merits. According to the ideas of Mr. English the
criteria in this respect should be—
(i) Xnowledge by members generally of the main
points of co-operation.

(i¢) Knowledge of all the rules by the sarpanch and
the secretary at least.

(¢46) Good accounts and satisfactory minutesof pro-
ceedings of society and panchayat meetings,

(iv) TFair, regular and efficient management.

(v) Repayment of loans by members according
to the system laid down in the rules of the
society and punctual repayment by the society
to the district co-operative bank.

(vi) Ability to obtain local deposits.

15. In order to ensure prompt and decisive action being
taken by the Inspector-General, when faults and mistakes arg
discovered, it would be necessary to arm him with reasonable
powers of inspection and disciplinary punishment. His high
status and moral character and sense of right and wrong
coupled with the responsibilities attached to his post may be
regarded as asufficient guarantee, under normal circumstances,
that the powers will not be misused. Itis, thevefore, proposed
that the Inspector-General of Co-operative Societies in Gwalior
State be placed on the same footing as regards status and
powers as the Registrars of Co-operative Societies in British
India, and should have, without prejudice to his general
powers, the following specific powers and duties :—

TIE POWERS AND (1) The Inspector-General would be

DUTIES O THE in administrative and executive charge

INSPECTOR-GENERAL.  of the co-operative movement in the
Gwalior State.

(2) It would be_ the duty of the

Inspector-General to see that co-opera-

tive institutions are informed of, and

run on, genuine co-operative principles,
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(8) TheInspector-General may, on his
own motion, and should onthe request
of the Suba of the district or on the
application of five or more members of
a co-operative institution, hold an en-
quiry into the constitution, working and
financial condition of that institution
or he may direct some person or persons
authorised by him in writing in this
behalf to hold such enquiry. All officers
and members of the institution would
be bound to furnish such information
in regard to the affairs of the institution
as the Inspector-General or the person
or persons authorised by him may
require.

(4) Any creditor of a co-operative
institution may apply to the Inspector-
General for an examination of account
books and financial condition of the
institution if it is indebted in the sum
of Rs. 500 or more to that creditor and
a demand for payment within a reason-
able time has not been complied with.
The Inspector-General would, on receipt
of such application, hold or cause to be
held a proper examination of the affairs
of the institution.

(6) Where an enquiry or examination
is held at the instance of a member or
creditor, the applicant should deposit
with the Inspector-General such sum as
security for the costs thereof as the
Inspector-General may require.

(6) The Inspector-General may ap-
portion the costs (or such portion of the
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costs as he thinks fit) of enquiry or
examination between the institution and
the member or creditor demanding
enquiry in such proportion as he deems
proper.

(7) TheInspector-General would have
power to prohibit, restrict or regulate
the lending of money on mortgage of
immovable property by any co-operative
institution, and also to require that in
the case of a co-operative society with
unlimited liability advances on the
security of movable property would be
subject to his previous special or general
permission.

(8) The Inspector-General would have
authority to restrict the borrowing
powers of a co-operative institution and
to lay down rules governing the extent
to which, and the conditions under
which, a co-operative institution should
receive deposits and loans from members
and persons who are not members.

With the object of giving effect to the aforesaid pro-
visions it would be lawful for the Inspector.General to
classify the co-operative societies into different classes
having regard to their standing, business capacity and
credit. He may, in the beginning, place new societies in
the lowest class and promote any of them later on to
higher classes,

Societies, once promoted, may be reduced if found
guilty of dishonesty, bad munagement, bad accounts,
ignorance of principles of co-operation, unpunctuality in
repayment of loans or general inefficiency.

(9) The Inspector-General would have
power to lay down rules as to the
manner in which, within the provisions
of the proposed Gwalior State Co-
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operative Societies Act, the surplus
funds and the reserve fund of any
co-operative institution, or of different
classes of co-operative institutions, would
be invested.

(10) The Inspector-General would, at
all times, have access to the books,
accounts, papers and securities of a co-
operative institution and every office-
bearer and member thereof would be
bound to furnish such information in
regard to its transactions and working
a8 the Inspector-General may deem fit
to require.

(11) The Inspector-General would
audit, or cause to be audited, the
accounts of every co-operative institu-
tion at least once in every year. The
audit would include an examination of
overdue debts and a scrutiny and
valuation of the assets and liabilities of
the institution.
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PART IT.

The Scheme of Organisation.

I.—INTRODUCTORY REMARKS.

IS Highness the Maharaja Scindhia is no doubt taking a
keen interest in the improvement of agriculture and
industries in the Gwalior State. But it may rcasonably

be urged that there are still vast opportunities for further
improvement. The Gwalior Darbar has not yet done all that
the nations in the West have already done and are still doing
to make conditions of agriculture easy and increase the pro-
ductivity of land. Many important aspects of the agricultural
question have not yet been tackled. I have indicated in the
first part of this book some of the lines along which further
action is necessary, Agriculture and industries are the two
main sources whence the Statc can enhance the economic
prosperity of its subjects.

2. It must be remembered that the battle of business is
to-day the real battle of nations and it is upon the victories in
the competition of agriculture and trade that any State can
rely for its supremacy in home and foreign markets. In
India, the average agriculturist and artisan misses many oppor-
tunities for the expansion of his business, not from lack of
enterprise but from ignorance of what those opportunities are.

3. The policy of the State in this matter should be cast in
a propagandist spirit so as to act as a direct stimulative. What
is wanted is that the State Government should approach every
cultivator and artisan and place such facts before him as
would be to his benefit and make an individual appeal to his
energy and enterprise. The function of the State ought to be
to bring home to the cultivator and the artisan clearly and
definitely the opportunities which are his for the grasping.
The department concerned with this business should be manned
by a highly experienced minister, who should be in intimate
touch with the needs of the people, who will not wait for
hypothetical enquiries, but will carry information, by every
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possible means, to all the producers and manufacturers in
the State.

