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PREFATORY NOTE

This book is mainly i 'd 1o he a guide to the students
attending the Co-oper v 7€ Sehools and Classes that are
being organised ever, o vear at varicus centres, These
students are at present wnder the drsad\antagc of having
to go through a number of boOks )1 {heir preparatory study
and for obtaining an clem: ‘”‘”‘ hmmlcdo« of the different
aspects of the co-opcraln'( Tovement in ]ur()pc and in
India in order to be able to follow mullﬂfcntl\ the lectures
delivered in the classes. It is hoped that this book will
supply this necessary b tekground.

The book deals with co-operation inall its forms, and
though each chapter deals with a separate aspect of the sub-
ject, the lessons dare so arranged as to maintain a continuity
ol thought. A student wishing to study only a particular
phase of the subject can get an insight into it by confining
his attention to the specific section in which he ; Is Interested.

Besides the usual index given at the end of the book, a
heading is given in the text to each paxaérdph and these
headings are brought together at the commencement of
cach chapter to facilitate reference.

Owing to the attempt made in the hook to cover the
various ramifications of the movement in the different
provinces in this country and abroad, it is possible that some
inaccuracies may have crept into it.  Readers COmIng across
any of them, are carnestly requested to bring them to 1he
notice of the author, with a view to cnabling him 16 set

them right in the next edition.



FOREWORD

:?ur g .

I feel fHattered and ha# he a[\'l“s’ng‘ asked to write a
Foreword to Rao Bahadlelg OK Ot o, ook “Co-operation
in India and Abroad", ahe o €Oty an old, tried and
veteran worker in the ilc ,“.‘Ud." Operation in Bombay,
but is a keen student of ped ]““Jbrress of the movement in
this and other countrics. . ¢ promoter of the Shamrao
Vithal Urban Co-operative Bank, Ltd., Rao Bahadur
Talmaki is one of the pioncers in the field of urban bank-
ing in India.  While an officer of the Bombay High
Court, he saw the ditliculties of members of his community
and other middle-class people about getting decent and
suitable houses at a fair rental. He came in contact with
Mr. Orr, the then Chairman of the Bombav Improvement
Trust who was anxious to have the plots acquired and
developed by the Trust buitt upon for residential purposes.
In the book, the Rao Bahadur has been very modest about
his share of the work in the field as a pioncer of the co-
operative housing movement first in the city of Bombay
and then in the Presidency. I do not think T am exaggerat-
ing when I say that had not a man of his capacity for work,
persistence in the cause and optimism taken up this branch
of the movement the housing movement would not
have made the progress it has made in the city of Bombay
and many middle-class people would not have got the
relief an(i freedom from worries that thev have obtained
with the help of the movement. His interest in the co-
operative movement was not confined to co-operative banl-
ing and housing only. It is very difticult to divide the
credit for establishing the Provincial Co-operative Institute
in Bombay between Ewbank, Talmaki and others.  Rao
Bahadur Talmaki’s support of and work for the SUccese
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of the Institute began at its birth a
broken till now, that is,
He has been indefatigable

nd has continued un-
for a period of thirteen years.

in his work as Honorary Secre-
tary of the Institute and has been a co-worker with

Mr. G. K. Devadhar ir(\e ‘O™ Qucational activities of
the Institute. The*;\te. a&q'\d\\a\s')wth of the educational
work of the Instity o e of ¥ due to Rao Bahadur

Talmaki than to other = a\'{\}‘ for while other workers
in the field excepting on.

WO joined the movement
or left after some time, Talm-Js work has been continuous
and has led to an all-round progress in the educational
activities of the Institute.

As Honorary Secretary of the Institute for sO many

years, the author had ample opportunity of knowing at
first hand the causes of the slow progress of all branches

of the movement except the credit side and the weakness
of even the credit side in certain areas,

chapters describing the present position of a
the movement, Rao Bahadur Talmaki

peating dozens of times that the illiter
has been the greatest handicap to th
growth of the movement. Evidently,

on the subject that he cannot control h
criticism of casual readers that he har

need of literacy and on the failure o
cate the masses,

passed his life in o

Almost in all
Il branches of
does not mind re-
acy of the masses
e healthy all-sided
he feels so strongly
imself and risks the
pPs too often on the
f the State to edu-
Being an oldish gentleman who has

flice work and quiet study and who has
no experience of speaking from a public platform,

his
language is bound to be sober and thoughtful. The very
mildness of his constant reference to the illiteracy of the

masses who live in v
of Government for h
whase future was en

illages lends force to his accusation
aving failed to do its duty by those
trusted to its hands.

had similarly failed in bringing up the ward
care would in a Court of Law be found

A trustee who
s put under his
to be guilty of

to the historical,

vii

. . . ‘ "
ligence and of misfeasance in using the. trus
0ss hie .

5 . ther unjustifiable purposes. o
oy hich will prove a vade mecum for all Co
T whic : :

e boo'k dia and for all foreign students of Indian
o " . formation about the history and growth
i ives info : . h
CO‘OPerat‘%‘:ng sides of the movement both in Ind:l ar;(:)(:t
of the ‘_’aﬂ ies where the movement has .ta en .
all forcign sou™ d vast study of the subject by the
deep an ' je c
AU hthehas rf)ot confined himself only to giving ofttl;n
° ovemen
39“‘0"» ‘:f the inception and growth ofltl;(t:)]emsuggestionS
S ountries, but has made very va uh. suggetions
i ’ . . . .
e o ansion in various directions 1n t 1stucd try. s
i X
o pestions are based not merely on hs gcserve o
these sugg | practical work in the field, t ey erve the
o OI; acm?del:ation of all those interested in making
ful const ( ' '
o t successful in all its branches. e relating
T e b i« divided into eight sections, ;
The Do el conomic and legal aspects, and the
N in divisi f the move-
i divisions o
ing with the main ve-
o f primary societies, finance, organtxlza
i 1 -operation
eral which includes education xhn coon;:ists "
. . D cons
tion and g? for co-operators. Each sectlo‘nd onsists o
and education hapters. It is not to be suppose e
© ‘ one
two or mor like water-tight compartments, :s ne subject
section ar; n to be examined from more t atn .
v gtemain idea of this division secn(;s th0at Lo pre-
. e :
point. TmuCh everlapping as possible ‘]z:nsection i has
vent as been kept in view. As eac on contains
constantly bee ters on the theory and'prag ic . e
o o Cha'p Europe and in America and in ;u;
o dic in its metho
i be encyclopz
is hound to : . oot
couny thellf)o&k author finds time later on to sepatra eand
. . 1 is countr
and o relating to the movement in this ck o i);] nd
the chapie’ aller book for the guidance ofdworfel
s o seful.
o ait is bound to be very popular and u
country,

remaining five de'a
ment, the federations 0

movement both
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Before describing the “Stagnation of Villages,” the
author correctly analyses the causes of the same and in
one paragraph under the heading ‘‘old order and new’’
gives these reasons ag succinctly as possible. He is justified
in giving at greater length the effects of the “‘introduction
of a new system of law" which changed the entire aspect
of lending and borrowing. A perusal of this part of the
book is sufficient to disarm those outsiders who often criti-
cise the slow growth of the movement, because they will
then have a conception of the environments which impede
its growth,

As a lawyer the author ig
deal with the legal aspects of
devoted three chapters to descri
countries (2} in India and (3)
according to the Bombay Co-op
Presidency was the first to ta
given to Local Governments

ford Reforms to have co-ope
own needs.
cial C

naturally specially fitted to
the movement and he has
be these aspects (1) in other
in the Bombay Presidency
erative Societics’ Act, This
ke advantage of the powers
under the Montagu-Chelms-
rative legislation to sujt its
Talmaki as Honorary Secretary of the Provin.
o-operative Institute was intimately connected with
the moulding of the Act in its present shape and he hag
used this knowledge in giving detailed im
various sections of the Act. This chapter will prove very
useful to students of co-operation in this Presidency.
While the credit side of this movement has made fairly
good progress both in rural and urban areas, very little
work. has heen done in other directions. The author while
realizing the importance and the urgency of the agricultural
credit side feels regret that the other sides have not proved
sufficiently successful. He examines the position of the
producers’ and consumers’ societies in foreign countries and

the reasons why various branches of the mon
successful in different countries.

vailing in this country as regar

plications of the

ey have proved
Comparing conditions pre-
ds these branches of the

ix

Imaki comes to the conclusion
movemenﬁ’h'Rfacc’mg::i?eusrinTathe way of industrial co-opera-
that the‘:. v ifficiency of working capital (1) u.nregulated
tion are " (1 mSering the purchase of raw matc'nal and the
trade bOth. rlegda articles (111) want of expert guidance, bo.th
s Of‘ e technique of the industry and that. ofvnts
regartfl’ng the ewi]l be general agreement with hxs' view
trade‘.‘ 'T}'Iereossible to expect the persons engage‘d in t'he
that I.t ° m:izvisc the means of overcoming the dlﬂ"lcultf;%s
e e illiteracy which again forms the.fourth dlh-
Qe o e | st t'herefore, come from ou.tSIde, and t ’e:
iy Hep m:i l,1 can give cifective aid is the S.tate. .
ony ag‘ency o Lators often ridicule this sugg:estlofl o
Academ'lC CO'OPCF'” ﬁowever, have to modify their attitude
St:te i‘;‘d; tstzytl‘:/a‘t ’this suggestion is based on t'he e):ir:pil::
when ey ; ; d progress 1s m
of other coun;:}x]esth\:h]:;ep V:frystii’: aig, cghapter apd verse
this br?nCh . oted by the author. He notes with satis-
For e e ('*Ening made in this direction by t}'le Gov;ntﬁ-
g ft}:]: ePg:mjab which has appointed a special staft to
ment O i i ieties.
look after at.ld h.elp g;dtl]?zn:;uss(:acsl of the failure 'of several

His ex.ammatloz (consumers’ societies) in various ;})‘arts
co-operative sto;es il of the success of ? few of t e.m,
of the countl'yTi licane Stores—the premier co-opera.tlvz
chiefly .of the rg —is very thorough and the conclusfxolr;.'
stores 1n the.coun aif e eot and must b<'¢ carefu ,
that e amvesthose who undertake the starting ol co(;
studieq by all His reference to the important part pdai:,] !
operative Stf)resti16 E;1glish co-operative m9vement fan o
by women in listing the sympathy and assistance o \},1vor?act
necessity of ¢n* ent a success, are borne out by the
to make the movetmd on a small scale by educated youn.g
that a store star ; run by them in the Servants of Iﬂ'dl:
Hindu wimﬁgi:gnq is firmly established within one year an
Society’s bui s I
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there are all possibilities of its increasing its sphere of
influence. One other store run by rich young women in the
Fort area though not registered under the Co-operative
Societies Act has been rendering very useful service in
promoting the Swadesh; movement in a very practical
manner.

The author can be said to be father of the co
housing movement; as such

keen interest in itg developme

carefully studied the movement both in thig country and
outside. The chapters in which he describes thig branch
of co-operation are not only a mine of information, byt
contain the results of the

personal experience of work in
this direction. A man without his f

~operative
he has continued to take a

nt and has for that purpose

aith in the movement
would have given up the first experiment when he met with

a number of difficulties. His robust faith helped him in
getting timely financial assistance from Sir Prabhashankar
Pattani and made the experiment successfyl,

In describing the credit branch o
author rightly gives due im
of it—land mortgage bank
ment. Unless an a

f the movement, the

portance to an important aspect
s and credit for land improve.

griculturist is freed from the bondage
of the village money-lender and unless he js granted finan.

cial facilities for improving his land and getting a larger
outturn at reduced costs, the financial facilities which he
gets at present from credit co-operative societies for agri-
cultural operations and minor household expenses will not
improve his economic condition which is and ought to be
the sole aim of all those who are interested in the deve.
lopment of the Co-operative movement, A separate chapter
is devoted to the Landschaften of Germany, as that mode]
is kept in view by promoters of similar banks in other
European countries and in India with modifications to suit
local conditions. A detailed description is given of the
various land mortgage banks and land improvement

.11

hemes in India and other countrti.es and these chapters are
. i ive. .
® intereSting' . tt};lea)i :liil?sézflzults in agricultural _C:;:d.lt

g Show}lng ely due to paucity of rainfall or fa t;‘n
o 'arg‘ }:S‘e of defaults in urban banks is apa y
P e remet. Lmtiw part of the management or slackn:ss
and Indierene o t and regular recoveries, thtf autlot"[
in e howin: Aractical and useful sugges.txon, tha
makes fo“m;":ittper if urban co-operation falling ‘Emd:;
o mfwwere placed a Joint, Deputy or Assxstzrine
dilerens e h he may be working under the Sath-ﬁ
N ot ﬂ'l(‘)}:lg h it ma-y not be necessary to adoptkin;
RegiStrt?(:.n inl aO;l’%esidencv like Bombay, wl}x‘erne ::: :vvgikinz
el ¢ ‘ ‘banks is larger tha _
Capitall Off th(t;rfzsfh:t:b:ir; tf:\ti the numlberfﬁof rrui;alctl,;::rdglz
R i f a special ofhce
Sociies a*1pI:j(i);n:;11::oe\rne:tm:nt would help the grow::keoé
ot U"l;a‘i’n LII”:*:ovirlces where the movement has not

t branch :

::?ﬁdem e to1 gr?‘: zZt;tS;lrf(;mpt and adequate ﬁnartlc:l
If the 2Tl ions and land improvement a '
for his agricglturalstopf;;tloizsfree from the woFTy O,fs t,hnl;
fair ot o cZ)unt of the liquidation of his ex o
money-leﬂdﬁr be 3:1 to improve the land, use better qud a{
debts, e v r(rzlodem agricultural implements an hi,s
of seeds and et larger and better pr0(-1uce fror;\ﬁeve
a result be 20 o grative movement helps hl'm to a((:i.t ve
land. If t'hc coop le justification for taking cre llt .
this end, 1t }Tas am:dered useful service to z.lgnciu. utg
el for hav 8 rtewant, however, to stop their agtxvx‘ 1(;;1
Cooper a° ’i‘lﬁe feel that their work Fannot be s?uu
at this stage. in t}fey enable the agricu}tuflst.to get aeceg-
to be Compl‘ete o ultural produce by eliminating um}\1 t};e
price fO:jd}IHS :f"‘:nd by bringing him in touch wit

middlem

i ieti he diffi-
cont hrough co-operative societies. T

central market t
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culties in the way of these societies are lucidly given by the
author who makes useful suggestions for minimizing them
and making the sale societies successful in every way.
The necessity of Government, local bodies and railways
coming to the assistance of these sale societies is thoroughly
established on the strength of the example of similar
assistance rendered in foreign countries.

On no factor is the success of the rural co-operative credit
movement in India so dependent as on the improvement of
agriculture in all its aspects. To this end, various attempts

have been made in Bombay and other Presidencies to bring
about a co-ordination between those two na

tion-building
departments,

Recognizing the importance of this subject,
the author has devoted three chapters to the description of

agricultural organization societies. The sub-division of

holdings and the fragmentation of survey numbers have
Proved great handicaps to the introduction of modern agri-
cultural machinery for the purpose of development of
agriculture. While attempts have been made to tackle and
solve this problem in some Provinces and Indian States,
it is the Punjab only that has succeeded in bringing about
consolidation and redistribution of holdin
operative agency, and the methods ado
are fully described in one chapter.

Rao Bahadur Talmaki directs special attention to an
examination of the constitution, workin
of co-operative thrift societies and stress
more work being done to develop that b

gs through co-
pted for the purpose

g and importance
es the necessity of
ranch of the move-

ment. There cannot be two opinions regarding the benefit
likely to accrue by the systematic practice of thrift, in
raising

the economic condition of agriculturists and
others. One is, however, surprised to see a cautious writer
like Talmaki repeating the usual official

that ““There is money enough
sources’’,

set phrase
if we can only tap the
It is dangerous to generalize in this manner

xiii

from a few stray individual. cases. All who haveij -:-t;l:li(;
the economics of rural India know that the conditi o
ery large percentage of the .rural population is r;a ]);
ia(‘i, and may be said to be gettfng worse. In this (}):)d
i i and again reference is mad'e to the wretc_e
itself tx.m © dition of the village population, and such bemg
eCOﬂomI‘f FO: of things, I wonder how Rao Bahadur Talma%n
e COZSl::gue that there is more than enough money in
(t:;: c):)untry for the ﬁna_nCe Of' ag‘nw]wreﬁ ver a province
Primary societies being distributed a fo rCh ise nee
and working in small areas cannoF be of mu h use and
influence unless they are federate'd 1r'1t0 some Ze diﬁer_ent
tutions. Provincial banks and m;tltu?;:; f(il:)r;ntzz Jifferent
.} are the apex institutions for
?:)m:;)ucation, supirvision and propag:anda.fﬁ r;:;iertoth;:
branches or as independef’t bodies  affihated | or
- i otitutions are the district banks and divisiona
aPex' ms'mu'l tés The constitution and the methods of
e e v ri(;us types of these institutions are carefully
work.Of the (‘; ax lained by the author in a sectio'n \‘mc&ar the
exaﬂfmed ‘:i‘l;‘ Sefation or Combination of Societies’’. A
headiog, h eter is naturally devoted to the Bombay P}'o-
stgpa'rate N aprative Institute in the establishcm.ent of whfch
vineiz CO'O}EW articipated and with the working of which
Lheham}t))z;n :iistixr)nately connected as its Honorary Secretary
e has °
since it5 inc‘:jptlo’rll‘a;::a:?’vsv‘views on organization, adminis-
R‘ao Baha urervision will be particularly valuable to those
.tratlon and_SUI;he further development of the movement.
m'tereSted - sinces have adopted different methods of con-
left?rent provi supervision and inspection. :At ttxe last
duct.mg aud‘t}; All-India Co-operative Institutes 'Co‘n-
e g found that there was almost unanimity
fefenC(’: " the work of inspection being conducted by
r;gardlzfralth?inancing institutions. It was felt by a
the ce
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rarge major \
e oot dm:tyy Zflld\txztmb_f:rs that the work of conducting
Provincial Co-opera:iv nlugh‘t well be entrusted to the
it being clearly 1 de nstitutes or Federations or Unions,
conducted only t}l,n erstood that such audit should be
received certiﬁ};at .fofugh the agency of auditors who
to do this clase ;3; rom the Registrar authorizing them
Registrars we;(»: nOt“'qr}(. 1t was, however, felt that the
their present pom 3 likely to be too willing to part with
statutory bar Pto etrhs and patronage, though there is no
fustly entevated (o t;&) audit and supervision work being
then bettor. bo. able toe‘ same non-official agency, who will
the Distri Unions th Lon'duct both these functions through
agencies. This is th an is done at present by two scparate
the movement. e only practicable way of de-officializing
The book will prove
alreadv  exicti ; a very valuable additi 2
the au)th s:l:;n'ga literature on the subject. d’llt‘l}(l)en ati?n t}:);
to see that he) h:fear‘t‘o be ax:nbitious, but it is a pleasure
mass of interestinA succeeded in bringing together a vast
The special merit §f iigd valuable material in one volume
in his having so arra ao Ba_hadur Talmaki’s work consist;
o};])erative movement isnfzgn}'::'znaterial that the Indian co-
the backgroun its proper perspectiv i
this grea% e:corij o-f\the larger and older d:velo fn:gta mS:
omic force elsewhere in the worl(? e

Lalubhai Samaldas.
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CHAPTER 1

ORIGIN AND NATURE
OF CO-OPERATION IN EUROPE

The Old Order and the New—Diverse lheon'esvof Social Recon-
struction—The two evils of Usury and Profiteering—The birth
of the Store Movement in England—The ‘Spirit of Association—
The Friendly Societies—The Building Societiecs—The three Acts
of England—DBirth of Credit Movement in Germanv—RBirth of
Producers’ Movement—Consumers’  Movement—Agricultural Co-
operation—Co-operative Animal Husbandry of Denmark—Co-opera-

tive Farming and Labour Societies of Italy—Lessons for India.

The Old Order and the New:—Agricultural pursuits and
domestic industries characterised the old order of things
in all civilised countries for centuries past. The discovery
of steam power and of thc new devices in machinery in the
18th century, gave birth to factory industries, and centralised
them in a few hands in some favourably situated towns,
attracting increasing numbers of people from their agri-
cultural pursuits. The sudden influx of people from the
country to the town, enabled the employers to dictate their
own terms to the employees, with the result that the rich
became more and more rich, and the poor became more and
more poor and were driven almost to desperation.