4. There is a clear necessity for better and more compre-
hensive organisation of the present governmental treatment of
agriculture and commerce in the State. Theadministration of
the Darbar should play a considerable part in maintaining the
agriculture and industries in the State at a high level of effici-
ency. The trade has in the past suffered from government
inaction or unintelligent administration and the system of work
needs a thorough revision. Individual private effort alone will
not solve the problem and, under present conditions of life, the
directing energy and policy should, in order to be effective, be
in the hands of the State Government. Government support
should co-ordinate individual effort and both of them should be
applied for the growth and expansion of agricultural and
industrial interests.

6. Co-operation is only one out of the many departments
of commercial activity that stand in need of State organisation
and stimulating energy. A scheme for organisation of the co-
operative movement in the Gwalior State should keep the
above cardinal principles in view to be successful. These con-
siderations are not forsaken in the framing of this scheme. But
no scheme can be successful unless it is handled by a business
administration and is actively helped by the Ruler of the State.

6. The supreme direction of the co-operative movement—
the supervision of the organisation employed for the further-
ance of this propaganda and the control of the methods by
which small crafts would be advanced and the conditions of
agriculture would be improved—and the general authority
relating to the betterment of the material, moral, social,
educational, and economioc conditions and environments of
the cultivator in the Gwalior State—would be vested in a
BoarDp oF AGRICULTURE.* The offices of the Board would be

#The status and functions of the Board of Agriculture would be somewhat analogous to.
the Board of Industry and Commerce already established in the Gwalior State. It may later
on, perhaps, be possible to amalgamate the two Boards into one constituted on the lines of the
Board of Trade in Bingland ‘md similar bodies in other countries of Europe and America.
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situate in Lashkar and its members would be in direct official
touch with His Highness the Maharaja Scindhia.

7. The organisation employed for the promotion of thrift
and self-help among cultivators, artisans and persons of
limited means would be known as & CO-OPERATIVE SOCIETY.
There would be formed, in course of time, a co-operative
society in almost every village—the larger villages and towns
would possess two or more co-operative societies—with the
object of providing the people with loans for all productive and
other lawful purposes at moderate rates of interest, and for the
furtherance of all lawful and recognised forms of co-operation
other than credit, such as the sale and purchase of articles,
the insurance of animals against disease and death, the
rearing-up of superior breeds of cattle, the supply and use
of improved types of implements and machinery in agriculture
and manufactures.

8. There would be a local co-operative bank in every dis-
trict of the State to finance the various co-operative societies
working therein; also to examine the accounts, systematise
the general procedure of business, standardise their functions
and to bring the management of the societies on a harmonious
and uniform level of efficiency. These institutions would be
known as DisTrICT CO-OPERATIVE BANKS,

9. The general constitution of these different bodies,
their aims and objects, the powersand duties of their director-
ates and the rights and liabilities of the persons joining or
working in them are set forth in full detail in the following
scheme of organisation.

10. Ifjthis general scheme is approved of by the Gwalior
Darbar, it will be necessary to conmsolidate the provisions of
this scheme in the form of a special bill and get it formally
passed by the Majlis Khas of the State. The bill, when passed,
would be known as the GWALIOR STATE CO-OPERATIVE SOCIETIES

Acr.
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I.—DEFINITIONS.

In this scheme, unless there is anything repugnant in the
subject or context,

“ the proposed Act” means the Act which is proposed to be
enacted for facilitating the formation of co-operative societies
in the Gwalior State for the promotion of thrift and self-help
among agriculturists, artisans and persons of limited means :

* the Inspector-General ” means a person appointed by the
Gwalior Darbar to perform the duties of an Inspector-General
of Co-operative Societies under the proposed Act:

“ the Board ” means the Board of Agriculture established
under the orders of the Gwalior Darbar for the promotion inter
alia of the co-operative movement in the Gwalior State :

“ the registered society ” means a society formed for the
promotion of co-operative principles among the rural and
urban population in the State and registered or deemed to be
registered under the proposed Act:

“the district bank” means a district co-operative bank
founded under the proposed Act to control, finance, audit,
supervise and develop co-operative societies :

“the Union” means the Gwalior State Union of Co-
operative Societies and District Co-operative Banks established
under the proposed Act in order to guide and control co-
operative institutions so as to secure uniformity of practice and
unity in effort and in aim among all co-operative bodies in the
Gwalior State:

“ the panchayat ’ means the governing body of a registered
society to whom the management of its affairs is entrusted:

“ the institution ”” means a co-operative body and includes a
registered co-operative society and a district co-operative bank:

““the Bank ” means the proposed Bank of Gwalior:

Singular includes the plural and vice versa; masculine
gender includes the feminine gender.
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11.—BOARD OF AGRICULTURE.

1t is proposed that—

CONSTITUTION. 1. The supreme direction of the co-
operative movement in the Gwalior
State would be vested in a BOARD oOF
AGRICULTURE consisting of six mems-
bers, at least three of whom would be
officers of the Gwalior Darbar and would
be nominated in virtue of their office.
They would be known as ordinary
members of the Board and would be as
follows :—

Finance Member,

Revenue Member,

Inspector-General of Co-opers
ative Societies.*

The extraordinary members would
be representatives of the co-operative
institutions and other official and nons
official agricultural bodies in the Gwalior
State and would be elected by an elec-
torate to be specially constituted for this
purpose in such manner as may here-
after be determined by the Majlis Khas
of His HiecHNESS THE MAHARAJA
SciNpHIA. In view, however, of the fact
that it would take some time for such
electorate to be formed, the three extra-
ordinary members may, in the first
instance, be nominated by His HicH«
NESS and they may hold office for three
years.