Diverse Theories of Social Reconstruction:—Many eco-
nomists and statesmen of the time supported the principle
of Individualism, upholding the rights of individuals to the
full reward of thcir enterprise, which enabled them to build
large fortunes and own vast property. They urged that
the competition, the rivalry and the struggle for existence
which the system engendered, made it possible for the fittest
to survive. In other words, they thought that society could
be built by supermen only. On the other hand, many rival

1
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ries were set y
mrly years of the
of social philosoph

P to uphold the cause of the poor. In the
nineteenth century, there was a ferment
ising in France, England and Germaﬂy'
mmunism, advocating common ownership
€ people through communes, each worke;
S according to his needs. Others preache

g for a Governmental ang Municip‘a% CO“;
mic activities, so that the opportunities 0

rds of labour may be equitably apportioned.

receiving hig wage
Socialism, pleadin
trol of the econo
life and the rewa

minded workmen sct u[;
nions for joint action in the shape o

ands were granted. Ultimately, the
last named methog succeeded remarkably and enabled thfff
abourers 10 obtain better wages and better conditions ©
work.

the device of Labour U
strikes unti) their dem

The two evils of U
theories, mostly. unre
relief were found to
profiteering, T hey

Stry and Profiteering:—With all th'ese
alised, two evilg calling for immed'atg
grind down the people, viz., usury an

Paid an exorbitant rate of interest on
the money they borrowed and paid more tha th
price for the nhecessaries of life they purchased. Men wi

a practical turp of mind set about to find remedies for these

evils, To fight usury they devised the system of joint bor-
rowing of money for loaning

advantageoyg terms,
the method of joint
among themselves,
OPerative system hag
The birtp, of the St
England that the C
purchase of goods fi
the working classes
which they directe
Improvement. Ma

It among themselves 03
To prevent profiteering they adOPt]eS
Purchases and retailing the artic e-
Out of syuch collective action the co
been evolyed. ”
ore Movement in England:—It Wés.nt
O-operative Store movement for Jo‘de
rst took root, The labour unions m'a

conscious of their power of combinatxor'lé
d in a pey channel for their ecfmo.';'y
Ny experiments in Co-operative distrt

3

i s of the nineteenth cen-
tlon were tried()m ct:e(::;rxlz]xgggcid(:ho helped the wor%cing
- !'{Ober‘t . rious movements of self-help, is consider-
Classes in Lrying ;ar of Co-operation. Though the several
ed to be 'the a estarted under his inspiration failed, the
Slores “"h.lCh ‘Yg:) for common good survived. One of the
idea of JomthaL earlier failures is said to be th.a.t they soid
e f)f . este sost price and not at the prevailing market
their articles at (;n ts were made, and the ﬁrs‘t atFempt that
rate, resh a<t tiati)(;f the 28 poor but enthusiastic weavers
ot na mill at Rochdale. They are therefore known
employi:i l;l aPioneers and the principles adopted b{] theg
:: glch:cle)dale principles. 'I‘heb‘ store 2:::;::1 :gyv:e esr:e .
xé became the beginning of. a big mf)v mer )
tojitly, benefiting the geo.ple. mT‘;::n::iii:voi scociation for

e it of ASfZ‘:ng";;()ﬂg the working classes .in
mutual help Wa]S by Trade Unions but by a much earlier
“ogland not Ont)l;e {ast decades of the 18th century, asso-
movement. In s Friendly Societies began to be formetli,
ciations knOW:‘i amall weekly subscriptions and gave help
which coflecte 5n occasions of death, sicknefs, distress or
to the membetl'Sa(;d even during old age. Sonfe of bthelr(n
unen?ployr{ne" ddition the advantages of a savings _ an t
prOVl:edt lzcta of Parliament for regulating the affairs o
The firs . .
these SOCi(?tieS W:TSS piaestj:f:—"-]TI:e%F riendly Societies do not

The Eriendly '(:ess and cannot therefore be called co-
carry on an)f l?US‘ B.ut they indirectly helped the cojope'rat-
operative 5001@“‘;5- affording inspiration for 'combmatlf)n.
Ay mO\{emeﬂt d ere registered under the Friendly Societ-
The earhe‘r stores “; Act for regulating the stores was.pa?ss:
jes” Act till the firs the Industrial and Provident Socnetfes
o 18(512’ k:o:r:e::f(ied by later Acts to suit the require-
; wa -

:lztr:tsa:rising from time to time.

1*
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The Building Societies:—Another important co-operative
development set on foot in England from the beginning of

the 1oth century also owes its inspiration to Friendly Societ-

ies to no small extent. The working classes paid very

exorbitant rents for their residential quarters due to the

greed of their landlords. They started associations for

collecting subscriptions for helping members to build cot-

tages for their residence. These associations were known

as Benefit Building Societies, and were also registered under
the Friendly Societies’ Act, till the first Act for regulating
them was passed in 1836, and amended later from time to
time.

The Three Acts of England:—Thus, there are in England
three different Acts for regulating the three different kinds
of societies. These Acts were amended or recast from time
to time whenever found to be necessary. The Registrar of
Friendly Societies is also the Registrar under the other
two Acts, and is therefore the administrative head of all the
three kinds of societies. The important fact to be noted

is that these institutions began to be started long before the

legislative enactments were passed for giving them protec-
tion.

Birth of Credit Movement in Germany:—Germany took

the lead in combating usury by starting lending associations

known as credit societies. The movement was pioneered

by two workers, stirred by the sufferings of the poor at the
hands of extortionate money-lenders. Herr Schulze, Mayor
of Delitzsch (1808-1883), started his work in an urban area,

and Herr Raiffeisen (1818-1888), burgomaster of Neuwied,
broke the ground in a rural area. After a few experiments
on a somewhat philanthropic line, Schulze-Delitzsch founded
his first loan society in 1850,
work

similar

Raiffeisen who started his
independently about the same time, after making
experiments from 1848 founded his first loan society
on the lines of self-help in 1862 at Anhausen. The move
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ment went on progressing in many othe‘r directions bemifit;
ing the agriculturists in var'ious ways. The first co-o;:e(riai:]\;o
law was passed in Prussia in 1867 which was converte
i w in 1889. .
anBIix:;ge:)}alPI;zducers’ ]\glovemherlt:—(;o-operative P‘rojucttlf)r;
in its full significance was initiated in France by in 6u58r61a)
idealists like Fourier (1772-1837) and Buchez (179 -:i l?s
and their followers, and a few yea}r§ }ater b}f Owen an 1d
friends in England. These aC.thltlE'!S which commfetn(r:ea
about the year 1820 all ended in failure b){ 18]4? fare 2
brief spell of success. Some of them were mLt he oxmeri-
colonies or communities and o‘thers of shops.. fite;i(};and
ments known as sclf-governing shops., medkm :'lin
under the guidance of a ban‘d of .soc1al Yvorl eri, Srl?hOSgL;
themselves as Christian Socialists, did not hveh ong. Those
Societies, however, that were start'ed. af’te;:c ef paz. r:u(:h
the Industrial and Provident Soc1e'tles Act are\ "
" be they obtained legal protection from.the Act, an
gfcttzerbfcsause the Co-operative Stores patron:sed\t.l;:m liz
. king purchases from them, and later by‘sxijs%n ing
ma' 1 g}rlar:e capital. The success of such societies in France
:}:e(‘;u: to the protection afforded to th'em by the ?jt::;:kz?[r:d
t‘o the patronage given by it by advancing loans an. ' aliticsg
hases for Civil and Army Stores and the Mumcl;;l e .
puzfconsumers' Mowement:—On the other hand, 1:61 in0—
ive Stores on the Rochdale model ws:nt on multiplying,
e whe they assumed larger proportions they founded
-a}?d' when who);esa;le societies and added numerf)us dfap.a.rt-:
e o duction, with the result that their activities
ments Tor pr(;) the cor,nprehensive name of Consumers’ Co-
have ?Ssun;rewadind the sphere of factory industries on the
operaml:i, and theb agricultural industry on the other, and
ggiﬁzﬁding to some extent, even t‘he means oli.;ra?lfgot:‘.)m
Agricultural Co-operation:—In Germany, Wfl(; e own
banks went on making progress to the benefit of the
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and sma| trad

a bigger role dz;s, €0-Operation in ryral areas began to play
the agricultur’istsvel;”n.g _a]most all the economic activities of
erS’ requisites or' ine '}t, 0l respect of the supply of the farm-
Converting the prod e sale of their produce, and even 17
moderp Processeg uhc € for the market by means of various
Producer apg rer;1;1w creby a better price is obtained for the
Within hjg reach ferative work outside the farm is brought
longer 5 Mere Cr'd' ural co-operation in Germany is 1
Prehensjye Name eflt m?"ement, but has assumed the com”
self in almost 5y S}, Agricultura Co-operation, spreading i

CO'Of’erative . e Western Countries of Europe.

Other fory o nimal Husbandry of Denmark:—Yet 2%
38ricultura co-operation was devised by D€

mark by Sho R
Wing th . .
the farmer, Cangyetai €ven if the land be poor in fert;l:/tzr;

Wi
calth ¥ organising

N aArn not mere competence, but
ine
S. When the fertj]

animal husbandry on co-operati’®
€ corn-growing p'art of the country
Denmark by Germany as a result ¢
Imers turned their a;ttention to €0°
umerouqhe help Of.the cow, the pig .and ::e
thronor Co-operative dairies, piggeriess by
. Oughout the country, and became therel)
smg Peasantry in the whole of Europe- The

of her neighbousr(.)n set by Denmark is being copied by many
0-operatiye }lrng Countries to their great advantagé
ltaly, on the oth SMing and Lapour Societies of Ital* 0
€9-Operation, sin °r hand, has made a great contributio? te
MM laboyrerg ¢ the last ejghties by showing how ° o
rent-farmers bv can Continue to eliminate the midd]e".’a
Y themselveg} °Fga“i5ing co-operative farming SOCie't'eS'
o1 2 long e, taking gyer the farm from the owner elt?lnegr

i

N €ase .
1t jointly o ; - O DY purchage, i possible, for cultivat

Danig
operatmn, and Witl; fa
henv set u t

P n
poultry fafms
the most theiy
€0-Operative

Indivi i-

13rly, the oy 21 25 may suit their inctination. S

SQcietipg . adourers, tog 1, . form 1abot
to eliminate (1 0, have combined to for

. m-
e the middleman contractor by ,the :
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selves taking up labour contracts as masons, bricklayers,
dockers, carters, porters, and even for constructing railway
lines. '

Lessons for India:—Thus, Europe has shown that every
branch of activity, wherein the middleman exploits the poor‘,
can be taken over by the exploited people themselves by
joining hands with their fellowmen to form co-operative
societies. Cannot India imitate Europe in this respect?
Surely, what is possible for men in one part of the world
is equally possible for men in another part, provided they
set about it in right earnest.

CHAPTER II
ORIGIN AND NATURE OF CO-OPERATION
IN INDIA

The Old Order and the New—Stagnation of Villages—Failure of
New Measures—Other measures of relief—Introduction of the
Co-operative Societies Act—Predominance of Rural Credit Societies :
and absence of Industrial Co-operation—Need of an all-sided Agri-
cultural Co-operative Development—Need of Popular Workers.

The Old Order and the New:—In India the substitu-
tion of the old order by the new was far more sudden and
gave rise to more far-reaching changes than in Europe.
The cheap imported articles manufactured abroad displaced
the indigenous rural industries without creating more wealth
in the country nor giving work to those whom they drove
out of occupation. Hence more people had to fall back
upon agriculture than the land could economically maintain,
only a small fraction being attracted to the towns. Second-
ly,"increase in population and the law of inheritance of the
country led to sub-division and fragmentation of holdings,
making agriculture an economic venture. Thirdly, the new
centralised method of administration and the new move-
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ed in court \vxth_ ac to the other extremf? m in the village
inds himself’l‘inze[:lishonesty, finds a premiu
whole claim. Thus, | eomined and
tragsactions. Villages:—All these Cvauiisau::)iuntl‘y, e

eed the ic of village economy. heir sustenance from
shattered the fabfrltbhe population draw t exn d the practice of
three quarters (;1 re illiteracy is the. ru]effaCt of thoce causes
the soil, a“:i ‘Zmemon, the cumuladtnl;tiegnzss of the agriiul-
thrift is not co ined. The inde ; of interest has
san easily be ,ma%l ion of usurious rates wed into the
tz:}St with the a(.:.u—lzt:;nin many,casesdhatsop::; exorbitant
grown apace. H‘: -lender. He 1s ma ferest on the debt.
hands of the .montoy the high rate of mf ot faileres ot
rent in addition ame aggravated by risqnot surprising if
The situation bec resultant famines. It fatalistic and their
monsoons afxd theh extremeties becamey No incentive was
st e Suz them to despOﬂdeuci)' siness. The spirit
stark illiteracy' le' n, no stimulus for “k;ng classes in the
left for Ofgamsat;;; ;net with among Worloser and work to-
of association fo their having to Jive f:ts who are living
cities, fostel:d nbtyamong the agriculturists,
gether, is abse
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working apart from each other. In other words, there
.utter stagnation of social and economic life among the

agers and the situation easily lent itself to despair.,

¢ Failure of New Measures:—Various measures were tried

by Government for relieving the situation, such as restric-
tions on alienation of land, usury laws,
In the Bombay Presidency, the situation assumed a grave
and ugly aspect in 1875, when large numbers of people in
45 villages of the Poona District and of 22 villages in the
Abmednagar District rose up against the money-lending
classes, attacked them in large numbers and forced them to
surrender the bonds and other securities
documents openly. The riots could only be
military aid was requisitioned.

Other measures of relief:—~Government at once took
the situation in hand. In 1879, the Deccan Agriculturists’
Relief Act was passed (Act XVII of 1879) for restricting
alienation of land and restraining usury. [p 1882-83, the
late Sir William Wedderburn an

d his friends, including the
late Mr. M. G. Ranade, formulated a scheme of a State

Bank for financing the agriculturists of the Poona District,
which was, however, turned down by the Secretary of State.
But meanwhile, Government passed the Lang Improvement
Loans Act (XIX of 1883) and the Agriculturists Loans Act
(XIT of 1884), the former to enable cultivators to obtain
loans from Government at a low rate of interest for product-

chase of machinery and improve-
ment of land, and the latter for cu

rrent agricultural purposes
for areas affected by famines,
Introduction of the Co-

and state loans.

and burnt these
quelled after the

deputed Sir Frederick Nicholson, 1. C. S., to Europe for
the purpose of enquiring into the possibilit

: : y of introducing
in this country a system of agricultural and other land
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banks. His report in two Vols. (1895-97) was rec;xvegﬁl::);
dras Government in 1899, and came under .t e_n ,
the Ma ssvernment of India in 1goo. About this time, a
e s e(; societies were started by Mr. Dupernex, L C
few'scattere ited Provinces and by Mr. Maclagan, 1.C.S., in
5., in th.e Um'ie 1qo1, a Committee under the presidency of
th'e Punjab. Ll;wgwa,s appointed by Government of In.dia
Sir Ed?vard he guestion of introducing Co-operative Sc.)cnf:t-
fo co nsxde.r ' eh?ch made its report recommending socn‘etnes
s Indl?f;” ‘i):en lines as best suited to Indian conditions.
on the Rat‘ ::f the Famine Committee of 1901 alﬁo recom-
Thedr?ot‘;]e formation of Mutual Cred?t ASSOG:‘,iaUODS. As
o f these recommendations, a Bill was introduced in
@ res f)l tiv;e Council by Sir Denzil Ibbetson and was
Z:Zszti:t?)' passed as Act X of 1904, being ft}t‘; ﬁfztssic:g:
. ive Societies’ Act. Within two ‘years o‘ e p .
operatlv; 8co societies had sprung into existence. €
of the Ctt’ dily increased from year to year, and. before
pumber, Ste8 v;sions‘ of the law were found to be_m' so.mc
long, the Pflo an(i in others inadequate. The dl.stmctxon
respects o tt;v’tween rural and urban societies, for instance,
in treatmen_t eractice to be unnecessary. There was, more-
was foundfm pal recognition of joint or central societies
over 0 o;mr societies, nor did the Act cover any form of
formed Ot: ot fe r- purposes other than credit. To femed_v
e et inor defects, a new Act was passed in 1912
these and fotlhe"‘;)n and it is by this Act that co-operation is
(rl:;;zl::tle; ingthi; country, except 1nlIZox::bay and Burma
ich have recently enacted their loca. .c 1 y
whic ) of Rural Credit Societies: and absence o
Pred()."unance eration:—It will be seen from the fabove
Industrial CO-OPhat the framers of these Acts had their eye
brief stat'ement tf cilitating agricultural credit. The res'ult
fixed mainy 021 Sle later Act allowed other types of societ-
yvas t:at 3::;5 of credit societies predominate over all other
ies, the n



12
types. There are very few societies for meeting the needs of

the artisans and small traders in towns and of the growing

number of the industrial population. No doubt, Urban

Societies are making some progress, but they are mostly

started by the middle classes, and that too in two or three

provinces only. On the other hand, no serious efforts are

being made to stimulate co-operative production; and co-

operative stores everywhere are receiving a setback for
reasons which deserve a close investigation. It may, there-
fore, be said that Industrial Co-operation in India is still in
its infancy.

Need of an All-sided Agricultural Co-operative Develop-
ment:—Even in the sphere of the agricultural co-operation

the movement has not made much progress in the develop-

ment of other forms besides Credit. The mere substitution
of the co-operative banks for the money-lender has in no

country brought ahout the economic salvation of the peasan-
try. Animal husbandry on modern lines is almost unknown
in India. Agricultural industries for converting the raw
produce to a marketable condition are not yet introduced.
Even agricultural trade is in the hands of the middleman
who is very often the money-lender himself. So long as the
sale and supply business of the farmer remains monopolised
by the village money-lender without being co-operatively

organised, there is little chance for him to get out of the

latter’s meshes.  What the cultivator gains in his loan

transactions made with his society, he more than loses in the
business of supply and sale made with an outsider. Unless
the whole agricultural industry is co-operatively organised,
the improvement of the farmer’s economic position would be
well-nigh impossible.

‘Need of popular workers:—Above all, it must be borne in
mind that Co-operation in Europe and elsewhere owes

its success not to an official fiat, but to the exertions of self-
less workers.

The spirit of co-operation, thrift, self and
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oor
| help was cultivated among the farmers and the p :
mu'tua elp by an official agency, but by the zeal, energy,
artisans, 10 yf popular workers with marvellous resuits.
tience O

and pa ent is our goal, we must echo Sir Frede-
em s E

' similar achiev . ho Sir Frede-
I'{ 15(‘“3\1 holson’s famous dictum summed up 1
rick Nichois

“Fiﬂd Raiﬁeiseﬂ”-
CHAPTER I1I

PRINCIPLES OF CO-OPERATION

. business—A Co-operative Concern ‘dz.'stin.gfuish—‘
o ad"a" ‘fml Concem——Elimination of Indwrdual:sm'
ed from ]0mt-§£0€ ‘; lding—Not @ Profit-Sharing S?'st.em——lxo,
Limitation o7 Shareho e o  Systen—iior
Welfare IVork—-N‘,)’ dly Societv—()ombination of B!lsfﬂf’ss.aud
Charity—Nor @ Fne"a“;‘,e Mot;o—dDeﬁnition of Co-?peranon-——
Service—The Co—f:?e,: not posxible——’l'heory and Practwf’»—PIunlc-
e OfM(itez:::j—I'Iolyoakc's Description of Co-operation.
ett’s '”‘:’ee 4 Action for Businessi—Two oOf more.dpigso(:r;i

Assoctatej(;intly for a common end woulddlbe 5ta\ 1o co
o | C ration is used here to
But the term co-ope

. . . adopting certain
operate on for a business purpose by adopting

associated acti

‘o ag S. sy e int-Stock
business ru}fhed from ]uint-Siock Concern:—A Joint
Distinguish

does the same¢ thing, but it differs from tl?e
concern 2150 ? ;do ted by 2 co-operative concern, t.hc main
method of wo.rlx .a 1 ft the -proﬁts in the former are dxstnhu}-
distinction bel‘ng th ach member’s capital holding, .ar.ld in
ed in proportlfm t(z o of work of of business, tl}e dwld'end
the latter to his ou gf deferred payment of savings. l‘hg
taking the shape - union of capital, and the latt.er that of
former is therefor‘: r o doubt, uses capital, b}xt it pays on
persons. The lat'etére%t; or to put it tersely, in the forlmcr
it a fixed rate of mﬂ me:n and in the latter men own capital.
system cap:t‘alt‘;‘;"r‘;me k,nown as the capitalistic system, and
The former 1s
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the la .
e folt-;i:;raiss tt)l;(;e((;o(-)opt:‘atlve system. The government of
capital, but in the | n the extent of the holding of the hare
bere. cach havin z{t]tler it i1s equa'lised among all the me::
holding, the merfber yt one vote irrespective of his capita-l
on that basis. s together clecting the governing body
Eliminati s .

tinctiozniizto‘;tegrf) Itr}ziwtzdualzsm:——An important point of di
Coint stock concern de wod ‘SYStems is that the success of‘S:;.
other enterprises of ap‘t'm > hpon successful competition with
i dividualism i. b.sxmllvar nature. This feature kn
operative societs' afSCHt in a co-operative concernown N
compete with ¢ ;zi (te:erate for common action and .do o
attained to perfectis er, tholfgh the aim mav not hav bm)t
Limitation of Sh n, or re.:ahzed in its full siigniﬁcancc e
cern, as a member (cl::lhli.xlfz]ng:_—Agai“ in a iOint-stocl:.con-
Hot 15 closed when suff old any f)umber of shares, the shar
the price of shares i cient capital has been obtai d, y
res is thereafter raised, giving rilsr;et’ and
O un-

restricted s i .
- speculation, which makes the f
mars those of the many e fortunes of the few

share list is In a co-operati ;
always open to new mEmbersp N :}f so;l:xety the
’ e shares are

never sold beyond their
) ' beyond their par value. Th
ﬁ]: relholdmg is limited to 4200 by theee;lt:nlt' of & member s
b . h;ooo by the Indian Act, which i iy ish Act, and to
y the Bombay Act. s raised to Rs. 3,000
N ; ’
ot a profit-sharing system:—It must, how
’ ever, be borne

.ln mind joi
that ]Olnt‘stock concern iS not pre ent d
h a (6) vente frOIll

adopting co- :
Societieg o-operative methods. In Denmart
s are registered under the Compani o go'operati\,e
) ies’ Act, and
yet

they have nev ;
ples. Of ]ai;era;e(::t(:ed an inch from Co-operative princi
concern to pay, a shareerr;p.t 15 made by many a joingrltnc\;
employed by it. Such o prOﬁ.tS as bonus to the woikOLr
Some concerns go a l'tal system is known as PrOﬁt~sharie S
accumulate so a ittle further by allowing the'b o
s to enable the workers to becsmeom}x; w0
share-

Acs-Ne . 867
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holders. A still further step adopted by a few is to assign
a seat or two on the Managing Board to the representatives
of the workers. This system is called by some as Co-
partneship, but the term in its full significance requires that
such representatives must have equal voice with the rest,
and the expression is now used with reference to producers’

associations.
Nor Welfare W ork:—Most of the joint-stock concerns
ork and adopt measures to

have now recourse to welfare W
s the improvement of hous-

conciliate labour by such steps a
ing conditions, provision of means of recreation, and pro-

motion of general well-being- Nevertheless, they are not
co-operative.

Nor Trade Unionism:——'[‘his change in the attitude of
the jo'mt-stock concerns was the result of the fight put up

by the Trade Unions. A Trade Union does not carry on
any trade or business. It is a combination of workers em-
different trades and industries for coercing the
employer to improve their conditions of work and to pay
better wages- On refusal, the workers take recourse to
strikes thereby paralysing the work of the concern. Thus
in a Trade Union the workers coerce the employer to im-
prove their condition, while in a co-operative society they
co-operate among themselves for their improvement.

Nor Socialism of the Collectivists 07 of Communists:—
Though the individualism of the capitalist is to be elimi-
nated, co-operation is not socialism, which seeks to elimi-
nate private ownership of property vesting 1t either in the
State as the Collectivists would have it, of in the communit-
ies or syndicates as the Communists would have it. It
stands for the ¢reedom of the individual and encourages him
to improve his economic status by self-help and mutual
help.

Novr charity:-——A co-operative society 1s formed by the poor
to help themselves. The ancient method of alleviating the

ployed in
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lot of the poor was by a system of doles. It is even now
being adopted in some countries in connection with un-
employment. But this kind of help from outside is only a
temporary palliative and in no way prevents poverty. On
the other hand, charity weakens self-respect and hinders
thrift and self-reliance. It militates against the incentive to
work. Co-operation does not rely on charity, but seeks to
promote thrift and self-help.

Nor a Friendly Societv:—A Friendly Society no doubt
teaches thrift and foresight to the poor and makes provision

for accident, sickness, death and old age. But it does not

seek to help them in business as a co-operative society does
for raising themselves from economic weakness.
Combination of Business and Service:—Co-operation is
not merely business but a combination of business and 2
spirit of service, which evokes loyalty, fellowship and a cor-

porate feeling. Co-operation, therefore, appeals to self

interest as well as to social instinct. No co-operative

society will be successful if any one of these two aspects
only be developed to the exclusion of the other, and this
twofold attitude is called forth not only from persons charg-

ed with the management of the society, but also from the

general members composing it. It is because of the spirit

of service in co-operation that it helps not merely the eco-
nomic, but also the social well-being of the community that
betakes to co-operation. Philanthropy is, no doubt, one of
the noblest instincts of humanity, but philanthropy waits
till suffering arises and then steps in to relieve it. But true
benevolence arising from a sense of social service will avoid
the-: evil day and use preventive measures, such measures
being intended not merely to help, but to help people to help
themselves,

The Co-operative Motto:~—The chief claim of co-operation

1s the awakening of a new spirit of the transformation of

the attitude of heart and mind on the part of those who
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associate together for that purpose. This spirit 1s expressed
in the motto adopted by the Co-operative Unjon of England
to the effect, ““Each for all and all for each’”’. In a co-
operative association each member must hz%ve in view t'he
welfare of the whole body of members forming the associa-
tion as also of each of its constituents. This spirit is quite
in contrast with that of the joint-stock COflCerns’ which 0?-_
rensibly work on the motto, “Each'_f'or hnnself“.. .Here is
an attitude of selfishness and a spmt'of Comp'etlFlon, anfl
therefore of conflict with others carrying on s‘lmllar busi~
ness.  On the other hand, the C‘ommu’xlusts work‘ on the
principle of “each for all and all for all”. Tht?re is thel:-e-
fore no scope for individual freedom of.actlon 1\n t at
system, while such freedom forms the main characteristic
«o-operative association. ‘ .

o lz)le;ic:‘ti(:?jl of Co-opemtion:——'l‘hus a Co—ope;atnf/e Society
is an association of the weak who gather together o(ri a c}(‘)m-
mon economic need, and try to lift them.sehft?s a:l -O.t ers
out of weakness into strength through busxrfess 'or‘ba'“lbat;;)r;
conducted for the common bene':th of all who‘ _]O‘ll'l.]t, u. ]
this does not complete the definition. The aSSOClatl():; n;uTt
be of honest men putting forth honest means, an‘ t cxlr
union must be voluntary and not b}'O\fght about by (,O.r;;'pu -
ion. Moreover, the spirit of association connotes a ‘w1 ing-
;'le%s to sink individual opinions and interests f(?r (,om‘x;o‘:
a(;od Such a spirit only can engender that loyfa]ty v; m)
b‘ t-)ring success to the enterprise. Co-opera.tzon, fl(frt,-
;:::, is an érganisation wherei'n persons ’uoluuta;t'ly ass‘u;‘;a)t.c
together on d basis of equality for therpronw‘ .zon of f lf”’
cconomic interests by honest means. The es;e;)ce 10 ‘lu.)-
operation is that each shall work for all and l:‘. ._?r (_‘a(, L ;]n
the attainment of their common good. .In‘t is sense, t‘ ¢
movement has a greater moral element in it than the‘eu?-
nomic one. It must not hox.vever be conducted on a senti-
mental but on a business basis.
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Accuracy of definition not possible:—Whatever may be the
dcfinition, it cannot hold good in all cases. Though co-
operation was first introduced by the weak, the benefit of
united action need not be confined to the poor. The first
mortgage bank of Germany was started for the landed
gentry. If the millenium dreamt of by the consumers’
movement is ever to be realised by ultimate social recon-
struction, it cannot be achieved by excluding the rich. All
that is required is that the rich shall not have an upper hand
in the organisation. On the other hand, the complaint of
many co-operators is that the poorest people remain outside
the pale of the movement.

Theory and Practice:—However accurately onc may define
co-operation, its merit will lie not so much in its theory but
in its practice. Co-operation is not produced by the strict
application of principle, but by a combination of principle
and practice. The Co-operative method was first introduced
in Europe, and European experience shows that the correct
practice of co-operation will depend on three factors:—(1)
effective elimination of waste and inculcation of the habit of

thrift, (2) education in co-operatton, and (3) general educa-
tion of co-operators.

Plunkett’s three Maxims:—Sir Horace Plunkett, the

founder of Irish co-operation, sums up the theory and prac-
tice of co-operation in the three famous maxims: Better
Farming (Practice), Better Business {(Co-operation) and
Better Living (Education)

Holyoake’s Description of Co-operation:—George Jacob
Holyoake, the famous historian of English Co-operation,
describes co-operation both positively and negatively in thc
following terms :

“Co-operation touches no man’s fortunc; secks no
plunder; causes no disturbance in society ; gives no trouble
to statesmen; it enters into no secret associations; it needs
no trade unions to protect ity interests; it contemplates no
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violence; it subverts no order; it envies no dignity; it ac-
cepts no gift, nor asks any favour; it keeps no terms with
the idle, and it will break no faith with the industrious.
‘‘Capitalists hired labour, paid its market price, and took
all the profits. Co-operative labour proposes to hire capital,
pay it its market price and itself take all the profits. It s
more reasonable and better for society and progress that
men should own capital than that capital should own men,

““The leading aim of co-operation is not merely to increase

present comfort (albeit not a disagreeable thing to do), it
seeks also to ensure competence. Those who do not provide
for the future of themselves and families—as far as they can
or as far as they ought—are not merely dependent, they are
mean, since they leave to chance, or the charity of others,
to provide for them when the evil day comes.

““Co-operators have made money by their methods of busi-
ness; they have won honours by being the first of the work-
ing class who cared for education as a higher form of
property.’’

CHAPTER IV

RECONCILIATION OF CO-OPERATIVE
THEORY AND PRACTICE

Consumers’ and Producers’ theories of Co-operation—Federationist
and Individualistic Co-operation—The Stand-point of the Consum-
ers—And that of the Producers—Objections to the twofold System—
Fabian Socialism—Guild Socialism—Reconciliation by a  Joint
Board—The Problem of the Agricultural Labourer—Can a majority
Coerce the minority—Other problems—The International Co-operai-
ive Alliance—The League of Nations.

. , . -
Consumers’ and Producers’ theories of Co-operation:—

The theory of co-operation in actual practice falls short of
its idea]s,'and it is at times found difficult to reconcile con-
flicting views. In the Consumers’ movement, the stores have

%
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now gone beyond the stage of the work of distribution and
have entered the domain of production. Though this pro-
duction is done by co-operative organisations, it is not co-
operative production, not being controlled by producers. In-
asmuch as these works of production are owned by the
consumers, either by the stores or by federations, known
as the Co-operative Wholesale Societies, the actual workers,
though employed under ideal conditions, have neither vote
nor voice in their administration. In the Scottish C. W. S.
the workers in the productive works can hold shares and
are entitled to direct representation at the business meeting
of the Society. But the English C. W. S, which is a much
bigger concern, has not yet seen its way to grant even this
concession. The workers are, however, at liberty to become
members of a store, but this course can at best give them

an indirect and remote voice in the management, which does

not satisfy their demand. In a Producers’ Society the

members collectively own the means of production and each
of them has a vote in the appointment of the management.
The profits derived from the sale ‘of finished products, after
paying a reasonable rate of interest on capital, are divided
among the workers in proportion to each member’s output.
This difference in the two systems has been the cause of
misunderstanding between their votaries, one being known
as the Federationist System of Consumers and the other the
Individualistic System of the Producers.

Federationist and Individualistic Co-operation:—The ex-
pression ‘‘individualistic’’ is used here only in contradistinc-
tion to ‘‘federationist”’, and is in no way connected with
the aggressive individualism prevailing among joint-stock
concerns.  Agricultural Co-operation in this technical sense
is said to be conducted on individualistic lines. Each indivi-
dual farmer carries on his agricultural operations individual-

ly in his own field and takes resort to co-operation in obtain-

ing credit or for collective supply or sale. Again, in the
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collective agrieultural productive works such as creameries,
cheaseries, etc., the workers employed are in the same cate-
gory as those in the productive works of the consumers.
But with these questions the industrial producers in the
towns have no concern and, therefore, in practice no conflict
has yet arisen. And whatever be the ultimate relation be-
tween the two theories, it is urged by many writers that
consumers’ co-operation should not enter the domain of
agriculture, as such a course might harm. the initiative of
the people engaged in that industry, and its control would
be far more difficult than of a factory.

The stand-point of the Consumers:—Confining our atten-
tion to the two sides of industrial co-operation, namely, co-
operative consumption and co-operative pr'oductxon, the
former claims that by undertaking production it can produce
for use and not for profit. Through their societies, the
consumers know the demand and can eliminéte waste to be
found in the competitive methods of production, and there-
fore they can produce economically and can profitably use
their accumulated capital in the works.

The stand-point of the Producers:—The Producers, on the
other hand, demand that as wealth-producers they must. haw.'e
the full economic advantage of their work and a voice in
its management, which will ultimately benefit the system.
They, therefore, urge that consumers'should co-oper'ate
merely for distribution and leave production to co-operative-

i roducers.
¥ 3‘};?:0‘;50‘;‘1 20 the twofold system:—:Ag.ainst this twofold
system advocated by the Producers, it is urge(sl that the
Wholesale Society representing the consumers will want to
buy at the lowest price it can; the orgamsed.producers 'w111
want to sell at the highest price they can which th.ey n}nght
obtain in the competitive market, and thus there will arise a
} two systems.
coZif;se;:;?ﬁi;fni—Twoydiﬁerent solutions of this conflict
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of interest are offered. The Fabian Socialists, led by Mr.
and Mrs. Sidney Webb, urge that the consumers must have
full industrial control. As regards large scale industries,
and such undertakings like railways and shipping, which
the consumers see no hope of organising co-operatively, they
urge that they should be taken over by the State and worked
on their behalf. In fact, the scheme is a combination of
co-operation and State Socialism and is not therefore favour-
ably received hy all the supporters of the Federationists as
involving a bureaucratic control and tending to extinguish
freedom of the individual and his initiative which is the
chief merit of the co-operative system.

Guild Socialism:—It is urged by the upholders of
Guild Socialism as propounded by Mr. George Russell (A.
E.) in his “National Being’’, that the workers in every
industry must organise themselves into a guild for the pur-

pose of carrying on that industry without the present wage

relationship of master and man. Questions, which concern

the members of more than one guild, are to be dealt with
by representative councils forming the National Guild. This

theory seeks to make every man a producer, either as intel-

lectual worker or manual labourer. It does not, however,

work out a satisfactory system of distribution and cannot
therefore be accepted as a satisfactory solution of the whole
problem.

Reconciliation by a Joint Board:—This conflict of interest
between the consumers and the producers, it is suggested
by the British Co-operators, might be adjusted by a federal
arrangement with a joint board to fix prices, and that the
Co-operative Union of Great Britain should be able to bring
about such an arrangement in harmony with co-operative
theory. In Finland and Denmark, such an arrangement has
for some time past been in operation. In England, the
Co-operatively organised farmers have recently established,
through  their propagandist federation, an organisation
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known as the Farmers’ Central Trading Board, which gims
at being an Agricultural Wholesale Society fovr the agricul-
tural co-operative societies of England and Wales. In Ire'-
land there is already the Irish Agricultural 'W'holes.ale.: Soci-
ety. All the federated organisations_ in Grf:at Brnt.am .an.d
Ireland are members of the Co-operative Ur.non, \yhlch, 1t. is
suggested, should bring about t.he form'atxon of the ]on?t
Board. Propagandist organisations which .h'av‘e -fo;: their
object the development of .the ideal of reconcxhat}on like t.he
eo-operative Union of England, th‘e Pcller‘vo Society of I*jm-
land, the Irish, English and Scottish Agrlcultu.ral Organisa-
tion societies, and the German General Unions can and
sht to devote themselves to such problems, and as a
ma:ter of fact, some of them have already undertaken the
task. .
The problem of the Agricultural Laboure'r:—By adopting
some similar method, the problem of the agncultu'ral labourer
can also be brought within the range of a solut19n. Up to
the present, co-operation has donc little or nothing for .the
poorest classes in any country. In the agricultural organisa-
tion of farmers, the Labourer .has no't a natural 'pla:c(?, be-
cause he serves not 2 co-operative socx.ety but an ll“ldIVldué.ll.
In Rumania and Italy, where co-operative farming is practis-
ed on a large scale, the labourejrs l'iave forn?ed co-operatxv:;
societies for the purpose of cultivating land in common, an

ou

hiring out their surplus labour to the neighbouring f;me.
Bv this means, the labourers are .brought 1nt0‘so'me relation
T o _operative organisations. But this is only pos-
“{lth oher C(])abl())urers in a district are numerous enough to
:lble W}g:o erative Society. In places where the?r pumber
form talarge inough, the problem presents difficulties.
) 20 Majority coerce the Minurity:—Aflother point of
i o n the organisations of collective works under-
e A , lturists, such as societies for consolidation of
;alic?] EZ Zirilcsther hprotectiv‘e measures. The question is,
oldin
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how far the majority of owners of land wishing to form such
a society would be justified in coercing the minority, who
either through ignorance or truculence are
the society, and without their joining, the formation of the
society becomes impossible. Similarly, in the case of sale
organisations of agricultural produce, the question often
arises, how far the majority would be justified in coercing
the minority, if not in forcing new members to join the soci-
cty, at any rate in preventing the existing members from
getting out of it once they have joined. Laws are framed
in many countries enabling members owning the majority
interests to coerce the minority on the maxim that what s
good for the majority must be considered good for the whole
community. But it violates the principle of individuality
which gives freedom to individuals to join or not to join a
society, a principle which forms the basis of one s
co-operation objecting to State or municipal
These problems only go to show that any number of princi-
ples, however true in themselves, cannot alw
versal application.

Other Problems:—Thys
reconcile completely
and though it is po
Promise between th
the agency of a Joi

unwilling to join

chool of
socialism.

ays have a uni-

, it has been found very difficult to
the theory and practice of co-operation;
ssible to bring about some sort of com-
€ consumers and the producers through
nt Board, there are other problems wait-
ing for a solution, The policy in respect of capital, em-
ployment of surpluses, the rates of dividend, the distribution
of profits, dealings wit
not treated uniformly in all the co-operative concerns. The
method of thejr treatment also differs in different countries.
- The Internationgl Co-operative Alliance:—Perhaps the
Internati(?nal Co-operative Alliance (1895), when the national
Co-operative Organisations of al] the countries are affiliated to
lt' §h'ould be able to become a world force so as to be in a
Position to bring about a better understanding between all

h non-members, all these matters are
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the conflicting interests and viev‘vs. Sever;%l countries ha\:e
already joined the Alliance and it has cor}tmued to keep in
touch with the co-operative movement in almost a-ll 'the-
countries. Plans have already been fox:med for esta‘sthmg
trade relations between various countries by organising an
international wholesale society, -and for develo?xng bank.mg’
relations by starting an international ?)aka. _ What remains,
and it is the greatest task, is the ehmmatnon'of the. u{age
system from the movement as urged by the Guild Socialists,
and devise a policy which will find room for producers as
well as consumers. Meanwhile, co-operators, whether con-
sumers, farmers or industrial produc.er's, n3ust kfze? develop-
ing their economic organisations, ellmfnatmg frx'ctlo‘n as far
as possible and making their respe(.:tlve orgams.atlon self-
supporting, and realising t¥1e necessity of becoming ahcolr:--
stituént part of the International Commonwealth through the
Allilf;lz:ce.League of Nations:—.ln. the a?hievement of t%)is
object, the State will have to link itself with the Co-o;tefraane
Movement, though it is too early to‘ foretell.at 'tlns txr?‘e-
the exact method of bringing ab?ut t}'us co-ordination. T (;
immediate action that is possx.bl'e is for the Leagu'e 1o
Nations (1919), which is a polancal body formed ]b) txf;
Governments of different countries, to accord a p.aceAti
honour in its Council to the.Inter.natxo.nal Co-opveratl;;e }-
liance, which is its younger sister in point of power, though

it its senior. But this achievement must be left to
.by blr.d;l ropaganda and education which, together form
i?,ier;l:nefstone of all human endeavour.



CHAPTER V

PLACE OF THRIFT IN CO-OPERATION
Thrift deﬂned—Foresig
Waste a hindrance
debt—But
Public

ht in Animals—Thrift is not miserliness—
to thrift—So also buying on credit—As also a
not  productive Debts—Penny wise Pound Foolish—-
Aspect of thrift—joint effort and organisation—Need of
Propagauda—Co-operation and Thrift—Thrift the basis of Co-opera-
tion—Can the poor save—New method o
methods of preventing waste.

Thrift defined:—Thrift is the habit of saving something
out of our earnings so that we may be able to use it at
some future time when it will be of
than it is at present. Thrift, therefore, presupposes dis-
crimination and foresight. It does not call upon us to stint
ourselves of necessaries, but it requires us to discriminate
and avoid using things unnecessary. By curtailing our so-
called wants and not spending on things that can be done

without, we should ali be able to effect a saving, even
though we be poor.

Foresight in animals:—For
mal world. The ant and
for use in the winter.
higher order of creation |
ness and old age requir

f promoting thrift—New

greater benefit to us

esight is seen even in the ani-
the bee store up food in the summer
Why should men belonging to a
ack this care for the future? Sick-
€ to be provided for; children and
their education and marriage may make further calls on

our purse; and if we care to be more self-reliant we may
€ven aim to own a house,

Thrift is not miserl;

ness:—Many people confound thrift
with miserliness,

though the two are poles apart. If a
PETSOn stints himself or his children of the necessary food
and clothing ang Proper shelter when he has the means of
supplying them, he s really unthrifty, for he will have to
Pay much more in the shape of loss of health caused thereby.