2. The Inspector-General of Co-
operative Societies would be an officer

#fhe Inspector-General of Agriculture, if and when that post is created, would also
be made an ex-gfficio member of this Board.
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of the Gwalior Darbar, appointed by
His HiGHNESS THE MAHARAJA SCIN-
DHIA, and would be in direct adminis-
trative charge of the co-operative
movement in the State,

Having regard to the consideration that the suc-
cess of the co-operative movement lies in the
business capacity and technical efficiency of the
officer in exeeutive ¢harge of the movement, the
Inspector-General of Co-operative Societies should
invariably be a person of commercial and banking
(and not of official) experience and should be ap-
pointed, so far as possible or convenient, direct from
some commercial or banking house of repute. In
tbe administration of an erganisacion, primarily
banking in cssence, mere theoretical knowledge
without regard to practice and the capacity to adjust
principles to local environments may spell failure.
Acquaintance of theoretical doctrines, unsupported
by practical knowledge, drifts into wetaphysics or
mathematical exercises, excellent for the examina-
tion room, but uscless for any purpose beyond it.
The need of giving effect Lo this policy in the direc-
tion of agricultural improvements, and the extension
of the principles of eo-operation, and the absolute
necessity of staffing’ the special departments con-
cerned primarily with technical activitics from out
side the limits of ordinary State services, has for
some time been more and more keenly felt and
recognised in British India. Dealing with the
question of the appointment of Registrars of Ce~
operative Socicties (whose office is synonymous with
that of the Inspector-General of Co-operative Societies
ander this scheme, the latter nomenclature having
been adopted with & view to cnable it to fall in aline
with other departmental appointments of a similar
type in the State), Mr. W. II. Moreland, C. I, E.,
I.C. 8. (at present cmployed in the Indore State)
writes in his excellent work on the Revenus Ad-
winistration of the United Provinces (1911), ag
follows :—
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“The newest department, that of Co-operative
“ Credit, is at present staffed wholly from the revenue
“gervices, but it can scarcely be doubted that as
< time goes on it will have to depend more and more
“ on specialists in banking and accountancy for the
< proper conduct of its functions.”

2]
I,

The Finance Member would be
ex-officio Chairman of the Board.

4. Within the limits of provisions of
the proposed Gwalior State Co-operative
Societies Act, the Board of Agriculture
would have absolute authority; save
that the Chairman would have discre-
tionary power (for use in emergencies
only) to suspend the carrying into effect
of any decision until it has heen report-
ed to His HicHNEss TiE MAHARAJA
SciNpH1A, with whom would lie an ulti-
mate right of veto.

5. The office of the Board would be
located in Lashkar. Its members would,
however, keep in touch with the pro-
gress of the co-operative movement in
the different centres of the State, partly
by the attendance from time to time of
the managers and directors of the co-
operative societies and the district co-
operative banks and partly by touring
on the part of the Inspector-General
or his Assistants.

6. The transactions effected with
the rural and urban co-operative so-
cieties would he under the authority of

one or other of the district co-operative
banks.
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POWERS AND OBJLCTS
Or THE BOARD.

7. The Board would have no direct -
dealings with the registered co-opera-
tive societies.

8. The Inspector-General of Co-
operative Societies would work as Secre-
tary to the Board.

9. Nct more than three gentlemen
distinguished for public service, or for
eminence in Agriculture, Co-operation
or Manufactures, and resident citizens
of the Gwalior State, may be elccted by
the Board, or nominated by Hrs Hicu-
NESS, as honorary members of the Board
for purposes of informal consultation,
but no honorary member as such would
be entitled to vote at any meeting of
the Board.

The object for which the Board is
established are—

(1) 'To consider all questions connect-
ed with the improvement and financing
of agriculture and allied industries and
trades and to protect the interests there-
of in existing or contemplated legis-
lative measures in the Gwalior State and
in home and foreign markets.

(2) To take action for the improve-
ment of agricultural conditions in the
Gwalior State and for the general
prosperity of the cultivators and, so
far as practicable and convenient, for
increasing the productivity of land and
to counteract any tendency towards
deterioration thereof, ,

(3) To encourage thrift and promote
& spirit of co-operation among agri-.
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cultural, artisan and urban classes re-
siding in the Gwalior State, with a view
to the introduction of improved methods
of agriculture, and for the advance-
ment of industries, trade, commerce and
manufactures in the State—and in order
to further the economic, social, moral,
educational and communal well-being of
those classes.

(4) To establish model farms for
instruction in modern methods of agri-
culture and for the demonstration of
improved types of agricultural imple-
ments ; and to found model seed, cattle-
breeding and other depdts.

(5) Mo collect and circulate useful
statistics and other information connect-
ed with the aforesaid matters.

(6) o act as arbitrators in disputes
arising among agricultural and artisan
classes; and to promote in genoral a
tendency towards determination, settle-
ment and adjustment of disputes and
differences by amicable means and to
discourage, as far as feasible, litigation
and factional dissensions and troubles.

(7) To open, supervise and control
district co-operative banks and registered
co-operative societies in the Gwalior
State.

(8) To raise itself, and permit the
borrowing of, money for the purposes of
financing co-operative institutions.

(9) To make rules for grant from the
co-operative funds and the district banks
of interest bearing loans to the agri-
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cultural, artisan and other classes of
the Gwalior State—

(«) for the purchase of seed, cattle
and modern implements of agri-
culture ;

(6) forthe purposes of improving the
fertility of land by sinking of
wells, putting in of water-lift
pumps, treatment of soil with
improved manurial substances and
otherwise ;

(¢) for the advancement of industries
and crafts and for other productive
and lawful purposes ;

(¢) and in order to pay off old debts
of the people participating in this
schemeand also to defray expenses
of marriage and other necessary
religious or social ceremonies—

through the agency of registered co-
operative societies.

(10) To secure from the Gwalior
Darbar preferential rights and privi-
leges regarding recovery of the afore-
said loans either through State agency
or otherwise.

(11) To frame rules and bye-laws for
the acceptance of interest and non-
interest bearing deposits from the publio
by the co-operative institutians.

In the above scheme, the constitution and func-
tions of the Board of Agriculture are ouly partially
developed. In the absence of other work, the main
function of the Board will, in the beginning, be to
supervise the working of and to devclop the societies

and banks formed for the purpose of promotion of
the co-operative movement in the Gwalior State.
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ADDENDUM.

But its sphere of work would be widened so as to
cover all governmental activitics in the direction of
the improvement of agriculture and for increasing
the productivity of land. The Inspectors-General of
Agriculture and the other departments connected
with the development of agricultural conditions
would, if and when formed, come within the scope
of the Board’s work. "The constitution and func-
tions of the Board will from time to time be
extended as additioual dutics are imposed on it to
keep pace with progress of ihe government and
the people in Gwalior State.

The income accruing from any source
to the Board would be applied solely
towards the promotion of the objects of
the Board. No member of the Board
would be entitled to, or reccive, directly
or indirectly, any portion of the income
or profits derived from the promotion of
its objects, either by way of dividend,
bonus, or otherwise,—provided that no-
thing contained herein would prevent
the payment of travelling expenses to a
member attending a meeting of the
Board from out-station, or the payment
in good faith of remuneration in return
for any services actually rendercd to the
Board, nor prevent the payment of in-
terest at fixed rates on money advanced
by any member of the Board to the
Board itself or to the district co-oper-
ative banks and registered co-operative
societies.
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IV.—CO-OPERATIVE SOCIETIES.

CONSTITUTION AND
OBJECTS,

1t is proposed that—

Any ten or more persons of good
character and sound mind above the age
of 18 years may apply to the Inspector-
General of Co-operative Societies for
the formation of a co-operative society
provided such persons :

(a) reside or carry on businessin the

same town or village or in the
- same group of villages, or,
(/) are members of the same tribe,
class, caste or occupation,
but the Inspector-General would, for sat-
isfactory reasons, have power to relax or
modify the provisions of sub-section ().

2. The number of members in a
society would be unlimited.

3. The object aimed at in the forma-
tion of co-operative societies is to pro-
vide the members with loans for neces-
sary objects at moderate rates of intercst
and to encourage among them thrift,
self-help and co-operation; and to fur-
ther their economic well-being and

improve their material prosperity.

4. Every society formed in pur-
suance of the above objects would cause
itself to be registered in the office of
the Inspector-General of Co-operative
Societies, Gwalior State, and no society
would be entitled to the privileges of a
co-operative society unless it is so regis-
tered and has obtained a certificate of
registration signed by the said Inspector-
General.
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SHARES.

5. Any society which has for its ob-
ject the promotion of the economic in-
terests of its members in accordance
with the principles of co-operation, or
a society established with the object of
financing and facilitating the operations
of such a society, may be formed with a
limited liability or without limited liabi-
lity, provided that—

(a)—the liability of a society which
is an union in whole or in part of
other co-operative societies would
be limited; and

(b)—the liability of a society of which
the object is the creation of
funds tobe lent among its mem-
bers, and of which the majority of
members are poor agriculturists
and poor artisans, and of which

.no registered society is a mem-
ber, would be unlimited.

6. The admission to membership
would be by ballot. Every candidate
would be vouched by two existing mem-
bers of the society. The ballot would
be taken in secret and the ballot box
would be opened in the presence of the
panchayat. No ballot would be valid
unless a quorum of members is present.
One negative vote in every four would
exclude the candidate.

7. The capital of every registered
society would ordinarily consist of shares
of the individual value of Rs. 10, pay-
able in twenty half-yearly instalments
of one rupee each.
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8. Instalments of calls on shares
should be regularly paid on the dates
fixed by the penchayat. Overdue in-
stalments may carry interest at the rate
of one pice per rupece for every month
an instalment remains overdue.

O, In societies with unlimited liabi-
lity every member would have at least
one share and as many extra shares as
may be fixed by the panchayat having
regard to his general status, subject to a

maximum of ten shares.

10. Where the liability of the mem-
bers of a society is limited by shares, no
individual member or joint family (other
than a registered society) would at any
time, either by purchase or by transfer,
hold more than such portion of the share
capital of the society as may be pre-
scribed by the Inspector-(ieneral in this
behalf, subject to o maximum limit of
one-tenth of the total share capital,

11. .\ member of a registered socicty
eannot sell or transfer his share or in-
terest in a society (or any part thercof)
to a non-member except with the pre-
vious permission of the penchagat and a
society may decline to register a trans-
fer made to & non-member without as-
signing any reason therefor, provided
that in the case of a soeciety registered
with unlimited liability a member, whose
application for transfer is so rejected,
may require payment by the society of
the value of his share or his interest in
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RIGHTS AND LIABILITIES
OF MEMBERS.

the society as ascertained in accordance
with the rules of the society.

12. Any person becoming entitled
to any share or interest in a registered
society in consequence of death, bank-
ruptey or insolvency of a member, or in
consequence of marriage of a female
member, may be registered as a member
upon such evidence being produced as
may be required according to the rules of
the socicty, provided that it would be op-
tional for a society to pay asumrepresent-
ing the paid-up value of such member’s
share, or interest as ascertained in ac-
cordance with the rules in florce, if it
considers that the new claimant is not
on any ground suitably qualified or
eligible for membership.

13. No member of a registered
socicty would excrcise the rights of a
member until he has paid all arrears of
calls due on shares subscribed by, or
allotted to, him or unless he has acquir-

-ed such interest in the society as may

be prescribed by the rules of that society
in this behalf.