27

Waste is a hindrance to thrift:—The greatf}st hindrance to
thrift is waste. Extravagance as such may tall‘to the share
of a few. But there are numerous abuses' leading to vs‘/aste
which the generality of us c‘lo little or not'hmg to stop, exthe(;
through ignorance or negligence. For mstance,‘ we spen
more than we can afford on show and pomp durlr?g c‘ertam
ceremonials such as marriage, etc. The agrlcultur{sts in the
course of their occupation waste a large part o-f the\:nr }rlnanure
and animal power in various ways. By stopping suc wzlsts
in various directions the people concerned could be enable

onsiderable savings. o
tOSefe;lts(? buying on credit:—Buy%ng on credit is anotllie.r
form of waste. As a rule, prices paid for purchasezft)n cr: it
are higher than for purchases.for cash. The credi nsysuecr;]1
brings about a habit of allowing our account. t((j) ru r:t o
in advance of our income, and serves as an in ucemde.t
divert our cash in some avoidable channels of. expendi m:,‘
or in purchasing things in excess of our requirements. s]
; 5 bills begin to fall into arrears, we lose all contro
‘00;’ ?;eous;op-keeper, and short weights and adulterated
ove
artideslfanatod:;;—l—o;ebt also is another source of waste.
W:Znavsf: borrow we have not only to pay thfe ;})]rinc(l)pal, t::;
also the interest which may ofterf be too hlg}f1 . | n(;;:l we

in to borrow there is no knowing as to what leng
e Borrowing also dulls the edge of husbandry and
voule go‘f r freedom. So long as we abstain from bor-
70b§ usv:r)e :eliain our independence, and once we are in debt
;’:’ <l:[clfne into a state of dependence. ductive o
But not Productive Debts:—A loan for a plro fu ‘ Pf

like agriculture or industry, would be egmmz.l e, for
)o:c,e, l es our resources by the larger results obtamed'by
tslz(;;:]?csation, thereby enabli‘ng us .to rfepay it w1th0\gnd1t1:lie-3
sulty and yet leaving a margin behind for our _use.
sther hand, a debt incurred for unproductive purposes
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becomes a dead weight. Expenditure on such purposes

must be met from oyr savings and might always be‘k.ept n
view, but should be deferred till we are in a position to
meet it from our own resources. )

Penny Wise Pound Foolish:—Many of us though parsi-
monius in our daily routine of life, lose all sense of controt
on occasions like a marriage and a ceremonial, and t?ms the
care bestowed in saving the penny is lost in spending 'the
pound.  Some attribute this weakness to individual vanity,
and some to the force of social convention, while others
attribute it to both, Unfortunately, this weakness is to' be
met with not merely in individuals, but even in public bodies.

Public aspect of thrift:—The object of thrift in the case
of an individual is not so much the accumulation of wealth,
as its wise and provident use for himself, his family, and
also the public. No individual in a modern civilised country

can live for himself alone. [p fact, thrift and civilisatlog
came together. Without thrift no progress is possible, an
No country can

progress unless its people play their part
as thrifty citizens. A good citizen 'is he who manages €co-
nomically any concern given to his charge, be it a Mum.m-
pality, a Department of Government or a Co-operative
Society.

Joint effort and Organisation:—
practice of thrift entirely
cannot thrive in fyl] vig
however essential such

In India, we have left the
to individual inclination, But thrift
our if left alone to individual effort,

effort may be. To be effective and
far-reaching, it requires to be supplemented by joint effort.

The thrifty man of the past hid his savings underground,
but the collective effort of the present age appears in the

clubs, saving-banks, life insurance, and the
ur savings to be invested in a remunerative
, in spite of thrift, have often to pay a high
ary services such ag residence,

sale and pur-
ons, and borrowings, though fo

r a productive
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By combination and organisation they can hfalp

o ather o heapening the services, in making collective
cach ?ther m :s tfe,:rms, and in providing against such un-
pargains on e ni)r'l s as sickness, accident or death. Orga.m-
fon.zseen happz fogrr such purposes come under the heading
serons forn}e and they serve the double purpose of help-
f)f coi)pera.t(;(;zrce of waste, and affording facilities for invest-
ing the a‘(;();]so of increasing our earfxi.ng capacity.
me Propaganda:—Mere devising of measures and

Mo O'f ot enough for encouraging thrift to the full
methods Il‘i] } will at the most afford opportunitie? to.tho‘se
oven i tlt'yned towards thrift but wanted facilitxe§ tor. its
;V:;Zt::: mfx:; gressive propaganda is ne};aded tot b;:z‘inm;g

. i rering or have yet s
}ine' th(.)se ‘Vlﬁoizzyil:het;rz? elli-;<egany other virtue, must
inclination. ) an ea;lv age. Thrift clubs in s<':hools for
be taughF fron}:ildren to put by their small savings, fmd
encouragmgj iores for joint purchase of books and station-
school boys' ¢ mmon in European Countries, esp?cxal.ly in
i e V'eIr 4 ti'(:lction is also imparted through stories, 1ll'us-
partn.s hes}.}owntshe thrifty become happy and how the unthrifty
tratin d
becomge miserable in hfe.‘ ton is merely a com-
tion and Thnft:—Co-operan(')n s . ;

.Co-opem avoid all forms of waste in our affairs an _to
bined effort 10 in the interest of the community a.nd of its
eifect. oo bers. Thrift, therefore, is the basns' of Co-
indiwd-ual “"e}rln € c:‘in be no thrift without co-operatlor-n, and
operatlon: ' e:::)ot exist without thrift. Thrift wnth('mt
co-operation bca omes a halting measure. With co-operation
Co'oPeratl?n fefl vigour. Thrift harnessed to co-operation
't grows in llvl tranggform the economic status of a country.
can completely o;t essential, that the young as Well. as the
It is, ther?fore’. r:ve»u as the poor, should practice thrift and
old, the l:lCh asd encourage them among their fellowmen.
Co-:l(‘)}p e';tlt(;; abI:zsis of Co-operation:—The law on Co-opera-

bri

.
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tion in India makes thrift 4 part and parcel of co-operation-
The preamble to the Co-operative Societies’ Act lays down,
“Whereas it ig expedient to facilitate the formation of Co-
operative Societies for the promotion of thrift and Se.lf—
help...... . But in organising and conducting co-operative
societies the idea of thrift, which is the basis of self-belp:
is often placed in the background and is soon lost sight of
to the great detriment of the movement. A credit society
b.egins‘ therefore, to be considered merely as an organisa-
ton for advancing cheap loans, and a co-operative store for
selling articles cheap. That is why we find in many cre.dlt
societies mere borrowing without tixrift, and a store coming
Lo grief when it is found selling articles not cheaper than was

- A, . M c
expected.  Deposits may not come in easily with the mer
1dea of thrift, mong

But if habits of waste are prevented 2
the members o

f a credit society, and if the members of 2
CO-Operative store sufficiently realise the nature of s
caused by the middleman shop-keeper both to thcmselve's
and to the public, the co-operative movement can then o
P(?Ct to march on to success with the standard of thrift boree
high among its followers. ift
Can the poor save:—There is a common belicf that gt €
pos'sible only for the rich, and not for the poor- But t
eXperience of social workers in many countries show® thsr
ﬁ.le poor could be induced to be thrifty more easily th?n :
rich.  The very system of Savings Bank had its origi® ¢
amongst the rich folk, but amongst the poor in the S
the-way parish known as Ruthwell in England. ReV-ngs
thl;nicl?n, the parson of the parish, by working hard a(rlzo
ahl -paid te“_ants of most of the absentee fandlor :lsaﬂ
€ 1o collect ip the bank started by him nearly 2 tho
pounds in the o
vThe poor, hg
\./arious method
life of the peopl

1s

urse of only 4 years. r¢
wever, do not save of their O s O
. . . 1 n

S suited to the different conditi© thrift

€ require to be adopted to make the

wn acc?
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Numerous such methods are adopted in European Countries,
but in India, we have only recently begun to adopt some of
them. We have also to adopt new methods suited to the
conditions of Indian life.

New methods of promoting thrift:—Thrift may take two
forms; the positive, by helping people to earn more than
thev spend, and the negative, by inducing them to spend less
than thev earn. The ordinary co-operative societies are in-
tended to encourage thrift by attracting deposits on the one
hand, and on the other, by advancing loans for productive
purposes. The Producers’ Societies help to increase the earn-
ing capacity of their members, and the sale and supply societ--
ies and the stores seek to minimise the waste caused by the
middleman. Experience, however, has shown that additionat
methods besides these are required for the promotion of
thrift. People of fixed and limited income, such as the salary
carners and wage earners living in urban areas, require to
be schooled systematically in the art of thrift. The Postal
Savings Banks do not afford sufficient facilities to the people
for whom they are meant. Moreover, the system is not
sufficiently popular for lack of adequate propaganda. In the
Punjab, the Co-operative Thrift Societies encourage savings
by paying a higher rate of interest than that obtainable in
the Postal Savings Bank, and carry on a propaganda by
inducing people to join them as members. In 1929 there
were g62 thrift societies with 17,000 members, who together
contributed Rs. 7.73 lakhs. Most of the members, are
schoo! masters, but others such as artisans, clerks, mer-
chants, and even women are among the members. Some of
these societies are formed exclusively of women, their
number being 124, and the total amount contributed by their
members amounted to one lakh. Thrift societies are being
introduced in other Provinces also.

The practice of thrift among the agriculturists must take
the form of collection in kind rather than in cash. In Bengal
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thrift. Every effort must be made to foster that virtue,
which is of the greatest value to the individual and to the

country alike.

CHAPTER VI

CLASSIFICATION OF CO-OPERATIVE SOCIETIES

cation—Variety of methods—Twofold Classi-
roducers’ Co-operation—And as Indus-

1—And also as Urban and Rural

Necessity of Classifi
fication as Consumers’ and P
trial and Agricultural Co-operation
gricultural Co-operation—Classiﬁcation of
the International Institute—The French Classification—Classifica-
operative Act—Credit and Non-Credit Co-

operation—Mr. Fay’s CIassiﬁcation——Proposed New Classification—

of Federations—Classification  of Government  of

or Agricultural and Non-A
tion in the Bombay Co-

Classification

India—Difficulty of Classification.

Necessity of classiﬁcation:-—Classiﬁcation is necessary for
the proper understanding of the subject and also to compre-
hend the scope, functions and limitations of the different
kinds of societies, as these matters assume importance in
the course of higher development of co-operation.

Variety of methods:—Various methods are adopted in
classifying co-operative societies. The otrthodox co-opera-
tors recognized only one class, that of store, and when it
assumed larger proportions comprising even production in
the interest of consumers, they declared Consumers’ Co-
operation as the only system which would comprise the
whole field of co-operation. They asserted that every per-
son Is a consumer, such as of food, clothing and other
things, and that all production is ultimately intended for

consumption or use.

Tawofold classification as
Co-operation:—But producers,
that capacity for preparing g0

Consumers’ and Producers’
who co-operated merely in

ods, not for their own con-
3
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sumption, but for sale in the open market for the best return,
asserted that their organizations should have a distinct place
in the movement.  Hence, a twofold classification was re-
cognized, namely, Consumers’ Co-operation and Producers’
Co-operation.  The main conception of the former is that
the Society 1s made to vield all the comforts to the indivi-
duals, while in the latter the individuals bend their energy
for promoting the interests of the Societv, whereby the indi-
viduals will ultimately be benefited. ' ’

And as Industrial and Agricultural Co-operation:—Later
on, when co-operation for the benefit of agriculturists as-
sumed a place for itself, another twofold classification came
into vogue, viz., I. Industrial Co-operation, which comprised
both Consumers’ and Producers’ Co-operation, and 11. Agri-
cultural Co-operation, which embraced all the activities per-
taining to the farmers’ profession. The building societies
were classed under the former category, and credit was
considered as ancillary to one or other of the main forms.

And also as Urban and Rural, or Agricultural and Non-
Agricultural Co-operation:—It must, however, be remember-
ed that in England both Consumers' and Producers’ Co-
operation being started by industrial workers, Industrial
Co-operation has a definite meaning in that country. In
India, however, co-operation among industrial workers has
scarcely been developed. The co-operative movement in the
urban areas owes its success mainly to the middle class
people. Hence, the corresponding classification adopted in
this country is Rural Co-operation and Urban Co-operation,
or Agricultural and non-Agricultural Co-operation.

Cl‘f-‘s‘.ﬁf““"’" of the International Institute;:—The above
classification was considered as unscientific, being based on

the occupations of the people who resort to co-operation,

and not on the functions the societies perform, or the pur-

pose for which they are formed. There is nothing to pre-
vent persons of any one occupation, or residing in any area,
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from starting socictics generally formed by persons of any
other occupation or residing in any other arca. Classifica-
tion according to function or purpose would take the
following main lines as adopted by the International Insti-
tute of Agriculture: 1. Credit; 2. Production; 3. Purchase;
and 4. Sale. A Socicty may undertake two or more of the
above functions, as for instance, Production and Sale,
which, however, is made a fifth class by the above Institute,
Insurance Socictics mayv be considered as ancillary to one
or the other of the above forms.

The French Classification:—The co-operators in France
led by Prof. Nash adopted a threefold classification of
societies.  The first division is known as Resource, and
comprises socicties whose object is to procure for their mem-
bers the resources necessary for the individual excercise of
their trade or profession.  The resource may be provided in
cash as in the case of credit societies, or in kind as in the
case of sced, manure, implement socicties.  Even Sale
Societivs would come under this class, for they provide mem-
bers with resources in money in exchange for their produce.
There may be industrial resource societies as well as agri-
cultural I'L:SOIJI‘(T(' societies.  The main character of this class
is that the individual rigrhts of members are not atfected by
forming a society.

The sccond class is termed Production, o which members
combine for collective production, not as individuals, but
collectively as a whole. Though this class is generally ap-
plied to industrial production, it also includes collective
farming societics 1o be met with in Ttaly, as well as labour-
ers’ societies formed for the collective disposal of labour
like the Brachianti societies of Italy. The main characteris-
tic of this class is that it aims to do away with private pro-
perty and private ownership. The third division is the
Consumers. All stores necessarily come under it.  Housing
societies would also come under this class. The object of

3°
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the consumers’
ers )
i movement is the gradual collective appro-

priation of 3
production bll ;nueans of exchange of goods as well as their
Y consumers in common and the substitution

of a collectjy
. € metho it "
capitalistic system. d for the existing competitive and the

Class; on ;
Bombayﬁé‘;ifn m.the B{)mbay Co-operative Act:—In the
sification basgzratlve Societies’ Act of 1925, a fivefold clas-
which s g0 poyp " 3Ralysis of Prof. Nash, is adopted
goods or servi(?ego“fsi (r) ReS?UrCe Society (for obtaining
etc.), (2) Prodyce such as credit, seeds, manure, implements
their collective Csrﬁ Society  (for producing goods and for
labour Jike the lgposa% or for the collective disposal of
Sumers’ Society (f raChlax'lt} Societies of Italy), (3) Con-
for performin ¥ or Obtam}ng and distributing goods to Of
(for Providing iierwllc-es for its members, (4) Housing Society
under any of thewebmgS), (s) General Society (not falling
tions of thege Soc.a‘ove four classes). For detailed defini-
leties see Section 3 of the Act.*

* The following ;
(h) (1) Zl?‘g[{éz(the cl‘:‘SSi_f"‘Cation given in the Bombay Act.
object (;f)l:;i)cte .Sf)‘:my" means a society formed with the
)SOYV'ices Tequiz:‘ler:jm[?y tt‘;" its members the credit, goods Of
2) a & Oy em ; .
the Oi;t?gucefrs' Soc"?t)'” means a society formed with
collective r(:) Producing and disposing of goods as the
ormed w"ih gerty "f its members and includes a society
1th the object of the collective disposal of the
m?mber‘s of such society ; ‘th
the object of be Society” means a society formed Wl;
Perfm‘ming eer?/’ lafmng.;md distributing goods 0 orher
consumers. 5 dlces for its members, as well as to ot p
Customers inn of dividing among its members 207
the by-lawg afproportlo,? prescribed by the rules Of" ni
such suppl‘ 0 Su.ch'socmty the profits accruing 10
4) a “Hougiy and (!IS!rlbution; s the
ject of nrg §°F’C‘Y_" means a society formed with tseS
on c(mdit;(l;)novldmg its members with dwelling hot
5) a “Generﬂs qto be determined by its by-laws; der
any of the‘f D0Ciety”” means a society not falling unt
he egistrar our classes above-mentioned.
of the above ;adSha“ d‘?““}’ all societies under one OfF other
society form Za".d his decision shall be final. .
ed with the object of facilitating the operat!

(3) a “Consume

ons
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Credit and Non-credit Co-operation:—Co-operation in
India began with the formatiqn of Credit Societies only, and
when other forms were introduced later on, a distinction
began to be made between Credit Co-operation and Non-
credit Co-operation. But this distinction does not afford a
good basis for classification.

Mr. Fay’s Classification:—Mr. C. R. Fay in his Co-
operation at Home and Abroad has adopted the following
classification: I. Co-operative Banks, II. Co-operative Agri-
cultural Societies, III. Co-operative Workers’ Societies,
1V. Co-operative Stores. Though this is an improvement
on the older classification, it is not sufficiently compre-
hensive.

Proposed New Classification:—The twofold division of the
English Co-operation is made a basis of classification by the
authors of ‘“Co-operation in Many Lands’’ by making func-
tion as the determining principle. The main division accord-
ing to them would be, not Producers’ Co-operation and
Consumers’ Co-operation, nor Productive Co-operation and
Distributive Co-operation, as some say, but I. Co-operation
for Production and II. Co-operation for Consumption. All
other forms are brought by the authors under this twofold
division as follows:—

I. CO-OPERATION FOR PRODUCTION

A. For Production of Goods:
1. Associations of Producers to produce co-operatively :
(a) Raw Materials (This includes co-operative farm-
ing).
(b) Finished Materials, e. g. sclf-governing workshops.
2. Association of Producers to sell co-operatively, the
production being undertaken by individuals: —
of any one of the above classes of societics shall be classified as
a society of that class. . )
A list of all such societies so classified shall be published
annually in the Bombay Government Gazette.



(a) Raw Materials, e. g. grain, eggs, live stock, fruit,
etc.

(b) Conversion of raw materials and sale of finished
goods, e. g. creameries.

(c) Finished Materials, e. g. for co-operative sale of
home industries.

3. Association of Consumers to own the means of pro-
ducing raw material, e. g. the productive department
of the stores and of their federations.

4. Associations of Consumers to own the means of pro-
ducing raw material, as in the case of the two Whole-
sale Societies of Great Britain owning land for that
purpose.

B. For Production of Services, e. g. Co-operative News-
paper Printing Societies.

I1. CO-OPERATION FOR CONSUMPTIO\I
A. For Consumption of Goods:
. Domestic requirements (the stores proper).
2. Trade requirements: :
(a) of producers of raw material (e. g. agriculturists).
(b) of producers of finished materials, e. g. leather by

boot-makers. .

(c) of services, ¢. g. co-operative purchase of cabs by
cab-drivers.
B. For Consumption of Services:
1. Credit:
(a) Personal—Long-term and Short-term.
(b) Real or Mortgage, e. g. Landschaften.
(c) Building Societies (of English type which merely
supply credit).
2. Insurance: (a) of crops, (b) of live stock, (c) of person
and property.
3. Domestic Services:
(a) Housing (Tenant Co-partnership type).

(b) Electric Supply;
(c) Telephone;
{(d) Laundries.

Classification of Federations:—Federations of Societies
would fall under the above headings appropriate to them.
A separate classification may, however, be adopted to indi-
cate the stages of organization as follows:

I. Primary Societies.

I1. Federations:

1. For Organization, Supervision and Propaganda, e. g.
Unions, Institutes, etc.

2. For Credit (e. g. Banking Unions, Central Banks
known in some parts of India as District Banks to
distinguish them from Provincial Banks).

3. For Trade (e. g. Wholesale Society for supply or for
sale).

4. For combining any two or more of the above func-
tions.

A primary Society is made of individuals and a Federa-
tion of primaries only. But in practice individuals are also
admitted as members of most Federations. The smaller or
local Federations may in their turn join together to form
higher stages, e. g. local Unions into District Federations,
and the latter into Provincial Unions, these again into a
National Union. The same can be the case with Wholesales
for trade and with Banks. Of late International Organiza-
tions are also being formed.

Classification of Government of India:—The Government
of India have prescribed the following classification for pur-
poses of Annual Returns:

I. Central Banks.

I1. Primary Societies.

III. Unions.

Difficulty of Classification:—From the above it will be
seen that Co-operative Societies are classified from different
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joints of view. A classification to be perfect should be
wccurate and not overlapping, and should clearly indicate
he function and purpose of each class. Such a classifica-
ion is rendered difficult by the fact that a Society which is
yriginally intended to perform one function is sometimes
nade to perform an additional function due to various cir-
:umstances. In such cases, however, the Society may be
slassed under the main or primary function which it per-
orms. Whatever may be the difficulties, a classification is
lesirable in the interest of the movement itself. On the
~hole, the classification given in the Bombay Act seems to
sc simple and sufficiently clastic for all practical purposes.

CHAPTER VII

CO-OPERATIVE LAW: MAIN PRINCIPLES
OF EUROPEAN AND INDIAN LAW

Friendly Societies” Acts—Industrial and Provident Societies” Acts—
Bui'ding Societies’ Acts—Co-operative Laws of other European
countries—Indian Acts—Nicholson’s Bill—Rights and Obligations
of Registration—What Societies can be registered under the Euro-
bean and Indian Acts—Prevention of Capitalism—Relations be-

tween members and Society—Penalties—Privileges.