1t. In case of a society the liability
whereof is unlimited, c¢very member of
the society scverally, and all members
thereof jointly, would be liable to the
extent of their whole property for the
repayment of the debts due from the
said socicty to its creditors.

15. The liability of a past member
for the debts of a registered society as
they existed at the time when he ceased
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GENERAL ADMINIS-
TRATION.

to be a member would continue for a
period of two years from the date of his
ceasing to be a member. The estate of
a deceased member would likewise be
liable for the debts of a registered
society as they cxisted at the time of
his decath for a period of two years from
the time of his death.

16. The supreme authority of every
registered society would be vested in the
general body of members.

17. The members would assemble
in general meeting at least once in
every year to review the general busi-
ness of the society, dispose of profits,
fix the maximum liability to be incurr-
ed by the society, elect the panchayat
and the sarpanch, verify and confirm
the entries in the haisyat register of
members and fix the maximum amount
of loan that any individual member
may be given.

18. One-third members of a society
would constitute a quorum at general
meetings, but at meetings postponed for
want of a quorum one-sixth members
would form a quorum, subject to a
minimum of five members present in
person. No proxies would be admitted.

19. 'Where the liability of the mem-
bers of a registered society is unlimited,
every member would, notwithstanding
the amount of his interest in the capital,
have one vote only in the affairs of the
society when a poll is demanded in
general meetings.
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THE PANCHAYAT.

20. Where the liability of the mem-
bers of a registered society is limited
by shares, every member would have
one vote for every share held by him in
the share-capital of the society.

21. In case of equality of votes the
sarpanch would have a second or cast-
ing vote.

22. A general meeting may by a re-
solution fix a fine of not exceeding eight
annas to be paid by a member on every
occasion he is absent (without good
cause) from a general meeting and the
absent members would be bound to pay
such fine.

23. An extraordinary general meet-
ing of members may be called by the
panchayat on its own initiative, and
it must necessarily be convened at the
special request of at least seven mem-
bers, to discuss and consider any import-
ant business.

24. The management of registered
society would, subject to general con-
trol and supervision of the members—
and subject to such restrictions as the
general body of members may from time
to time prescribe in this behalf—vest in
a committee of management known as
panchayat and the panchayat would,
without prejudice to its general powers
of management, have the following
specific powers and duties:—

(a)—To receive and deal with appli-

cations for membership and allot
shares in the society.
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(6)—To fix dates forthe payment of in-
stalments towards shares and levy
a charge on overdue instalments.

(#)="To raise money in the name and
on behalf of the society by way
of deposits or of loans and to re-
pay such loans.

(d)—"To receive, withdraw and dis-
burse money and deal with other
property of society.

(¢)=—To deal with and dispose of ap-
plications for loans.

(f)—Totixand vary datesandamounts
of instalments by which every
loan would be repaid, and to fix
and alter rates of interest, and to
levy any extra charge on overdue
instalments.

(9)—To arrange for punctual repay-
ment of loans.

(h)—To see that loans are applied to
the purpose for which they are
granted.

(¢)—To make proposals to the general
meeting for disposal of profits.

(/)—To acquire, on behalf of the socie-
ty, shares in the local district co-
operative bank.

(#)—To arrange for the safe-keeping of
the society’s funds and documents.

(H)—To appoint, tine, suspend, dismiss
or reinstate the employees of the
society.

(m)—To institute, conduct, defend,
compromise, execute or abandon
any suits or legal proceedings by
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LOANS,

or against the society orits officers
in matters concerning the busi-
ness of the society.

(m)—Gencrally to carry on the busi-

ness of the socicty.

25.  The panchayat would be elected
from amongst the members in the
annual general meeting of the members,
The panchayat would consist of 5 or 7
members, including the serpanch.  The
member receiving the largest mumber
of votes in an election would be sar-
panch.  The sarpanch wonld preside at
all gzeneral meetings of the society or in
panchayal meetings,

26. The panchayal would be res-
ponsible for the efficient working of the
society. )

27.  Meetings of the panchayal wounld
he held as often as necessary and, at
least, once in every month. Three
members present in person would form
a quorum. \ll members of the society
may be invited to attend meetings of
panchayat, but only members of pan-
chayat would be entitled to vote.

28. Loans would be advanced on pro-
notes or bonds executed by the borrow-
er and at least two sureties, all the
threc undertaking several and joint
liability for repayment of the money.
Sureties would always be persons ape
proved of by the panchayat. If a surety
dies or becomes financially weak, the’
borrower would at once either provide
another surety or refund the loan. Sure-
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ties would be responsible for the proper
application of loan, by the borrower, to
the purpose for which it was taken. In
granting loans preference would be
given to loans for productive purposes.
Loans would not be granted for extrava-
gant or improper objects.

29. The applicant for a loan should
specify his previous liabilities to the
society and other creditors and state
the purpose for which loan is required.
Loans, when g¢granted, would always
be applied to fulfilment of the object
specified; otherwise the panchuyat may
demand repayment of the loan at
any time, Dates of repayment would
be fixed at the time of the grant of
loan with reference to the object of the
loan and the ability and resources of
the borrower. If aloan is granted for
the cultivation of crops, the dates of.
repayment would be fixed—it may be
in a lump sum or by instalments—so as
to fit in with the time of harvesting or
sale of crops. In case of a loan for
trade or manufacture, repayments would
be fixed about the time or season when
the profits of such trade or manufac.
ture are in the ordinary course expected
to be realised. Additional interest may
be charged on instalments falling in
arrears if the panchayat is satisfied that
the failure to repay the money is due
to neglect.

30. A registered society would not
give any advance to, or purchase and
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supply any article or commodity for,
any person other than a member; but
may, with the previous general or
special sanction of the Inspector-Gene-
ral, make loans to another registered
society.

31. The profits earned by a register-
ed society in the ordinary course of
business would be disposed of as fol-
lows :—

(a) At least 25 per cent. of profits

would be placed to a reserve fund.

(6) Out of the remainder, 10 per cent.
may be applied, with the sanction
of the Inspector-General, to charit-
able purposcs.

(¢) The remainder would he applied
to the payment of a dividend, not
exceeding inany year, 10 per cent.
of the paid-up value of shares for
the time being.

(d) Surplus balance, if any, would he
added to the reserve fund and
may be utilised in the business of
the society or for repayment of
horrowed capital:

Provided that in case of a society the
liability whereof is unlimited, all profits
earned during the first ten ycars of its
existence would be set apart for build-
ing up a strong reserve fund, and no
division by way of bonus, dividend or
otherwise would be made among its
members without previous general or
special permission of the Inspector-
General.



74

CO-OPERATIVE CREDIT

PRIVILEGES AND
EXEMPTIONS.

32. A registered society may invest
or deposit its reserve fund in any of
the following ways : —

(2) In the business of the society.

() In Gwalior State Post Office Sav-

ings Bank.

(¢) In Governmentof India securities.

(d) In the shares of the district co-
operative bank operating in the
area of the society.

(¢) Asadepositin any other registered
society or district co-operative
bank in the Gwalior State, or with
any bank or person carrying on
the business of banking approved
of for this purpose by the Inspec-
tor-General.

(/) In any other mode permitted by
the Inspector-General,

provided that the Inspector-General
may, by a general or speeial order,
direct that the whole or a certain
fixed portion of the reserve fund
would be invested or deposited in
any particular aforesaid way.

33. The reserve fund of a co-oper-
ative society would be indivisible ; ne
member would have any claim to any
portion of it. On the dissolution of a
society, the Inspector-General may direct
the reserve fund to be utilised for some
charitable purpose or transferred to any
other society or a number of societies in
such proportion as he may determine.

34. The instruments executed by or
on behalf of a registered society, or by
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an officer or member thereof and relat-
ing to the business of such society,
would be exempt from stamp duty, as
also from any fee payable under a law
of registration for the time being in
force in the Gwalior State.

35. The registration of a society
would render it a body corporate by the
name under which it is registered and
would confer on it in such corporate
name the privilege of holding property,
entering into contracts, institution and
defending of suits and other legal pro-
ceedings and all things nccessary for the
conduct of its business.

36. A registered society would have
priority to other creditors (excepting
a claim of the State in respect of land
revenuc or any money recoverable as
land revenue) to enforce any outstand-
ing demand duo to the society from a
member, past member or surety.—

(a)—1In respect of the supply of seed

or manure or advances made for
the purchase thereof upon any
crops or other agricultural pro-
duce of such person during two.
years of such supply or advance.

(b)—1In respect of the supply of cat-

tle, fodder, machinery and appli-
ances, raw and manufactured ma-~
terials or advances made for the
purchase thereof upon any such
things so supplied or purchased in.
whole or in part from any such
advance or on any finished product.
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and articles manufactured from
materials so supplied or purchased.

37. A registered society would have
first and paramount lien upon shares or
interest in the capital and on the deposits
of, and sums due to, a member or past
member, in respect of his personal or
joint debts, liabilities and engagements
to or with the society, and may for the
purpose of enforcing such lien purchase
or sell the aforesaid shares or interest
or any portion thereof and may set-off
any sum standing to the credit of, or pay-
able to, & member or past member in or
towards payment of any such debt.

38. Subject to the provisions of sec-
tions 36 and 37 the share or interest of
a member in the capital of a registered
society would be exempt from sale or
attachment under any decrce or order
of a court of law.

39. A registered society would be
entitled to open and maintain an account
in’ the nearest State post oflice savings
bank or State treasury, and would also
have the privilege of kecping its strong
boxes in a State treasury and to the
bencfits of frec remittances of co-oper-
ative funds from one State treasury or
State post oflice to another.

40. The Inspector-General of Co-
operative Societies would audit, or cause
to be audited by some person authorised
by him by general or special order in
writing in this behalf, the accounts of
every registered society once at least in
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every year. The audit would include
an examination of overdue debts, if
any, and a scrutiny and valuation of
the assets and liabilities of the society.

41. The Inspector-General may on
his own motion, and should on the re-
quest of the Suba of the district or on
the application of at least seven mem-
bers of a co-operative society, hold an
enquiry into the constitution, working
and tinancial condition of that society or
he may direct some person authorised by
him in writing in this behalf to hold
such enquiry.

42. Any creditor of a co-operative
society may apply to the Inspector-
General for an examination of account
books and financial condition of the
society if it is indebted in the sum of
Rs. 500 or more to that creditor and a
demand for payment within areasonable
time has not been complied with. The
Inspector-General would, on receipt of
such application, hold or cause to be
held a proper examination of the affairs
of the society.

43. 'Wherc an énquiry or examina-
tion is held at the instance of a mem-
ber or creditor, the applicant should de-
posit with the Inspector-General such
sum as security for the costs thereof as
the Inspector-General may require.
But the Inspector-General may at his
discretion apportion the costs of the
enquiry or examination between the
society and the member or creditor
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demanding enquiry in such proportion
as he deems proper.

44. The Inspector-General, or any
person authorised by him, by order in
writing in this behalf, wouldat all times
have access to all the books, accounts,
papers and securities of a society, and
every office-bearer and member of the
society would be bound to furnish such
information in regard to the trans-
actions and working of the society
as the Inspector-General or the person
authorised by the Inspector-General
may require.

45. A society any part of whose
funds is invested in another co-operative
institution may appoint any of its mem-
bers as its proxy for the purpose of
voting in the affairs of such other in-
stitution.