Friendly Societies” Acts:—Special laws are enacted in all
the. European Countries and America to safeguard popular
th“fF’ providence and credit. The earliest act which helped
to lee some sort of legal status to associations formed by
working classes in England is the Friendly Societies’ Act
of England. This was first passed in the year 1793 and
after a series of subsequent enactments, it has taken its
Presen‘t shape after the latest Consolidating Act was €n-
acted in 18g6.

At first, only the Friendly Societies formed for thrift and
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providence by the working classes for pooling their small
collections for friendly relief on occasions of sickness, un-
cmployment, death, etc., were registered under it. Soci-
cties formed for trading purposes, like stores or producers’
societies, could not be registered under it.  'With the efforts
of their legal friends, a clause was added to that Act in 1846
by enlarging its ‘‘frugal investment” clause to the effect,
“for the frugal investment of the savings of the members
for better enabling them to purchase food, etc.”” But Soci-
eties registered under it could only deal with members and
could not sell to others, a formidable obstacle in the case of
producers’ societies.

Industrial and Provident Societies’ Acts:—By the combin-
ed efforts of the co-operators and the Christian Socialists, the
first Industrial and Provident Societies’ Act was passed in
1852, authorising the formation of co-operative societies
and giving all the advantages obtainable under the Friendly
Societies’ Act. The amending Act of 1855 enabled societies
to hire or purchase land, and in 1862 it was completely re-
cast and a new Act was passed. This Act allowed limited
liability ; and trade could be carried on, except mining and
banking, the profits could be applied for any purpose per-
mitted by law, a member could invest in a society up to
4200, and for the first time, the certificate of registration
constituted the society a corporate body, and shares of one
registered society could be purchased by another registered
society, but to the extent of £z00 only. This last limitation
was removed by the Act of 1867 which also brought the
working of mines and quarries within the authorised pur-
poses. Another amending Act of 1871 allowed societies to
erect cottages and other buildings and to buy and sell them,
and advance money on mortgage and other securities. By
the Act of 1876, the societies were allowed to undertake
Banking, in which case, however, the shares should not be
withdrawable. The whole law on the subject was consoli-
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dated by the Industrial Provident Societies’ Act of 1893,
which now regulates all the Co-operative Societies.

Building Societies’ Acts:—Though Building Societies have
not been accorded a definite place in the co-operative move-
ment of England, it may be mentioned that they are govern-
ed by a different set of Acts, the first being passed in 1836,
before which the societies were being registered under the
Friendly Societies” Act. The latest Act on the subject is
that of 1874 as amended by the Act of 1894. Tenant Co-
partnership societies are, however, being registered under
the Industrial Provident Societies’ Act.

Co-operative Laws of other European Countries:—The Co-
operative Law of Germany dates from 1867 which prescribed
unlimited liability, and the present law of 1889 allows limited
liability, but restricts transactions with outsiders, with the
result that even stores cannot sell to non-members. In Italy,
co-operative societies are regulated by a special section of
the Commercial Code, but makes regulations concerning
them. In Denmark and France there is no special Co-
operative Legislation, and Co-operative Societies fall under
the provisions applying to ordinary business concerns. In
Ireland, the Raiffeisen types of credit societies organised
by‘ L A 0. S. are still registered under the Friendly Soci-
eties’ Act of 1896, as the Industrial and Provident Societies’
Acts do not allow unlimited liability, being devised mainly
to meet the requirements of town people, and not of agri-
cultural communities.

Indian Acts:—In India, the first enactment on the subject
Was Act X of 1904, based on the English Friendly Societies’
ACt. of 1896, and provided for only credit societies being
l:cgtlsltfr:fd Iunder it.’ Next came t'he‘Co-operative Societifes;
credit bein912’ Vrhnch allowed sometlt?s other than those °

& registered, and one society to hold shares in

another, thyg allowing higher storeys of the co-operative
structure to be buijlt up.
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Nicholson’s Bill:—It may be noted that the draft bill pre-
pared by Sir Frederick Nicholson was intende'd to be an
amending part of the Indian Companies’ Act with separate
chapters as follows: —

Chapter I Definitions. - _

Chapter 1I Joint Stock Banks, providing safeguards on

the then existing laws.

Chapter III Co-operative Societies.

Chapter IV Savings Banks. o

Chapter V Agricultural Associations.

Chapter VI Land Improvement Banks. .

He also made certain suggestions regarding t’he law re-
lating to Bills of Sale, Usury law, Mf)ney-ler.lders .acc‘ounts,
and privileges and exemptions fav‘ourm.g agrlculturls‘ts. i

Rights and Obligations of Registration:—The mz;fn va‘ug
of registration is the acquisition of a legal personality w1}t1
perpetual succession with certain aFte.r1d=;1nt ad‘vantaies-—'t h(i
right of representation by the s.ocxetles ofﬁcxals., t.e rig
to hold property and to enter ‘mto (':ont’racts, 1nst‘1tute-or
defend suits (Sec. 18). The main obligation of reglstratxﬁn'
is the keeping of proper books and the pfesentme.nt annually
of a correct balance sheet to the authority appointed u.nde:r
the Act who is known as the Registrar. T'he law‘, Whlle‘lt
gives encouragement to every co-operative ‘ effort, dlls(;
courages concerns of other nature from entering the fie
(Si(;hilt):gocieties can be registered under the European anfl
Indian Acts:—Taking the European La‘w as a whole,. ahso.Cl-
ety registered under it must have a busxr'less purpose; thus a
mlxtual aid society like the Friendly Somety' ora phllant}’fro-
pic society has no place under it.' The Indian Ijaw requires
only the [;romotion of the economic interests (?f its n"nembers.
and thus a mutual insurance socn?t}f or a thrift society, and
even a philanthropic society, if it is mtem%ed to promote eco-
nomic interests, can be registered under 1it.
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Prevention of Capitalism:—Various provisions are added
to the Acts to prevent capitalist interests from prevailing.
The English and the Italian Laws limit the share-
holding of a member to £200, and Indian Act to Rs. 1,000
(Sec. 5 b). The Bombay Act has raised this limit to R,
3,000. The German Law, being framed with a view to en-
courage banking, lays no such limit on shareholding, though
sums above a certain limit are generally held in deposit.
In Germany, stress is laid on open membership and -the
conduct of the business of the members in common. In all
countries, speculation is prevented by making the capital
of the society variable so that members may add to it from
time to time. The shares are not transferable to non-mem-
bers, except in England, where the object is attained by
open membership and by the power given to the Committee
to issue shares at par when it so desires. All Co-operative
Societies make the value of their shares as small as possible
to bring them within the reach of the poor, though there is
no express provision to that effect in any Act. On the other
hand, members are free to withdraw at any time after giving
notice, and to get back a refund of their shares. In France,
the repayment is made by instalments to minimise the in-
convenience to the society. In England, a member may with-
draw all or any of his shares above the minimum required
for membership.

Relations between members and Society:—The relations
between the members and the Society are personal and
not capitalistic. In every country, socicties are free through
their committees, to refuse admission to gny individual they
may deem proper to exclude without assigning reasons, and
they in their rules lay down certain conditions which restrict
the classes of persons who may join, or the place from which
members may be drawn. The minimum number of members
l'eql‘lired to form a society in European countries is 7, and in
India 10. One of the most effective weapons of co-operative
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control on the continent of Europe is an obligation upon
members, enforced by fine, to conduct all or a given per-
centage of their custom exclusively through the society for
a given number of years. But it seems doubtful whether
this would hold in English law; and at any rate it has been
objected to on this score by the Registrar in the case of
Irish dairies and supply societies. It is, however, certainly
legal in England to insert a provision in the rules that any
member not giving his trade to the society may be expelled
and paid off. In the model rules of the British stores, there
is a clause to the effect that any general meeting may fix
an amount which every member shall be required to purchase
from the society, and that if he fails to do so, he shall be
paid off and cease to be a member. - .

Penalties:—The laws of all the countries provide penalties
for disobedience or negligence of certain precautionary
measures prescribed in the Acts. They are a’malogous to
those provided in the Indian Companies’ Act. They are ab-
sent in the Indian Co-operative Act of 1912, because it was
felt that they are premature at this stage.of the movement.
Provision for penalties is, however, made in a modified form
in the Bombay Act (VII of 1925). . .

Privileges:—Certain privileges are given tO.CO-Operat.lve
societies in all countries, and are also provided in the Infilan
Act including that of Bombay. These may be classx'ﬁed
under fiscal, legal and executive, and may be summarised
as follows: ' ‘ '

(a) Societies are exempt from fees for their registration;
(b) from stamp duties, which, however, a're le\{xed in some
countries on a reduced scale; (c) from reglst.ratzon fees; (d)
exemption of profits of the societies fr‘om'mcome:tax;. (e)
members are given the power of nc.)mmatmg thfnr heirs;
() transmission of shares and deposits to the heirs of de-
ceased members is free from duty and is allowed to be‘ made
by Committee of management without the intervention of
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the Courts; {(g) priority of societies’ claims; (h) settlement
of disputes without the intervention of courts; (i) facilities
regarding legal procedure so as to provide cheap and speedy
methods; (j) exemption from the operation of certain Acts,
such as those governing trading companies.

CHAPTER VIII
THE LAW OF LIABIL‘ITY

Liability of an Association, Company or Society—Beginnings of
Limited Liability—Difficulties of earlier Societies—Limited and
Unlimited Liability—Liability limited by shares or by guarantee—
Proportionate Liability—Use of the word ‘‘Limited”’—Unlimited
Liability of Directors—Incidence of Unlimited Liability—Liability
of past and deceased members—In other countries—Liability of

Debtors to the Society—Joint and Several Liability.

Liability of an Association, Company or Society:—The
principle of law for a long time had been that the
members of an association or company formed for business
were personally liable for its debts and obligations. The
earliest companies in England which obtained for their
members freedom from personal liability were the Chartered
Companies formed by the Charter granted by the Crown,
e. g., the East India Company (1600), the Bank of England
(1674), etc.; the latest under this class being the P. & O-.
Steam Navigation Company (1840). Another class of joint-
stock companies known as Public Companies are formed by
a special Act of Parliament, for carrying on works of public
utility, such as Railways, cannals, docks, tramways; etc. In
India such companies are formed by special acts of legisla-
ture. They, too, enjoy freedom from personal liability for
their members,

. B.eiginm'ngs of Limited Liability:—The principle of limited
liability in the case of ordinary joint-stock companies was
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first introduced in France. It was introduced in England
.for the first time by the Limited Liability Act of 1855, but
1t excluded Banking and Insurance Companies. It was
copied in India by the first Companies’ Act (XIX of 1857).
Banking Companies in England were allowed limited liabi-
lity in 18357, and in India in 1860, by the Joint-Stock Banks
Act (VII of 1860). The Companies’ Laws were for the first
time consolidated in England in 1862 and in India in 1866. *
*Limited liability was allowed in the case of Co-operative
Societies in England not by the first Act of 1852, but by
the second Industrial and Provident Societies’ Act of 1862.
In Germany it was allowed by the Act of 1889.

Difficulties of earlier societies:—These dates are important
in understanding the difficulties of the earlier Co-operative
Stores of England which stood in need of limited liability,
but could not obtain it under the law, and the reason why
even the Urban Banks of Schulze Delitzsch were based on
unlimited lability for a long time; and why they showed par-
tiality for unlimited liability even after 1889 till the national
convention of these societies in Germany in 1894 passed a
resolution favouring limited liability. The Raiffeisen soci-
eties, however, still continue to be of unlimited liability, as
they consider their strength to lie in that form of liability.

Limited and Unlimited Liability:—In most countries liabi-
lity of members may be either limited or unlimited, according
to the form adopted by the society. Under the English
Acts, societies have ipso facto a limited liability, not only
of stores and producers’ societies registered under the Indus-
trial and Provident Societies’ Act, but also of Building Soci-
eties registered under the Building Societies’ Act. The
Friendly Societies, registered under the Friendly Soci-
eties’ Act, are not restricted to any specific form of liabi-

* The latest Indjan Companies’ Act is VII of 1913, which repeals
the previous Act VI of 1882, and is based on the latest English

Act of 1g08.
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of the COm ., .
OPeratiye Inpjmes Act of 1913). On this analog:y a Co-
Teed no¢ ad; Itute or Federatlo.n formed for education, etc.,
Hlimiteg the"‘vord Lt(.i' to its name.

at UndA labz{zty of l')zrectors:——-lt may furtl'ler. l?e noted
ompan er th(? (-JOmpzllmes’ Act, th?ugh the !lab]hty' o-f a
liabiji, Y be limited, it may hafre dl‘rectors-thh unlimited
. 191 ) g (_Sf{C- 70 and 71 of Indian (,ompame_s’ Act VII of
an 3)- Similar provision may also be made in the case of
¥ Co-operative Society registered in India, if it so desires.
.Incidﬂflce of Unlimited Liability:—In the case of a society
With unlimited liability, every member of it is personally
liable ¢ pay its debts to the full extent of his assets, and
the Jiability extends not merely to the debts incurred after
ﬂ’}e entry of such member, but to those incurred previous to
his entry. This liability is joint and several, i. e. any one
Or more of the members may be sued jointly or severally.
Ordinarily, the debts of a society would be paid out of its
assets. It is only when such assets are insufficient the
Question of personal liability comes in. But even then, the
creditor cannot sue the individual members as such. When
a society is unable to pay its debts, any one of the creditors
has to apply to the Registrar to inquire into or inspect its
affairs, and if that Officer is satisfied about its insolvent
condition, he cancels the society and appoints a Receiver.
The Receiver then registers all the claims of the creditors
against the society, collects all its assets, and if they are

found insufficient, he proceeds to collect further amounts

from the members individually. It is at this stage that the

question of personal liability comes in. Even then, the Recei-
ver would not collect the required amount from any parti-
cular member or members, but would collect from all the
members pro-rata, i. e., in equal proportion. If any of the
members are unable to make the contribution, the Receiver
would proceed to recover the balance from the remaining

‘members, also pro-rata.
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Liability of past and deceased members:—If any person
has ceased to be a member of a society or has died, the
liability of the former for the debts of the society, as they
existed at the time when he ceased to be a member, continues
for a period of two years from the date of his ceasing to be
a member; and the estate of a deceased member is similarly
liable for a period of one year from the date of his decease,
(Secs. 23 and 24 of the Indian Co-op. Act, and Secs. 28 and
29 of the Bombay Act). The liability mentioned in these
two sections, comes into operation only after the society is
wound up and not before, though the point has not been ex-
pressly stated in the Sections.

In other Countries:—In Germany, there are two kinds of
Unlimited Liabilities, one being of the kind described above.
In the other form, the creditors, after endeavouring to satisfy
their claims for its assets, can proceed against any of the
members, leaving the latter to recover from the liquidating
trustee. This form is a survival of the law of 1867, and is
not very common now. In Italy, there is another form of
unlimited liability in which each member may be liable to a
proportion of the total liability, say, one-thirtieth of the
Societies’ debts, as may be provided in the rules of the
society. In France, societies may be registered under the
Civil Code or the Commercial Code. Under the former the
societies must deal with members only, but if they deal
with third parties, the liability becomes unlimited, unless at
each transaction such parties are told that the societies’
liability is limited. Under the Commercial Code, there are
three classes of liability, one has unlimited liability, the
second has unlimited lability for directors and limited
for the members, and the third has limited liability.

.Liability of Debtors to the Society:—We have so far dealt
with the liability of a society, i. e. the liability of members
for the debts due by the society, and the question of that
liability comes in only after the society is cancelled and 2
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liquidator is appointed. In the case of a debt due to the
society, the latter has the right to enferce its payment on its
becoming due, and the limitations mentioned in the above
sections (23 and 24 of India Act, or Secs. 28 and 29 of the
Bombay Act) do not apply to the case. The liability in the
case of past members or in the case of an estate of the de-
ceased member is governed, just as in the case of continuing
members, by the ordinary law of limitation, which is three
years.

Joint and Several Liability:—In the case of a debt due by
a member secured by sureties, the liability of that member
and his sureties is joint and several, i. e. the society may en-
force the payment of the debt against any one or more or
all of them. Though the agreement may not have described
the liability as joint and several, yet under Sec. 43 of the
Indian Contract Act, even a joint liability can be treated
as joint and several. Rule 6 of Order 1 of the Civil Pro-
cedure Code of 1908 also re-iterates this principle. Under
the Common Law of England, a distinction is made between
Joint Liability and the Liability which is Joint and Several,
but no such distinction is made in the Indian Statute Law.
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THE INDIAN CO-OPERATIVE LAW

Effect of C.ompam'es‘ Acts—Prohibition of formation of Associations
for Banking or Gain—Charitable Societies’ Act—Effect of the
Prohibition—Act X of rgog—Act Il of 1912—Bombay Co-operative
Societies’ Act VII of 1925—Comparison of the English and other
European Acts—Further distinction—MAIN FEATURES OF THE
BOMBAY ACT—Classification of Societies—Limit of Shareholding
raised—Statutory obligation to hold a general meeting—Change of
name—Amalgamation or Transfer of Societies—Principle of one
member one vote—Power of the Auditor to summon—First charge
of @ Society against a member’s crops—Copies of entries in books of
accounts as evidence—Transactions with Non-Members—Limitation
on Dividend—Clear provision regarding the Reserve—Restriction on
Distribution of Profits—Promotion of Provident Fund—Contribu-
tion to Charitable Purposes—Recognition of the Provincial Co-
operative Institute—A better system of Liquidation Procedure—
Power given to the Registrar to assess damages—Restriction on
disposal of surplus assets~—Power to attach before judgment—
Procedure regarding arbitration—Power to enforce attendance—Re-
covery of dues through Revenue Courts—Offences under the Act—
Appeals—Revisional Powers—Branches of a Society—Notice of a
suit against a Sociely.

Effect of Companies’ Acts:—The first question that may
arise is, if co-operative societies in European Countries could
be started before any Act of legislature was passed, why
could not a similar course be adopted in this country? The
answer is simple. In Europe, the societies that were started
before the enactment of the Companies’ Laws somehow pull-
ed on, though in a precarious condition. But after the
tnfictment. of those laws, no society could be started without
being registered under some Act, for otherwise its existence
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would be illegal under the Companies’ Laws. Similar legis-
lation known as the Indian Companies’ Act was first enacted
in India in the year 1857, and underwent changes from time
to time, the law now in force being Act VII of 1913, replac-
ing Act VI of 1882. All these Acts, based on the English
Companies’ Acts lay down the same restrictions against an
unregistered society.

Prohibition of formation of Associations for Banking or
Gain:—Sec. 4 of the Indian Companies Act lays down that
“no Company, Association or Partnership consisting of
more than ten persons shall be formed for the purpose of
carrying on the business of banking unless it is regis'tef-ed
as a Company under this Act, and no Company, Association
or Partnership consisting of more than twenty persons shall
be formed for the purpose of carrying on any other business
that has for its purpose the acquisition of gain unless it is
registered under this Act or formed in pursuance of some
other Act or of Letters Patent”’.

Chavitable Societies” Act:—There is another Act in India,
known as the Societies’ Registration Act, No. XXI of 1860,
generally known as Charitable Societies’ Act', which allowed
societies to be registered under it. But it contemplates
only the registration of societies for educationfil, charitable
or scientific purposes or those for the promotion c.>f kno“f'
ledge, fine arts, education and the like. Cojoperatlve SOC.I-
eties, which have for their object the promotion of economic
welfare of their members, cannot come under the Act. N

Effect of the Prohibition:—In view of .the above provision
in the Act, no co-operative Societies, which have banking or
other business for their object, could be started without re-
gistration, unless they are registered under the Companies’
Act. An unregistered society would have no legal status and
cannot enter into valid contracts. Moreover, the provisions of
the Companies’ Act consisting of 290 sections, are very
elaborate and complicated, and cannot be understood by
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ordinary men without the assistance and advice of lawyers.
The procedure under the Act is also very cumbrous and
costly.

det X of 1904:—It was with the object of overcoming
these difficulties and of promoting and facilitating the for-
mation of co-operative societies in this country, that the
Co-operative Credit Societies Act (X of 1904) was passed.*
It was a very simple piece of legislation consisting only of
29 sections. The main features of the Act are that it allow-
ed only credit societies to be formed, divided into two
classes known as rural and urban, the former to be of un-
limited liability and the latter being free to accept limited
or unlimited liability. Both kinds of societies were author-
ised to accept deposits and loans and could advance loans
to members and, by permission of the Registrar, to other
registered societies. Urban societies were permitted to pay
dividend on shares after carrying 25 per cent. of the profits
to the reserve, while all the profits of the rural societies were
to be carried to the reserve, though after the reserve has
accumulated to the proportion allowed by the by-laws, pro-
fits to the extent of three-fourths could be distributed to
members as bonus with the special permission of Govern-
ment. It authorised the local Government in each Province
to appoint a Registrar to whom the Act assigned the work
of registration of societies, their audit, inspection, cancel-
lation and liquidation. Though a number of credit societies
were registered under it, the Act was found to be too limited
in its scope as it did not allow the formation of societies
other than of credit, nor of the higher stages of co-
operation.