46. All sums due to the Gwalior Dar-
bar from a co-operative society or from
an officer or member or past member
thereof may be recovered in the same
manner as arrears of revenue,—firstly,
from the property of the society ; second-
ly, in the case of a society of which the
liability of members is limited, from
the members subject to the limit of
their liability ; and, thirdly, in the case
of a society with unlimited liability,
from the property of any or all of its
members.

47. The Board of Agriculture may,
for satisfactory reasons, prohibit or re~
strict the lending of money on mortgage
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of immoveable property by any register-
ed society or class of registered societies.

48. The Inspector-General may im-
pose such restrictions regarding the
receipt of deposits and loans from non-
members as to him may appear fit.

49. A member may, provided he is not
in debt to the society and is not surety
for any unpaid debt, withdraw from the
society on giving one month’s notice to
the sarpanch. A member may be ex-
pelled for failure to pay instalments
due on his debt orsubscription in the
share-capital, or for dishonest dealings
with the society, or for attempt to injure
its interests or for other grave miscon-
duct. If such expulsion is decided
upon by the panchayat, it would be
subject to an appeal to the general body
of members, whose decision would be
final. A member withdrawing or ex-
pelled from a socicty, the liability
whereof is unlimited, would be enti-
tled on the expiry of two years from the
date of such withdrawal or expulsion
to get repayment without interest of
any money paid by him towards the
purchase of shares.

50. The surplus funds of a register-
ed society may be invested in the same
manner as provided for the investment
of reserve funds in section 32.

51. It would be lawful for a society
to frame rules for the regulation and
conduct of its business so long as the
same are not inconsistent with the
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spirit of co-operation and the objects of
the proposed Act, but no rules so
framed would be enforced until they
are registered in the office of, and are
approved by, the Inspector-General. No
amendment of the rules once registered
would be valid until a copy thereof
has been forwarded to the Inspector-
General and approved of by him and a
certificate of registration in respect
thereof is obtained from him.

52. All officers and members of a
registered society would be bound to
observe strict secrecy in respect of the
affairs of the society and, as far as
possible, prevent them from leaking
out and becoming the talk of the
public.

53. No person or body of persons,
other than a registered co-operative
institution, would henceforth trade or
carry on business in the (iwalior State
under any name or title of which the
word ¢ co-operative ”’ is part without
the sanction of the Gwalior Darbar,

5t Any dispute touching the busi-
ness of a society between members or
past members of the society or persons
claiming through a member or past
member, and between the panchayat
and such members, past members or
persons would be referred to the In-
spector-General for decision and, if he
so directs, to arbitration.

55. The Board of Agriculture may
make rules prescribing the mode of
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appointing arbitrators and the procedure
to be followed in procecdings belore the
Inspector-General or such arbitrators
and the enforcement of decisions of
the Inspector-General or awards of
arbitrators.



V.- DISTRICT CO-OPERATIVE BANKS.

CONSTITCTION,

A district co-operative bank would
be established in the head-quarters town
of every district of the Gwalior State.

2. Every district bank would be
called after the name of the district in
which it is situated.

3. The object of the district bank
would he—

(e)—to control, finance, audit, super-
vise the working of and develop
the registered co-operative socie-
ties in the district; and

(b)—to form and encourage the form-
ation of new societies.

k. The share-capital of every district
bank would be determined by the
promotors of the institution after a
careful consideration of the require-
ments and resources of the district.
It would, thereafter, be inereased or
reduced in accordance with the regula-
tions framed from time to time by the
Inspector-General under the provisions
of the proposed Gwalior State Co-oper-
ative Societies Act.

5. There would be two classes of
shares, («) ordinary, and (b) special.

6. Ordinary shares would usually be
held by persons residing or owning im-
moveable property, or carrying on any
permanent trade or business, in the
district. They would ordinarily be
transferable to legal heirs or to existing
shareholders only, provided that no
shareholder would own more than forty
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shares(of the nominal value of Rs. 1,000)
in a district bank. If a shareholder
desires to transfer his shares to a non-
shareholder, he can do so only with the
sanction of a majority of shareholders
assembled in a general meeting.

7. Special shares would be held by
registered co-operative societies in the
district. Such shares would not be
transferable, except to another regis-
tered society in the district, but would
be bought in at the par of paid-up
value by the district bank if the holder
society decides to discontinue its deal-
ings with the district bank.

8. The value of every share would
be Rs. 25, Rs. Hof which would bo
payable with application and the re-
mainder Rs. 20 in twenty monthly
instalments of one rupee per share.

0. The liability of holders of ordi-
nary shares would be limited to the
nominal value of shares standing in
their respective names. The liability
of holders of special shares would be
limited to twice the nominal value of
the shares held,

10. No share of a district bank
would be sold to a minor, a person of
unsound mind or an undischarged in-
solvent,

11. Interest at a rate not exceeding
six per cent. per annum may be charged
on arrears of calls from the date of
default. If the amount due remains
unpaid for more than six months, the
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Board of Directors may, after due
notice has been given, declare the share
forfeited and credit the amount paid
thercon to the reserve fund of the
district bank.

12. The Board of Directors may, if it
thinks fit, receive from any shareholder
the whole or any part of the money
uncalled and unpaid upon any share
held by him; and upon any money so
advanced may (until the same would,
but for such advance, become presently
payable) pay intercst at such rate, not
excecding six per cent., as may be
mutually agreed upon between the
Board of Directors and the shareholder
concerned.

13.  Iivery new application for shares
must be recommended by two existing
shareholders and may then be sanction-
ed by the Board of Directors, subject to
confirmation at the next general meet-
ing of shareholders.

1L The supreme direction and con-
trol of the affairs of a district bank
would be vested in the general body
of shareholders assembled in a general
meeting.