Act 11 of 1912:—To remove these difhiculties, Act Il of

* See Statement of Objects and Reasons—Gazette of India, 1903,

V, p. 520; Report of Select Committee, ibid of 1904, p. 65;

and Proceedings in Council, ibid Pt. VI of 1903, pp. 170, 191, and
of 1904, pp. 16, 22 and 2§1.
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1g12* was passed, comprising 50 sections, replacing the
former Act. The new Act allowed the formation of Central
Banks and Unions with primary societies as their members,
and of societies for production, distributio?, 'and' for various
other purposes besides credit. The old dl‘stmctlon })etwee.n
rural and urban societies was done away with, as be‘:m'g arn-
ficial and inconvenient, substituting ’.there'for a 'dlétlnctlon
based on the character of a society’s ll?bnhty.as. llmxtfad .a.nd
unlimited ; the distribution of profits in unhfmted hz}bnhty
societies was allowed with the gener:ell or special sar?ctlon of
Local Government; authority was given to the Registrar to
delegate some of his powers to’others; and- t@e use .of the
word ‘‘Co-operative’’ was restricted to societies reglste'red
under the Act; it also prohibited other concerns from addmg
that word to their name or title. Both the Acts‘ exen;pzi
registered co-operative societies from the operation of the
ies’ Act.

CO;OF:;Z;?S Co-operative Societies’ Act‘ 2414 of'1925:-—}—1\.)\/};3]n
co-operation became 2 transferred subject, fallm'gd within Se
scope of provincial legislature, the Bomba.y'Pres:()enScy t;.)a[s] -
ed a separate Act of its own, comprising ;, ecllocs,
embodying the various suggestions mad‘e by t e loca ;)(;
operative Conferences, the Clo-operatllve Insfmiitc;) 1a
others. T The main features of this :\ctlwxll be notfce Aeto\\z;/i
Burma also passed a separate Act of its own, being Ac

of 1927 comprising 52 Sections.

jects Reasons—Gazette of India, 1911,
" e \S]mtemesn‘t ]gip(:xijegftbszlzgt Committ?e, ibid, 1912 p. 7. (I"ro;
itédin’gsp.ing Council, iléid of 1911, Pt. VI, pp. 186, 679, and o
1912, pp- 3. 31, and 256. 1 No. 3 l
T Qe?: Statement of Objects and Reasons \c})n Bull2 .Vﬁ.e‘(()zyogfseazct
T Bombay Govt. Gazette of 1924, Pt. V, p. 32; ep fect
in Bombay ibid pp- 108, 145, 149- Proceedings in Counci
Committee, of the Bill, Legislative Council Debates, 1924,
Consideration to 387. Discussion on Select Committee’s
o Xn’;;'gp.\’cﬁ:w)(lll, PP- 415-421; Discussipn of the Second
'gggg::’ olf 1Select Committee, ibid 1925, Vol. XV, pp. 322-381 and
424 to 508; and third reading, pp. 697-8 (29-7-1925).
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Comparison of the English and other European Acts:—
The Indian Acts are less rigid and more elastic than the
corresponding English or other European Acts, due to the
fact that there was no local experience of co-operation to
guide the framers of the Acts, and the fact that the people
for whose benefit they were enacted are mostly illiterate.
They were made as simple as possible, allowing Local Gov-
ernments to frame rules under them to supplement their
provisions. Sec. 43 of the later India Act (see correspond-
ing Sec. 71 of the Bombay Act) lays down the purposes for
which such rules can be framed. These rules, when publish-
ed in the local official Gazette, have the force of law. The
Bombay Act requires such rules to be placed on the table of
the Legislative Council one month previous to the Session.
These rules are capable of being changed expeditiously from
time to time, without the cumbrous procedure required to
change any Sections of the Act. The main principles are
embodied in the Act, the Rules being confined to details of
procedure within the matters circumscribed by the Section
authorising the framing of the rules. The Act together with
the Rules made thereunder form the Co-operative Law in
India.

Further distinction:—The Co-operative Acts in India are
mainly based upon the Friendly Societies Act of England,
but the former give to societies registered under them the
status of a corporate body, while the latter does not. In
this and in some other respects the Indian Acts follow the
English Industrial and Provident Societies’ Act. On the
other hand, the Indian Acts allow both limited and unlimited
liability, while the latter Act (I. & P. Societies Act) allows
only limited liability. In both the English Acts, the societies
have to approach the Court in certain matters, as in the
case of the Companies’ Acts, but under the Co-operative
Acts of India, the Registrar is the adjudicating authority in
almost all such matters, societies being thus kept out of the
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jurisdiction of the Civil Courts.  The acco
society are to be audited by the Registrar o
every 'year, including the valuation oi: assets an('i ,
The Registrar is also given consndex:ab'le dxscretlf)nary
powers regarding the registration of so.cxetles‘ and th_elr by-
laws, their inspection, inquiry into their affairs, their can-
cellation and liquidation. .

Important features of the Bombay /‘1ct:——The 1mp'ortz‘mt
features of the Bombay Act are, that it makes a scientific
classification of societies, it has improved the pl:ocedure of
liquidation, it makes provision for the execution of the
orders of the liquidator and arbitrator.throug.h.revenue
officers, and penalises certain breaches of its provisions.

The following are the main features of the Bombay Act: —

Classification of Societies:—Sec. 3, Cl (h) lays do?vn a
distinct classification of the various societies whose objects,
functions, needs, and methods are different. .

Limit of Shareholding raised:—Sec. 6, cl. (b) raises the
limit of shareholding by a member to Rs. 3,000, and in the
case of a housing society to Rs. 10,000. .

Statutory obligation to hold a General Meeting:—Sec. 12
makes it obligatory on every society to hold the Annual
General Meeting within 3 months of tht? close of the ann'ual
accounts, and Sec. 13 to hold a Sp.et.:n.al General Meeting
within one month of the date of requisition. .

Change of name:—Sec. 14 allow's a society tf).c.hange its.
name without affecting its status, rxght.s or liabilities. .

Amalgamation or Transfer of Socmeties:—Sec_. 15 lays
down conditions under which two or more 5901etxes can be
amalgamated, or any society may transfer its assets and
liabilities to another society.

Principle of one member one Tote:—St.?c. 18 lz%ys dow'n.
that one member shall have only one vote irrespective of his
interest in the society. .

Power of the Auditor to summon:—Sec. 22, cl. (4) gives
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power to the Auditor to summon any officer or servant or
‘member of a society to give information or to produce any
book, document or cash of the society. Disobedience is
made punishable with a fine of Rs. 50 under Sec. 6o.

First charge of a Society against a member’s crops:—
Sec. 24 creates a first charge against the crops raised by a
member with a loan taken from the society. Sec. 19 of Act
of 1912 created only a prior claim in that respect.

Copies of entries in books of account as evidence:—Sec.
31 allows societies to produce copies of entries in their books
in a Court without the originals being produced. This is
a privilege enjoyed by joint-stock banks.

Transactions with Non-members:—Sec. 36 allows Con-
sumers’, Producers’, and Housing Societies to have trans-
actions with non-members to the extent permitted by their
by-laws. Under Sec. 31 of Act IT of 1912, such transactions
could be restricted and controlled by Rules made under the
Act.

Limitation on Dividend:—Sec. 38 limits the dividend pay-
able to members in the case of all societies to 10 p. ¢. By
Rule 20 made under the India Act, dividend was limited tc
12} p. c. and further limited it to 9% p. c. until the reserve
fund of a society exceeded one-quarter of its subscribed
capital.

Clear Provision regarding the Reserve:—Sec. 39 requires
every Resource and Producers’ Society to carry each yeai
to the reserve at least 1th of the net profits, and in the cas¢
of other societies at least 1/10th of them. And it further
allows the use of the reserve in the business of the society
and with the sanction of Government the use of a part of i
for some public purpose, to promote the objects of the Ac
or for some purposes of provincial or local interest.

Restriction on Distribution of Profits:—Sec. 40 prohibit:
the distribution of profits, except to the extent and under the
conditions prescribed by the Rules or by the By-laws o
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a society, and prohibits any such distribution in the case of
a Resource Society of unlimited liability without the order
of Government, and for 10 years if such a society is formed
on the basis of shares.

Promotion of a Provident F und:—Sec. 41 enables a soci-
ety to form a provident fund for its members and to contri-
bute to it from its net profits, but no part of such fund is to
be considered as an asset of the society. The provisions of
Sec. 26 prohibiting attachment of a member’s interest in a
society are also made applicable to the provident fund
created under this Section.

Contribution to Charitable purposes:—Sec. 42 enables a
society to contribute up to 20 p. C. of its net profits to
charitable, public or co-operative purposes with the ap'proval
of the Co-operative Institute. Sec. 34 of the ?ndla Act
allows only 10 p. c. of the net profits to be so.contnbu.ted.

Recognition of the Provincial Co-opem.twe Instztute':—
Sec. 42 requires the approval of the Institute for .makmg
contributions to charitable purposes; Sec. 52 recognises the
Institute as one of the objects for which the surplus assets
of a liquidated society may be applied; and S'ec. 52 requires
one of the three persons authorised to administer the as.sets
of a housing society, while being wound up, to be a nominee
of the Institute. o

A better system of Liquidation Procedure:—The hquxdfitor
appointed under Sec. 50 has larger powers than were given
by Sec. 42z of the Act of 1912, such as to pay any class of
creditors in full, to make a compromise, to get dlSpL.lteS re-
ferred to arbitration, to carry the business of the society for
the benefit of winding up- )

Power given to the Registrar fo Ass_ess Damages:—
Sec. 50A gives power to the Registrar in ‘the course of
winding up of a society to asS€ss damages agflmst delmque.nt
promoters. An appeal to Government against the Regis-

trar’s order is provided by Sec. 64.
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" Restnct.ionlon 'disposal of Surplus Assets:—Sec. 52 prohi-
a:]SO rt)l;ei:!;srt;nbu:on of surp1u§ assets of a cancelled society
e descriimd ers, and requires them to be devoted to an
ovject desert Z .m t!me By-laws, and when no object is so
e ,g ener:l) ob]eFt of public utility determined by the
soclety’s ¢ meeting and approved by the Registrar as
indicated in the Section. If the society wound up be a hous-
Lng socnety: Sec. 53 requires the assets to be administered
y a comm_nttee of three, one of whom shall be the nominee
of the Registrar, one the nominee of the Co-operative Insti-
tute, and the third of the society concerned ° v
Ari?::)::o t’o. acttach before judgment:—Sec. 55 gives tO the
A Wh;rc; ourtf power to attach property before judg-
P ’ was (.)rmerly.exercised only by Civil Courts.
roce .ur‘e regarding Arbitration:—Sec. 54 gives the power
of appfnntlng an arbitrator, which under the Act of 1912
was given by a rule made under Sec. 43 ] ) .

. Only minor
details are relegated to the Rules :

. Sec. 56 provides for
appeals against the decision of an arbitratgr, I:\nd Sec. 57

mak ..
. ; iszsthte}:] appellate decision final. If the Registrar himself
e case, an I
Sec. 64. ' appeal will lie to Government under
ReP(irsut):r to enforce attendance:—Sec. 58 gives power 0 the
mo{i anz;r, a?d the officers appointed under the Act, to sum=
o Ien orce the attendance of a party or witness, and
theCOIX;pe : the production of a document. Disobedience of
Ror er is made an offence under Sec. 6o, cl. (d).
bw:ctt;:;ery of dues through Revenue Courts:—Sec. 59 2
e Oe borders and decrees of the arbitrator and the liqui-
ol i ¢ e executed through revenue authorities, under the
fente of oxl;ce for '.che recovery of land revenue, on the certi-
may al(;o :) € Rfeglst(;'ar or the Assistant Registrars. They
e enforced through any civi . .
so requires. gh any civil court if the Registrar

Offences
ffences under the Act:—Sec. 60 treats certain defaults
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and negligence of the provisions of the Act as offences. "Sec.
61 provides penalties for such offences, and Sec. 63, Cl. (1)
gives power only to Magistrates of First Class or a Presi-
dency Magistrate to take cognisance of the offences, Cl. (2)
makes the offences non-cognisable, and CL (3) requires the
previous sanction of the Registrar before lodging prosecu-
tion. The latter provisions are intended as safeguards
against indiscriminate prosecutions. Similar offences are
recognised under the English Acts.

Appeals:—Sec. 64 brings together under a single head,
the provisions for appeals against the orders and decisions
of the Registrar refusing registration of a society (Sec. 10),
or the amendment of its by-laws (Sec. 16), or against orders
made in the course of winding up of a Society (Sec. 47); such
provisions for appeals were made in the India Act of 1912
by the Rules under it and by some of its sections. Sec. 64
also provides an appeal against the Registrar’s order under
Sec. 45 awarding the costs of an enquiry, or an order assess-
ing damages under Sec. 50 A, or against the decision made
by himself as an Arbitrator under Sec. 54, not being an
appellate decision under Sec. 36.

Revisional Powers:—Sec. 64 A, gives power 10 the
Government and the Registrar to call for and examine the
records of any enquiry of proceedings, conducted by any
otficer subordinate to them, and to pass such order thereon
as may be deemed fit.

Branches of a Society:—Sec. 69 enables a society to
register its branches established outside the Presidency by
filing a certified copy of its by-laws with the Registrar of the
province concerned.

Notice of a suit against @ society:—Sec. 70 requires that
no suit shall be instituted against a society or any of its
officers, unless two months’ written notice thereof is given

to the Registrar.



CHAPTER X

PRODUCERS’ CO-OPERATION IN EUROPE

EARLY EFFORTS: Co-operative Communities—Union Shops—
Labour Exchange—Workmen’s Associations of France—Labour Re-
demption Societies of England—Self-Governing Shops of England—
LATER EFFORTS : The Acts of 1852 and 1862—The Co-operative
Productive Federation—Sharing of Profits—The Labour Co-partner-
ship Association—Government support in France—Cab-drivers’ Soci-
efics of France—Nature of other Societies—Reasons of success in
France—Producers’ Societies in other countries—Godin’s Familistire
of Labour CO'I’artnershiP—*Leclairé‘s Mutual Aid Society—Ad-

vant . . »
.ages of the two systems—The main characteristics of Producers
Societies.

. Early Efforts: Co-operative Communities:—Production
is .the beginning of things, though its end is distri-
bt.mon. Stray instances of co-operation for production are
tg}i:en. by writers as having taken place about the end of
N ‘elg"hteenth cet-ltury, but serious efforts date from the
eginning of the nineteenth century. France is said to have
taken a lead in this branch of co-operation. Fourier (1772
1837) and his disciples started the co-operative communities
!{nown as Phalanstere from about 1820, and the self-support
ing ?olonies were started in England on Robert Owen's
f(:mctples from about 1825, for the production of artiC!eS
neaiu(gll)ly each other’s wants. The Orbiston Community
ity in IaS:;ZOW, was started in 1825, the Ralahine Commuf”
HampS}:-le a?d in 1831 and the Queenwood Communxt?' in
thropistsrea‘“dx&o. These were all financed by some phll)la:;

COUntries,_ nd came to an untimely end by 1845 in 0
duitlso':vihoi’s.'—l?r?m 1834, other types of societies of Pro”
€ started in France by Buchez {1796-1863); and in
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England from 1827 under the inspiration of Owen, the most
interesting of which are those known as the Union Shops.
The members in these shops began by buying provisions
wholesale, and retailing them to themselves at current prices ;
the difference became capital, and as soon as possible, one
member was set to work to make boots, another clothes,
and so forth, until ultimately the society should have capital
enough to take land and form a community.

Labour Exchange:—To overcome the difficulty of finding
a market for goods a new experiment known as Labour Ex-
change was tried in 1832 with branches at some places. It
was of a different character from the modern Labour or
Employment Exchanges. The Labour Exchange of Owen
was for the direct exchange of the products of labour, accord-
ing to the amount of labour expended in making them,
without the intervention of money or the expenses of the,
ordinary machinery of distribution. But the Exchange itself
became overstocked with unsaleable goods and was clo
in 1834, and the shops and associations also came to an en
in the same year.

Workmen’s Associations of France:—A second stage in
this line commenced when, after the Revolution of 1848,
Louis Blanc and Buchez started the Associations Ovrierers.
or Workmen’s Associations in France which promised a
better chance of success. They were financed by the mem-
bers’ subscriptions.

Labour Redemption Societies of England:—In England,
those known as Labour Redemption Societies were establish-
ed at Bury, Norwich and at three other places about 1850.
They were capitalised by subscriptions of members collected
at the rate of one penny per week.

Self-Governing Shops of England:—The Workers’ Asso-
ciations inspired a band of Social Workers in England,
known as Christian Socialists, to help the labour movement
in various ways. They encouraged the starting of the Self-
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Governing Shops, the
capital. The Christian
their own money at che
Promoting Working-
by them in 1849, an
builders, boot-maker
Unfortunate]_v these
Ing success. They,
the disadvantages of

members themselves providing the
Socialists helped them largely with
ap rates of interest. A Society for
men’s Associations was also founded
d a number of associations of tailors,
S, printers, smiths, etc. were started.
associations did not meet with any last-
like their predecessors, suffered from
ot being able to limit their liability,
and from the disability, under the Friendly Societies’ Act
of 1846, of not being able to sell to non-members. The
workers themselves were not yet ready for self-government
in industry, and all of them talked too much of rights, and
thought too little of duties. .

Later Efforts: The dets of 1852 and 1862:—The legal bar-
rier to success was removed by the passing of the first Indus-
trial and Provident Societies’ Act in 1852, and the formation
of such associations was stimulated by the second Act of
1862, which allowed one society to hold shares in another. A
number of Prodycers’ Associations were formed thereafter
with varying degrees of success, Co-operative Stores be-
came interested in their development and took shares in
one or more of them, and provided an assured market for
their goods.

The Co-operative Productive Federation:—A Federation
under this name was formed in 1883 to bring the separate
Productive societies into closer connection with one another,
to assist them in selling their goods, and to try to prevent

any competition hetween them. It keeps the ideals of .

Christian Socialists b
e‘specially to the righ
clation to take up s
right of al workers
the management of
distribution of profits

efore the federated societies, relating
t of the worker employed in the Asso-
hares in it, if he wishes to do so, the
who thus become members to share in
the workshops, and the right in the
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Sharing of Profits:—The distribution of profits in a t_vpi?al
society takes the following course. After .expenses are I.)a.ld’
including a settled rate of interest on capltal,.a.nd provision
is made for education and other agreeq charmes,. one por-
tion of the profits goes to the-workers in proportion to t.he
wages paid to each, one to the purchasing C()--Op(?ranve
societies as dividend on purchases, and some portion is car-

i erve. ‘

rle;i"hteo g,]:b;ifr Co-partnership Association:—In 1884, this
Association was established to carry on propaganctlia t'f(?r
spreading knowledge of the principles of the plr)o ucl;vs
associations. Such societies thereafter began :cf)P edca eﬂ‘
Co-partnership Societies, although.the term roducers
Associations”’ is still used to describe them. .

Government support in France:—The Pr.oducersR 'oxl'e-
ment in France took a different dif'ectxon. Smce tfhe el:o:;
tion of 1848, Government recognised the rllght ot dw](:‘r: tr:eir
to join together in order to secure.th-e profits creas ) b thelr
labour. Though most of the socnetle_s were foun ef )th ,
spontaneous action of the workmen in various Cl: ‘:s, . ey
were helped by money grants, and articles prepa}l;e y t.em
were bought by Government Stores. Mo-st 'of't e so(;:xe 1es£
however, failed on account of lack of dxsgplm'e a;G Wa;l
of prudence in management. Only 1'6.surv1ved in 1863. :
1867, a new law was passed recognising co-opera}:xve soC
eties as societies with variable capital. In 1884, t er;:i were
about 60 societies in existence. In 1893, a Bank f(;r ;la.nc-
ing Producers’ Societies was foum‘:led, which gave’ ;es- 1m-
petus to the movement. A federa'tlon of Pfroducers ocieties
has also been formed which gives ad}rlc_e on all matters
which concern them. The number of societies was more than

i d 700 in 1919.
492;2-5322;5?n50,7cieties of France:—The rn'ost interesting
class of societies in France is that of.Cab-dnvers mea-nt for
common possession and use of machinery and mate;xals of
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glyell' trade. The largest of them, known as the Union

Cochers, owns stables, horses, carriages and harnesses,
and commands a large business.

Ong;:ngOfBOther socict.ies:—()thcr socicties 1n Frz.mce ar(;
bape: Of. ,Sh rewers, Prjnter:s, Producers of Chemicals, 0]
worke’ o ??im,akerSy‘l‘extxle Producers, Clothiers, Metal-

S, Locksmiths, Carpenters, Painters, Builders, Mas-
ons, Stone and Glass-workers, etc,

Reas‘ons of success in France:—The reason why the move”
ment Is flourishing in France is threefold. First, they
o‘bta'un. cheap loans from the Co-operative Bank of French
§0cxetles of Workingmen Producers at 2z per cent
Interest.  The workers' societies are the members of e
Ban.k, as in the case of English Productive Federation. he
business of the Bank ig- (a) to make definite advances for
work done for private cust
to discount trade
counts; (d)
business, pr

omers, but not yet paid for; (0
hills of exchange; (¢) to open current ac¢
to make long-term loans for the extension of
e P 0v1de.d, however, these loans do not exceed Ofler;
€ capital and reserve; (e) to supply the R
moneys demanded for public contracts. 1t may be nOte('j,
Some private well-wishers have made large donations o o
of such societies, placing them at the disposal of the Ban
Secondly, the State has made gifts to individual societies
especially those which are labouring under difficulties O oy
cent forrr'lation or under special crises. Thirdly, they eniy
Preferential treatment by the State in tendering for Gover™
ment and municipal contracts,

cof;fizce;ls, Societies in other countries:—Societies 1 0:;1;
o ltaly s : ave not shown any marked development ex e
bakeries " 1902, thef'e were in that country 25 CO-OPC”LtC.,
and as nymlnbs Industrial Societies of Printers, Potte.rsh, st
the peculiaryfaS 454 Labour and Public Societies whic
€ature of that country.

Godin’s Fgniitioss ) her
s Familistire of Labour Co-paﬂ‘ncrsth:—’Anot
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type of co-operative production society is the Familistire
founded in France by Godin (1817-1888) at Guise in 1879,
on the principle of a partnership of capital, labour and
ability. Godin did not hand over the ownership and
management of the factory to the workmen, before they were
well educated and grounded in the principles and methods
laid down by him. The workers had ro pass through four
stages. In the first stage, they were merely employees with
2 right to a pension and insurance against illness and acci-
dents. In the second stage, they became profit-sharers, the
profit being calculated according to their services. In the
third stage, they received 5o per cent. more profits. In the
fourth stage, they became full members. The Committee of
Management was composed of heads of chief departments,
with 3 members elected by all members. Profits were not
paid in cash, but in savings certificates, on which they could
draw 3 p. c. interest in cash. On retirement of a member,
he could receive the amount of his certificates. In the
Familistire, Godin provided stores, schools, a theatre and
study groups, and in fact, made it an ideal town. At the
time of Godin’s death (1888), the annual output of the works
was 4 million francs, and in 1gog it was doubled, and the
employees numbered over 2000.

Leclaire’'s Mutual Aid Society:—Another ¢xperiment made
in France, on somewhat similar lines, was that of
Leclaire, known as Mutual Aid Society started in 1838,
which also carried out the reform in stages, so that the
workers served an apprenticeship in their craft as well as
in administration.

ddvantages of the two systems:—The methods adopted by
Godin and Leclaire offer a solution of the problem of giving
the control of industrial concerns to workers who are not
well educated either in a cultural sense or in business ad-
ministration. The adoption of these methods in England
would have averted the failure of many productive concerns.

5%
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‘They also show that philanthropic idealism can succeed, if
conducted on prudent lines coupled with regular education
of the workers,

']"he main characteristics of Producers’ Societies:—The
main Lrharacteristics of producers’ co-operation in European
countries are that it rises above the individualistic conception
FO be met with in resource societies, and the collectivistic
ideals of t}}e consumers’ movement. Its ultimate aim i$
the expropriation of private ownership and private property.
Nevertheless, it stimulates individual effort and enterprise,
each m.en}ber working for the good of all, with the prospect
of receiving the reward of his efforts. The societies are,

however, capable of full development only where the artisans
as a class are educated as in France,

CHAPTER XI

PRODUCERS’ CO-OPERATION IN INDIA

Its rudimentary form—Scope of the Subject—Cottage Industries—
Secondary Occupations of the Agriculturists—Fisheries and Forest
{ndustn’es—The main surviving cottage industrics—People engaged
1.n 'them~—-The system of Producers’ Societies in Europe—Help 10
individual artisans in Europedn Countries— Want of facilities
India—:Weavers' Societies—Instances of Federations—Societies of
other industries—Societies of Women—Threefold difficulties of the
Industries—State Aid—Organisation of Trade—What Co-operatio?
;cz:t;ii;i:?:::iaz Exhibitions—Industrial Bank—OQbligation .of the
nce of Cottage Industries to Agriculture.

) {ts rudimentary form.:
1S yet in a rudimentar
Indian Co-operative Ac
all efforts were, for a |
a large extent, conce

—Producers’ Co-operation in India
y form. The main purpose of the
-t was to help the agriculturists, and
ong time, and even now are, being t0
ntrated on helping the agriculturists:
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The fact that the plight of the artisan class was as bad as
that of the agriculturists began to be realised in recent
years, and some half-hearted efforts are being made to
apply co-operative methods in their case. In order to under-
stand the problem fully, it is necessary to describe the nature
of the small industries, the co-operative method at present
applied to them, and the kind of help required for their
improvement. .

Scope of the subject:—It is recognised that the large
scale industries are heyond the scope of being organised
co-operatively on behalf of the workers themselves. Hence
our attention is to be confined only to the application of
co-operation to small industries carried on by people in their
homes.

Cottage Industries:—Cottage industries are those which
produce articles of use on individual or family system of
production with little or no division of work, in contrast with
the system of factory production, where the division of
labour is carried to a high state of perfection. Some cottage
industries are carried on by people engaged in them as their
primary occupation, while some are taken up by the agri-
culturists as their secondary occupations.

Secondary occupations of the agriculturists:—The second-
ary occupations that are fit to be taken up by the agricul-
turists, mostly relate to: (1) animal husbandry, such as
dairying, poultry farming, bee-kceping, rearing of silk or
eri worms, etc.; (ii) processes for converting the produce of
the field into a better marketable product, like gool-making,
paddy-husking, cotton-ginning, oil-pressing, and the like;
(iii) some small industries, catering mostly for local wants,
and not requiring much skill, and for the conduct of which
raw material is locally available, such as spinning of cotton
and wool, weaving of a simple kind, rope-making, basket-
making, and so on. It may be noted that these, or at any
rate those mentioned in (i) and (iii) are of the nature of
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cottage industries, though more
as secondary occupations,
Fisheries and I°

uscful to the agriculturists

o eoperies and | c‘)res‘f‘Industries:~¥7ishcry cannot be class-
age industry, nor can it come under the cate-
gory of agriculturat industry. It has, therefore, an
fndependent place between the two, All ﬂ;e same, it }S an
m‘dustry, capable of being organised co-operativeh". Sbme
E;zie‘s;ers‘hsuch as manufacture of fish-oil, ﬁs};-manure'
tries.L ll;e,rft:}’t corr.)e under the category of cottage indus-
. Te also some forest industries such as the
production of lac, extraction of charce :
and though Fhey may mot he cottage industrics, they are
capable of being organised co-operatively ' ’

The main surviving cotfuge a
was known as the cradle
rapid march of factory in
ed, and a few are )
cottage industries th
under the followin
whether relating

»al, wood-oils, etc.,

industries:—India at one time
of cottage industrics. But with the
. dustries, most of them have perish-
M a decadent condition. The main
at have still survived may be classified
g categories: (j) Textile industries,
e Wcavﬁ:o cotyton‘ sitk, wool or fibhre, among whidl
o ) g takes the lead; the others being : calico
printing, dyeing, etc. ; (i)
tl(?n, of which embroidery j
tries relating to precious s
cte.; (iv) Metal works, dea

Industrics relating 1o ornamentd”
s the most important; (iii) Indus-
tones, precious metals, jcwellcrl,‘"
wch ac X ling with all but precious metal®:
ls);l::k-(:;[t}}:mc c‘ax.'ncd On by coppcr-smithf, brass-smithss
vory, stonz, ett:',(v) P.”!C arts, such as carving.i“ woO'i;
Wood-worl ,inﬁlhd" pamting on different materfﬂl‘s; (V'
ing, ete. ; (,vii)LIL: :ng “rpentry, fu‘rniturc and Ca.].)met m;er
works; (i Bu”](.)tcr)‘r and ceramic warcs (viid) I“eat ot

included e fotlxng.mdusmcs; (x) Other industries ©
People enpy irc.gomg classes. indus”
tries may be g, <" People engaged in these 090
their o o vided into thfec classes: (i) those working -
ccount and sclling their finished articles ther®?
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sclves; (ii) those working in their own homes on behalf of
some merchant or dealer, receiving wages on the piece-work
system for the work done by them. They generally receive
the raw materials from the merchants who give them the
work; (iii) those working in small Karkhanas or factories
under an employer, generally known as the Karkhandar, and
receiving wages on the time-scale, somewhat on the lines
of the workers employed in large scale industries.

The men falling under the first category are gradually
losing ground and are more or less drifting into the other
two. The distinction between the men in the second and the
third categories is that, in the case of the former, they work
in their own homes and can get the services of their females
and adult children, while if they fall under the third cate-
gory, they have to work as labourers in the karkhana or
work-shop under the eye of the employer.

It is only a few main industries that have reached the
stage of Karkhanas or work-shops, and that too, in im-
portant centres of industries. A large number of artisans
are still carrying on their trade on their own account. But
they are wholly in the hands of the money-lenders, who
charge exorbitant rates of interest. The latter also supply
raw materials and purchase the finished articles at prices
dictated by themselves. These transactions leave little
margin to the worker, who having a running debt with the
merchants is obliged to deal with them, without being able
to take recourse to the competitive markets.

The system of Producers’ Societies in Europe:—The Pro-
ducers’ societies started in Western countries are, no doubt,
intended to help cottage industries, but their method is hased
on certain socialistic principles, doing away with the idea
of private ownership and private property as far as the
industry dealt with is concerned. The society owns the
whole factory or shop collectively, and obtains capita] partly
by shares from members and partly by loans from outsiders
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or a bank. It purchases raw materials wholesale, and the
members do not work on the individualistic, but on a cgl-
lectivist system. Each member is paid a wage on a scale
fixed by the Committee, and the profits remaining, after
paying a fixed interest on borrowed capital, and the contri-
bution to the reserve, are divided among the members in
proportion to the wages received by them. No society of
this type has been started in our country, and the few ex-
periments tried in that direction have ultimately failed.
Perhaps, the genius of our people is inclined more towards
the individualistic system of economic organisation than
towards the collectivist. It must, however, be noted that
cven in the case of producers’ societies in Western Countries
the problem of marketing has always been a stumbling
block. The success of such societies in France and Italy is
due to the fact that Government have come to their rescue
by supplying liberal finance and by purchasing the articles
‘produced by them for civil and military stores and also for
Municipalities. In England, the producers’ societies have
been largely helped by the co-operative stores, both by sup-
plying capital and by purchasing their articles.

Help to individual artisans in European Countries:—In
European countries a large number of artisans, not displaced
by factory industries, .ply their trade on their own account,

in their homes, and obtain financial help either from a joint-
stock bank or a co-operativ

¢ bank in the following man-
ner:—

The artisan concerned draws a bill on his bank, maturing
for payment generally after 3 months. The bank discounts
the bill, and with the amount so drawn he purchases the
raw material required for his industry, prepares the finished
goods within that period and sells them to a merchant. The
merchant in his turn draws a bill on the bank, maturing
after 3 months, and payable to the artisan concerned. The

latter discounts it, pays back his own bill and the balance,
e
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being his profits, becomes available for his use. If more’
money is required for his trade, he goes on with the sa}t]'ne
process of drawing a bill. The me.:rchant, on Fhe othffr
hand, sells his goods within the period of maturlt);1 of dli
bill and repays it to the bank. In Scc')tland, 't¥1e: cas hcrek.l11
system has had the marvellous effect in mo.bxhsmg the s '1
and the credit of the artisan and the tr;ader in that country.

Want of facilities in India:—In Il:ldla, tl‘1e Egropean tylc))(;
of producers’ societies are almos't 1mp0551b]eh y tr)eai(:; of
lack of education amongfthe hartls;ms,f g:?ghteg gaoos;s >
trade facilities, especially for the sale o she ° };am i
the other hand, the absence of bank'mg facilities has p-
ered individual enterprise,bthelie beu:lgth\;erj}(;i::usztlillbzitss
blished co-operative town banks, an - < banks
in our country confine their operat.lons to large ¢
oben branchesyonly in big comme;cnal csir;;eso.f ll;::aer:: ;v}l;alrlz

i wn banks exist, the sy . '
i(;-sogzzalt)g;i :i(;veloped, the banks merely doing the business
ancing loans.
o :;:avers’gSOCieties:—The first ;ttex:;p;ii :;a(d:::e (:?t gsif;e ttil:::
artisans on co-operative lines was by s cietie
in the case of weavers, who were t1.1e rst to

i(x)'ie:}tle::c;eiii(;; The hand-loom indusFry has Ztlllkian latc')g:::
hold on the country, lakhs of people being foun reeditgso(:i-
a precarious living out of it. Ab'out 50 to 100 ¢ sock

i re started in several Provinces, and in some e
efles . ber. But they were unable to render the full
o m‘;“h:] : as the members were still under the thumb
mea}slurehz -kez;)er in regard to their trade. Later on, the
Z\frs:efn sof ?;vholesale purchase of yarn was introdu:;e(fi‘1 nv.v};le;;
ever possible, and in some cases'th.e purchase o 1 is y

'ticles by the society. But societies were unable to do
ta}:is kind of work successfully singlehanfied. Attem'pt_s W(fere
next made to form Unions or Fede'ratlons of'socnetles or
purposes of trade. But these too did not attain much suc-
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E;ii,‘rasi:,hfhg%;k, was conducteq by persons who were not
i rec.d T}1e Industrn?l Department in the vari-
pus_ provin .the nders help bw introducing the flyshuttle
o amo g »weavers or giving some technical advice to
1stry, but takes no part in organising their trade

‘ Instances of Federations:—The following are a few;/ in-
(S:t;l-nOCL;S of {ederatxons of. weavers’ societies. PunjaB: the
NG pcram{c .and Industrial Bank of Amritsar was started
;tavnrt\)g' societies only as share-holding members, the major-
d:v 5 eing the weavers’ societies, the Bank paying no
lév;oeerid;hlltfhworkmg capital in 1929 was over 3 lakhs.
e %aie Ofcﬁw. ‘Ele;isale ‘trade of :supplying yarn, and helping
timé p; nished articles. It is being assisted by a whole-
; sovernment staff.  Though the enterprise has not
:achleved marked success, it deserves to be watched with
lgntt;resté BBIHAR and Orissa: the Weavers’ Co-operat;ve
;nt()reao loslgxai?l[;:fe, formed s?mewhat on similar lines, ran
s s. 77,000. The three Home Industries’

Associati i
ions for weavers in the same province also ran into

a lyoss. CENTRAL ProviINncEs and Berar: the Weav-
ers :%nd Industries’ Association is still in tl.me state of an
exper'lment. BoMmBay: the two weavers’ Unioxns one at
’Hublx and the other at Sholapur are not ver Gl;CCCSSfUI
xI‘he Maharashtra Industrial Co-operative Agenz’:y‘form;d ir;
dzg;]oslzna :0;7;1‘ cx.penme'nt. Among its members are indivi-
ue alsog f fe;x/'n 1'nc:1ustr1.es, (‘:ojopcrative industrial societies,
anc also a for aln.)l_l.Stnal joint-stock concerns registered
nder the © Wi;:hn]lcs Act. At' present the concern helps
b C;Sh- df)ans for thfilr working capital with the
b of 2 ¢ mcre it loan obtained from the Poona Central
i f{lture pAtposes. to set up s.hops and sale agencies in
S f. presc.nt a sho? is opened in Poona where
A of the er'nbrmdery society are sold. Bencau: Co-
o? S:we Industrial Unio.ns have been formed in the districts

cca, Bankura, Nadia, Chittagong, Naskhate and Raj-

~ =
)

shahi. The Bengal Provinciat Co-operative Industrial
Society recently formed has taken over the management of
the Central Sale Depot at Calcutta. UNITED PROVINCES :
the two industrial co-operative central societies  are
intended to supply raw material to societies. At present
they supply yarn to weavers' societies; but they are not
working satisfactorily. MYSORE: The formation of a Central
Weavers' Emporium is undet consideration.

Societies of other industries:—Efforts are also made to
bring co-opcration within the reach of a few other industries,
but they chiefly consist in forming onc or two societies of
the trade concerned, such as of shoe-makers or leather work-
ers, metal workers, carpenters, wood-carvers, printing
presses, toy-makers, conch-shell workers (as in Bengal),
Coir-makers (as in Bombay, Madras, Cochin and Travan-
Hyderabad Dn.), sandle wood:
fishermen societies (as i
Cochin, Madras an )

core), paper makers (in
carvers' societies (ip Mysore),
Bengal, Bihar and Orissa, Travancore,
Bombay).

All these are isolated societies without any kind of
ordination. In Bengal, the Home Industries Association
Caleutta, and the Industrial Union at Dacca were started te
arious kinds of industrics; but they
t guidance for the conduct of

render assistance to Vv
were not able to securc cxper
their work.

The sitk industry occupies an important place in Mysore,
Kashmir, Bengal and Madras. But no sustained efforts are
being made to bring it under co-operation. In Bengal,
however, 63 cocoon weavers' societies  arc formed, and
the silk union of Malda is .Arying to co-ordinate their
efforts.

The Gold Thread Industry of Surat employs more than

10,000 men, and produces every year articles worth more

than a crore of rupees, Of more than 4 crores, if the price of
cloth on which the gold thread is mounted be taken into
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account.  Though the industry is confined within a compact
area of the city precincts, it still remains untouched by
co-operation. A society has, however, been started in Poona
for the people engaged in the industry.

Societies of women:—In the Bombay City, there is a soci-
ety formed by middle class women who prepare articles of
needlework, embroidery and children’s dress. The society
supplies the materials and makes attempts to sell the articles.
The sales are not very satisfactory. In Bengal, 5 women’s
societies are formed; they merely teach the members some
trade, such as tailoring, needlework, etc., calculated to give
them employment.

Threefold difficulties of the Industries:—The difficulties in
the way of Indian industries are the following ¢ (i) insuffi-
ciency of the working capital, (i) unregulated trade, both

regarding the purchase of the raw material and the sale of -

finished articles, (ili) want of expert guidance, both regard-
ing the technique of the industry and that of its trade.
Efforts to solve any one of these difficulties will be ineffec-
tual unless all are tackled together. It is impossible to
expect the persons engaged in the industries to devise the
means of overcoming the difficultics due to their illiteracy,
which again forms the fourth difficulty. Help must, there-
fore, come from outside, and the only agency which can
give effective aid is the State,

State Aid:—The Indian Industrial Commission appointed
by Government in 1916, in its report published in 1918 made
the responsibility of the State in this matter quite clear.
Government has, no doubt, established a Department of
Industries in every province; but this department, being
concerned with large-scale or factory industries as well as
the cottage. industries, and having an inadequatc staff, is
not in a position to pay sufficient attention to either.

The Governments of Madras, Bihar and Orissa and My-
sore have passed the State-aid to Industries Acts. In the
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Punjab the Industrial Loans Act has been passed. But we are
not aware of any effort made for the encouragement of indus-
trial societies as a result of these measures. .
The Madras Government appointed in 1927 _a s.pecxal
officer to make detailed survey of cottage industrle:s in the
presidency. The exhaustiv? report _mgde by him wa§
examined by a special committee _appomted by the Madras
Legislative Council. This Cqmmlttee made valuable sug-
gestions, the following being some of ther.n: that an empo-
rium be established in Madras as is fione in other provinces
like Bihar and Orissa, Assam, Punjab, Central'Provmc.es,
and Mysore; that it should be a museum, an mforr.nat;lon
burcau, a sample depot, and a wholesale agency; t lat
government be requested to obtain, as far as P.ractijca];e,
their requirements of cloth from cottage workers; zli{nt that
a business organiser be appointed to study the marke C(;n-
ditions in order to find a ready sale for }'mnd-woven goods.
It is not known how far government will accept these re-
Cog]::;z?:;?:: ‘of Trade:—The most important aspect of t:e
subject is the organisation of the trade, and even }.)ere t E
sale side is more important than the supply. This wor
cannot be satisfactorily done by haphazard rr_lethods. I(;
requires the appointment of a market_ expert,'as is ‘Slllg%estlc; x
by the Madras Committee. A technical advisor wnlh.a sof ¢
necessary, but the marketing expert mus} precede him, l'or
the duty of the technical expert will be to improve the quva 1}tlv
of production as well as the outPut of the artxclgs by t (,
introduction of labour saving apph-ances etc., and his efforts
will only be appreciated if there is a good market for the
i uced.
art;;l:ztplg:_ operation can do:—Co-operation can help .the
industries by organising societies. Where town banks exist,
an artisan can borrow from them. In the case of .s-o.CIetles,
they can borrow from: Central Banks. But facilities for
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trade do not exist, especially in regard to sale of finished
goods. It is worth considering whether this work could be
pushed on for the present by entrusting it to the out-door
stafi of the financing Banks. In the United Provinces, the
Inspectors of the Department secure orders and pass them
on to Weavers’ Societies. But measures like these can at
best be considered as temporary, and would nevertheless be
welcome till some permanent arrangement is made.

Industrial Exhibitions:—Some Co-operative Conferences
hold an industrial exhibition as a side-activity. It would be
much better if every conference were as a rule to hold such
an exhibition, without confining it to co-operatively organ-
ised industries, but extending it to all small industries in the
neighbourhood. This step will afford wide advertisement to
the industries.