15. General meetings of the share-
holders of a district bank would be
held—

(@—In March and October every
year. They would be called the
ordinary general meetings.

(b)—Whenever summoned by the
chairman, or a majority of the
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Board of Directors, or at the writ-
ten request of at least 10 share-
holders. 'These meetings would
be called extraordinary general
meetings.

16. At least one week’s previous
notice of a gencral mceting would be
givenin writing to all shareholders, but
the non-receipt of notice by any share-
holder would not invalidate the pro-
ceedings at a gencral meeting.

17. At general meetings holders of
special shares would be represented by
their delegates.

18. Seven shareholders present in
person would constitute quorum of a
general meceting.

19. Bvery holder of shares (whe-
ther ordinary or special) would have
one vote for cvery share held by him.
Votes may be given either personally
or by proxy.

20. The shareholders assembled in
a general meeting would—

(a)—Elect Directors once a year and
appoint Auditor for auditing the
accounts of the district bank.

(b)—Consider and, if approved, pass
accounts of the district bank and
discuss report of the Directors,

(¢)—Dispose of divisible profits.

(d)—Fix the maximum amount of
liabilities to be incurred by Direc-
tors on behalf of the district bank
during the coming half-year.
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(e)—Discuss any matter arising out
of the proceedings on the agenda
of the meeting, or pertaining to
the general affairs of the district
bank, provided that no resolution
would be passed in respect of any
matter about which due previous
notice was not given to all share-
holders.

21. The affairs of a district bank
would be managed by a Board of 8 to 12
Directors, one-half of whom would be
elected by holders of ordinary shares,
and the other half by holders of special
shares. The qualification of a Director
would be the holding of at least four
shares in the capital of the district bank,
either in his own name or, in the case
of a delegate, in the name of the
afliliated society which he represents.

22, One-third of the Directors, or
the number nearest thereto, would retire
every year by rotation. 'The duration
of office of the first set of Directors
would be determined by ballot. Casual
vacancies in the Board of Directors
would be filled up by the directorate
itself. Retiring Directors would be
eligible for re-election.

23. A Director may be removed at
any time by a majority vote of share-
holders for incompetency, gross negli-
gence or misconduct.

24. The Sube of the district would
be ex-officio chairman of the Board of
Directors.
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25. Without prejudice to its general .
powers of management, the Board of
Dircctors would have the following
specific powers and duties:—

(«)—To appoint, dismiss, remove,
suspend or otherwise punish any
salaried or non-salaried officer
or employee of the district bank
and to require all or any of them
to furnish sufficient security.

(b)) —To issue debentures, contract
loans, or otherwise raise capital on
behalf of the district bank and to
pledge the district bank’s credit
therefor.

(¢)—"To finance, control, regulate and
supervise the working of the re-
gistered societics operating in the
district and to arrange for a
proper audit of their accounts.

(d)—"To form, or encourage the forma-
tion of, new co-operative societies
in the district.

(¢)—Through any member of the
Board of Directors, or through
Manager, to institute, conduct,
defend, compromise, refer to arbi-
tration or abandon legal proceed-
ings and claims by or against the
district bank.

(f)—To fix and vary rates of interest
on loans, deposits, debentures and
other borrowings.

(9)—To appoint a legal adviser for
the district bank, if necessary.
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(")To see that loans are applied to
the purposes for which they are
given and to consider and pass
orders in case of overdue and
misapplied loans and to take neces-
sary action for their recovery.

(#)—With a view to insure that the
administration of every affiliated
society is conducted in conformity
with the principles of co-operation,
to disaffiliate and remove from the
list of shareholders any society
whose administration is unsatis-
factory.

A disaflibated society would be entitled to claim
the share-money paid by it after iv has cleared
off the debts due from it to the district
bank.

())—7To take all actions and measures
necessary or incidental to safe-
guarding of the interests and well-
being of the district bank, the
fulfilment of its objects and the
success of its business,

26. The Board of Directors would
meet as often as the business of the bank
may require and in any case at intervals
of not more than two months. Four
Dircctors would constitute a quorum of
the Board of Directors, but at meetings
adjourned for want of quorum three
Directors would form a quorum,

27. The Board of Directors would
submit to the shareholders at every
ordinary general meeting accounts and
balance sheet, as well as the report
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on working of the district bank for the
preceding half-year.

28. The Board of Directors may
appoint one or more sub-committees for
the better performance of the work
assigned to them and may fix a quorum
for the purpose of meetings of such
sub-committee.

29. No voting by proxy would be
allowed in mectings of the Board of
Directors or of any sub-committee
appointed by it.

30. A district bank would not ad-
vance any money by way of loan except
to the registered socicties affiliated to it
or, with the general or special sanction
of the Inspector-General, to other dis-
trict banks in the Gwalior State,

31. The amount advanced to a socie-
ty would not exceed four times the
nominal value of shares held by that
society, provided that the Inspector-
General would have the power to relax
the conditions of this section in the
case of any particular society.

32. If loans are made for specific
purposes the dates of repayments would
be fixed at the time of grant with
reference to the object of the loan and
the ability of the guarantee to make
such repayments. All loans would be
paid punctually on or before the date
fixed for repayment. In casec of loans
repayable in instalments failure to pay
any instalments would render the whole
amount due recoverable on demand.



90

CO-OPERATIVE CREDIT

PROFITS AND RESERVE
FUND.

Additional interest may be charged by
the district bank on overdue instalments.

33. Except with the sanction of the
Inspector-General, no loan would be
granted on the mortgage of immovable
property.

34. The annual net profits of the
district bank would be dealt with in
the following manner:—

Firstly—At least 25 per cent. would

be placed to the reserve fund.

Secondly—Out of the balance an
uniform dividend limited to ten
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