Industrial Bank:—Some propose that separate co-opera-
tive industrial banks should be started with the object of
affording facilities of finance as well as of trade, both to the
individual artisan and to industrial societies. Such a bank
to ensure success will have to entertain not merely experts
in hanking, but also experts in trade and in the technigue of
the industry. Such triple responsibility might be found t0
be too heavy for a bank to shoulder. A bank may, 10
doubt, make advances against stock, and may even under-
take purchase and sale on agency basis. But outright pur
chase of articles seems to be beyond its scope. If the baﬂ.k
undertakes to finance the starting of industrial concerns, i
will require long-term capital to be raised by debenturés
and its success will only be possible with Government helps
as in the case of Mortgage Banks.

| Obligation of the State:—The support from the CO-OP'era'
e movement cannot go a long way, though it mi&
be able to achieve something where nothing is done at p}'e’
sent.  Substantial help can only come from the State, Wl}lc
by rendering it in the right way merely fulfils its obligatio™
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In the United Provinces, three Inspectors are appointed
under the Registrar, one to look after the weavers, one for
leather workers, the third to encourage agricultural subsi-
diary industries. In the Punjab, recently a staff is appointed
under a Deputy Registrar consisting of one Assistant Regis-
trar, 5 Inspectors, 20 Sub-Inspectors and 3 Supervisors to
look after industrial societies. Their work will be watched
with interest. But a larger trained staff is necessary in all
provinces not merely to organise the various industries, but
also their trade.

Importance of Cottage Industries to Adgriculture:—En-
couragement of cottage industries is required from another
point of view. Many families who once were engaged in
them, on finding their occupation gone as a result of the
competition of factory industries, have fallen back on land
for their subsistence, with the result that there are at pre-
sent more men engaged in agriculture than it can support.
Even as early as 1880, the Famine Commission of that year
observed in its report that the number of pcople engaged in
agriculture was far more in excess of the number than it
could support. Every decennial census taken thereafter has
been showing a further increase in that number. The pro-
blem will become more and more acute with the further
increase of population. If the cottage industries can be
made to attract a larger number of people than at present,
they will be a great source of indirect help to agriculture,
and both industry and agriculture will prosper better than at
present.
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CHAPTER XII

CONSUMERS’ CO-OPERATION IN EUROPE
I. The Co-operative Store.

Elimination of middlemen—The Rochdale Pioneers—Failure of pre-
vious experiments—Rochdale Plan—The- Beginning of work—The
method adopted—The position of Women—The Principles of Roch-
dale System—Application of Profits—Dealings with Non-Members—
A year’s Progress—Personal Interest of Members—Beginning of
Production—Spread of the Movement—Removal of legal difficult-
ies—The Wholesale Societies—The Co-operative Union—Other acti-
vities of the societies—Penny Banks—Co-operative House Build-
ing—Advantages of the Store Movement—Progress in other coun-

tries—The Features of Continental Stores.

Elimination of middlemen:—The word ‘‘Consumer’’ is an
economic name for humanity, for, there is not a single human
being who does not consume some goods or other. The
relations between the ‘“‘Consumer’” and the ¢ Producer’
should therefore be most close and cordial, for one cannot
exist without the other. Yet, in the modern conditions of
the world, the two are often found assunder and are only
linked together by a hierarchy of middlemen, who at each
stage levy a toll on the consumer for the mere service of
bringing the goods to his door. It is not in high price alone,
but in short weights, adulteration of food, and inferior
quality of goods, that the consumer is despoiled. Various
plans were tried to eliminate the middlemen, but the one
tried by the twenty-eight weavers of Rochdale was found
to be the most successful.

The Rochdale Pioncers:—The Rochdalers were very poot
but were rich in the possession of four great virtues—
courage, common-sense, patience and faith in effort. Thesé
are the qualities which ensure success in human endeavour-
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It was in 1834 that the twenty-eight flanne! weavers of
Rochdale, including one woman, opened a small store of
groceries, in an insignificant corner of that town known
as Toadlane, with barely £28 as its working capital, but
with a great fund of zeal. How by the exercise of patience,
perseverance and economy this small grocery shop helped
the development of the present Consumers’ Movement is
history of absorbing interest.

Failure of previous Experiments:—From the beginning of
the 1gth century, the high price of food turned the attention
of working people in England to the economy of food sup-
ply. Previous to 1824, there were only stray experiments
made here and there. But between 1823 and 1844, a series
of them were tried under the inspiration of Robert Owen
who ‘‘set men’s minds upon the track of co-operation’’.
Almost all these earlier experiments failed through financial
difficulties, brought about by underestimating the cost of
management, the accumulation of profits being regarded
with a loathing, and by allowing purchases to be made on
credit.

Rochdale Plan:—Howarth, one of the pioneers, conceive
the plan of selling goods at current prices, and dividing
savings effected among the purchasers in proportion to t
amount of their purchases, after deducting the cost of"
management and allowing a small rate of interest on
capital. No credit being allowed, the losses from unpaid
debts were avoided.

The Beginning of awork:—The Pioneers collected capital
by subscribing a share of £1 each, paying it by instalments
of 2 d. and 3 d. per week. They waited till the shares were
fully paid, and then began operations with only five articles—
butter, sugar, oatmeal, candles and flour.

The Method adopted:—They insisted upon the principle
of cash payment, and gave full weight and measure and
good quality. Additional money, when required, was bor-

6
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rowed only from members at a fixed rate of interest. Their
constitution provided that the government of the society
should be controlled by members through a committee elect-
ed by them, that each member should have only one vote
at the general meetings of the society, and that the balance
sheet should be presented at quarterly meetings to enable
members to examine the financial position of the society at
regular short intervals. The savings effected in trading were
to be divided into three parts, one to be given to the members
in proportion to their purchases, another to be set aside for
the reserve fund, and the third to be allocated for educational
purposes. lLater on, however, 2} p. c. of the profits were
carried for education. Members were encouraged to leave
the dividend with the Society as deposit or share capital—a
device which proved highly successful in automatically in-
creasing, on the one hand, the capital of the society, and on
the other, in accumulating the savings of the members, thus
proving a source of imperceptible thrift. A member was at
I'berty to withdraw his shares at par, except one share to
entitle him to membership.

The position of Women:—Women had equal rights in the
Society's affairs—a contrast to the German system where
women, until very recently, were not allowed to have a place
on management, nor even a vote at the general meeting.
In fact, the English Co-operative Movement owes much to
the loyalty of its women. They were staunch and true to
their own shop, and their children, too, were taught to be
loyal to 1t. It is worthy of notice that about a generation
before the Married Women’s Property Act was enacted, Co-
operators recognised the equality of the sexes in the matter
of shareholding and investment, and gave women their legal
rights.

The Principles of Rochdale System:—The principles of the
Rochdale System may be summarised as follows: (1) It
keeps the Store open to all; (2) places no limit on the number
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of
e e ot s o
i i price; (4) sells articles of genuine
quaht}' of full weight or measure; {5) requires cash pavments
and _gl\'cs or asks for no c.‘redit; (6) gives dividend in pro-
portion to purchases; (7) gives only interest on share money
but no dividend; (8) requires every member 1o hold one or
more shares, the sharc amount being payable by instal-
ments; (9) gives each member only onc vote irrespective of
the number of shares held by him; {10) gives cqual rights to
women both in voting and in administration; (11} sets apart
a portion of the profits for education.

Apphcation of Profits:—According to the model rules
published by the Co-operative Union, profits are allotted in
the following order:—(1) Interest on loans and deposits :
(2) reduction of fixed stock; (3) reduction of preliminary ex-
penses (this should not last beyond a year or two); (4) {ntcr-
est on share capital; (5) reserve fund; (6) education fund:
(7) subscription to the Co-operative Union; (8) Social an(;
other purposes; (9) dividend on purchases and bonus to
employees.

Dealings with Non-members:—Sales 10 non-members arc
not prohibited and the general practice is to give to such
purchasers half the dividend given to members.  They
are encouraged in the hope that they will become mem-
bers.

A Year's Progress:—The Rochdalers worked their Store
in full faith and with stout hearts and by supplying goods
of genuine quality and just weight at a fair price. New
members were soon gained, and within a vear the member-
ship numbered 74 and the trade amounted to £710. The
number of articles sold were increased and the trade grew
steadily.

Personal Interest of Members:—The fact that the govern-
ment of the society was controlled by the members, and that
men and women who joined it had one vote, and one only,

3) sells
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helped to increase the interest of members n the ~society
and ther feeling of persana’ responsithilite tor s sue-
N,

Begoving 1 Production:—Production was alwass kept
1 view by the Pioneers as soon as the nevessarn capual
aumulated Shoe-making and tanorning departments were
added i 1m3z, and thus a beginnmy was made 1in the manu-
lacture of ~some of the poods requiced by members,

Spread of the M cement:—The sucvess of the Rox hdale
Store, notwithstanding many vicissitudes, led 10 the esta-
blishment of simitar stores in other parts of the country, and
m 183, there were 130 stores an the north ot England and
the Madlands of Scotland.

Remozal o1 legal dithg ulties:— One ot the ditheulties which
the carly comoperative sacicties, started either for production
or distribution, had to contend azainst was the fact that the
law pave no protes tion to them. \With the help of o band
of extal workers, hnown as Uhestian Soviahsts, an \et was
passed in 1832 hnown as the Industrial and Provident Nowi-
eties” Nt whereby the Soceties obtaned the status of legal
coeporations. But the law did not ablow lenated hababity,
nor did it permir one sonety to hold shares an another,
L hese drawbacks were comoved by the Lot of 1862,

Fize Whodesale S wieties: -la ordir 20 onvercome the dith-
culties arnising out of the deabings with wholesale dealers,
the retail Societies in England established the Co-operative
Wholesale Societs n 0863, and those 1in Seotland united 1o
form the Soottish Wholesaie Soviety in 186K,

FThe Co-operatize T mon:-— AL the Sovicties 10 England
and Sootland have combined to establish the (A(H)p('fali\t'
Union (18M)), for mutual support, propayganda and cduca-
tion.

Other activities wf the Societics;:—By the cemoval of the
ley;al ditheulties and the facilities offered by the W holesalke
Socicty and the Co-operative Union, the number of societies

L1

and the volume of therr trade began steadhly o i rease
With the amrease of trade. varous other actn e wer,
tahen :n hand lThe prosperons sxcictios opened produc ion
departments of theie own, especailh babers Aour-miling.
boot and shoc.makang. taonng. mithiners and the Lk
Some even have purchased estates 1o grom vegetabies or 1o
heep poultey and pigs Most sansctios have established proe.
vident and convalesoent funds, have made provision for aw k-
room apphances, and are giving facihities for heaith and
lfeansurame. Besrdes these advantages, whah many smg.
cties provide for their memberes, the following requite speial
menthon.

Pemny Banks -\ consadetabie numbee: of swnaelica have
established Penny Bankhs whielh are Gstaliv workhed as o
department of the swicties Small doponits are revened,
and ax a rule about 4§ p o nterest s pard These banks
are spevialis popular with juvemile cooperators, for whon
they are primapalhy ntended. but adults alsw are ailowed
to make use of this opportumits for saving small sums I
1,20, the (’(’pnxh revened by these Banks weore aboulated
as totalling 44,305 44

Comaperatine Howcetunding Qe of the most ampattant
activaties of the smichies 1s the provision o dwalimg houses
for the use of thea mambecis wha b was made peasblc b
the increase 1n the amount of capita’ 1o (a2, the acm
ln\r\trd by semielirs i Iuss pPropesin was estimated a0
LR8N 448 The plan adopted v cither that of the flusd.
g Soviety o the Hite-purchase Svstem

Adruntages ol the Store Moeman! Ihe storen Lave
done much for the wdhvamement of thett and the promatiog
of social amehoration and materiai prospenity of the worlang
classes and as ~chools for busness managament and eif.
Kovernment A great number of peopie have not the
strength of mind to put by petty avings out of small carn.
ings. To them the store became a4 medium of saving with.
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out laying by anything and of accumulating money without
paying anything out of their pockets. This is the moral and
social discovery made by the Co-operative Store. Its
educational value is equally great. A large number of men
and women are being trained in habits of business, in the
powers of united action and organisation, and in taking a
better part in their responsibilities as citizens. Thus, by its
manifold activities, the Consumers’ Movement has establish-
ed the superiority of co-operation over competition.

Progress in other countries:—The Store Movement has
spread to other countries, notably Germany, Denmark,
Italy, Hungary, Holland, Finland, Russia, America, and
recently Ireland. In some countries, Co-operative Eating
Houses are established as in Finland, Denmark and Hol-
land. In Great Britain, some of the larger Stores open
branches for this purpose. The popular pharmacies of
Belgium afford an instance of specializing the store
principle for a special kind of business. These Pharmacies
are federations of small ‘“‘mutualites’” or friendly societies.
They have done a great work for the Belgian working peo-
ple. While reducing the prices of medicines by at least
50 p. c., they have been able to make r1oo p. c. dividends.
In some cases the Stores have their own pharmacies
attached.

The Features of Continental Stores:—The features of the
Stores in other countries are very nearly the same. They
all deal with household necessities, and very few luxuries.
In some European countries beer and wine are dealt with,
but the stores in England and Scotland rarely touch this
trade. One important feature of the Store movement in
most countries is that it has a natural tendency to identify
itself with the Labour movement. In Belgium, the Store
movement is socialistic. In Denmark, it is rural rather than
urban, and has advanced side by side with agricultural co-
operation. In Finland, it has taken a rural turn. In all
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countries the stores form their federations for wholesale
supply. In most rural districts, the supply of domestic and
agricultural requirements are combined in the same organi-
zation, and as they cannot work on cash business, the build-
ing up of the reserve fund by larger contributions becomes
more important in their case.

CHAPTER XIII

CONSUMERS’ CO-OPERATION IN EUROPE (Contd.)

I1. Federations of Stores.

The Rochdalers’ Ideals—Difficulties of societies in wholesale trade—
Co-operative Wholesale Society— Work of the C. W. S.—Banking—
Manufacture—Steamships—Purchase  of  Estates—Convalescent
Homes—Insurance—Building Department—Audit Department and
Stock-taking Department—Publication of Magazines—Work of the
S. C. W. S.—Joint operations of the two Wholesales—Condition of
Workers in the Factories of the two societies—Method of business—
Administration of the two societies—The Irish Wholesale—The
Co-operative Union—The Women’s Co-operative Guild—National
Men’s Co-operative Guild.

The Rochdalers’ Ideals:—To the pioneers the store was
not an end in itself, but merely a means towards the
realization of more important objects, namely, the improve-
ment of the housing conditions of the members, reduction
of .the evils of unemployment and low wages, manufacture
of artictes required by the members, acquisition of estates for
cultivation so as to provide employment to members, pro-
motion of temperance, and finally, establishment of a self-
supporting home colony of united interests. Many societies
individually have been striving to attain these ideals. We
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will now see what efforts they made to attain them collect-
ively.

Difficulties of Societies in wholesale trade:—When the Co-
operative stores became more prosperous they had more
ready money at their command and could buy in large
quantities, and therefore more cheaply than they could at
first.  Private trades people became jealous of them and
refused to deal with wholesalers who sold to the stores. An-
other difficulty was that when the buyers on behalf of the
stores went into the wholesale markets, they competed
against each other and thus raised prices. Besides this,
the buyers of most stores were inexperienced men who did
not understand the qualities of the various commodities, or
where best to purchase them, and the intricate customs of
the wholesale market. It was, therefore, felt that united
action on behalf of the stores was needed, and accordingly,
mainly with the help of the Christian Socialists and of Mr.
Abraham Greenwood of Rochdale, a Wholesale Society was
started known as the ‘“‘North of England Co-operative
Wholesale Society’’.

Co-operative Wholesale Society:—The Wholesale Society
was subsequently registered as the Co-operative Wholesale
Society in 1863, to which the retail societies of England
arc affiliated. In like manner, the Societies in Scotland
established in 1868 the Scottish Co-operative Wholesale
Society. The former is abbreviately known as C. W. S. and
the latter as S. C. W. S. These two societies have been very
successful. They have adopted the Rochdale plan as the
main basis of their trading and for the general conduct of
their work. Thus, from the humble beginnings of the Roch-
dalers, can be traced the foundations of the large Consumers’
Movement of Great Britain.

Work of the C. 1. S.:—The capital of the Wholesale is
subscribed by the societies, each of them taking up shares
in proportion to its membership. Only Societies are its
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members. Goods are sold to the Societies at ordinary
market prices, dividing the surplus among them in propox:-
tion to their purchases. Business was commenced in 1864
in a hired building, and after a time a plot of land was pur-
chased 4t Balloon Street, where the Society built a Ware-
house of its own in 1869.  As trade continued to increase,
the small premises were replaced by large blocks of build-
ings. Branches were opened at Newcastle-on-Tyne and
London, and housed in the Society’s own buildings. More’
branches were opened as trade increased. Purchasing agen-
cies were established at important marketing places in Eng-
land and Ireland and also in New York, Montreal, and later,
at other places also.

Banking:—In 1871, a Banking Department was establish-
ed to enable the societies to bank through the Wholesale.
In 1920, the banking turnover of the Society reached the
large sum of £645,772,632. The profits of the department
are divided among those societies which do the banking
business with the Wholesale Soctety. Individual members
of retail societies also may open banking accounts with the
Bank through their own local societies. Many Trade Unions
also bank with the Wholesale Society.

Manufacture:—In 1873, the Society decided to manufac-
ture in order to supply societies with goods, which they re-
quired. The biscuit and confectionery works at Crumpsall
near Manchester were purchased; and later in the same year
a boot factory was opened at Leicester. The productive
activities of the Wholesale soon continued to increase. Two
more boot factories were opened at other places; jam fac-
tories at three places; soap, candles and washing powder
factories at two; while factories for the manufacture of
flannel, hosiery and various other articles, such as bacon,
and lard refinery, preserves, and pickles, tobacco, and also
clothing, furniture, brushes etc., have been created in vari-
ous parts of the country. Cornmills also have been either
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purchased or erected at various centres. Printing works

were opened in 1895 at Manchester. The Wholesale also
acquired the Keighley Iron Works, Dudley Bucket and

Fender Society, and Bertley Tinplate Society. An oil mill
was acquired in 1916 and a colliery in 1917. A colliery in
Manchester was started in 1876 as a Co-operative Coal-
mining Society; but after being worked at a loss, it was
taken over by the C. W. S., but was sold in 1882 after in-
curring a loss of £20,000. In 1917, another colliery was
acquired.

Steamships:—In 1876, the steamship Plover was built to
carry the Society's own goods, and several other ships were
purchased or built from time to time. These carried goods
for the society from various places, but latterly, all but two
of the ships have been sold.

Purchase of Estates:—Roden Estate was purchased for
fruit-growing and farming, and other farms were acquired
from time to time in England for farming and other agri-
cultural purposes. In 1913, a farm of 10,240 acres was
purchased in Canada. Land was also acquired in West
Africa.

Conuvalescent Homes:—In 1901, a convalescent home was
opened at Roden and subsequently such homes were set
up at other places. These homes proved of great service o
co-operators recovering from illness, and they possess ad-
vantages which are lacking in some of the ordinary convales-
cent homes.

Insurance:—In 1904, the C. W. S. instituted a system of
Collective Life Insurance by means of which societies may
insure all their members by a single policy. The work was
done through a separate society, but in 1912, it was merged
in the work of the \Wholesale Society. The English and
Scottish Wholesale Societies have now a Joint Insurance

Department which undertakes Life, Fire, Fidelity, Accident
and General Insurance.
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Building Department:—The building department of the
Society is intended to erect factories, shops and buildings of
the wholesale as well as of the retail societies.

Audit Department and Stock-taking Department:—The
Wholesale Society has an audit department and a stock-
taking department, and societies can have accounts audited
by a special staff of auditors, or their stock checked by ex-
pert stock-takers retained by the Wholesale for that pur-
pose.

Publication of Magaszines:—Monthly Magazines have
been issued by the Society. One known as the Wheatsheaf
started in 1896 publishes news concerning co-operative soci-
eties. On payment of a small charge, societies may have
local matters specially printed for them and added to the
general magazine, for issue to their own members. It also
contains particulars regarding classes and other educational
work of the movement. A young people’s page is another
feature of the magazine. The other magazine known as
The Producer deals with business matters of interest to co-

operative officials and committee-men.  The Scottish
Co-operator is published by the Scottish Wholesale
Society.

Work of the S. C. W. S.:—The Scottish Societies having
determined to have their own wholesale society, the English
Society encouraged the idea, and the S. C. W. S. was
established in 1868 in Glasgow. After its wholesale trade
was well established, the Society began to manufacture
goods. Besides the establishment of cornmills, and a tailor-
ing factory, it has a chemical department, a tinware depart-
ment, a cartwright’s department, a carting department and
a printing department; and also factories for producing
mineral waters, mantles, waterproofs, drapery and furni-
ture, and has purchased a jute mill at Dundee. It also
owns creameries, a fish-curing station, and has commenced
farming and cattle raising on its own estates and has opened
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milk centres. The Society has been making steady progress
in other branches of work.

Joint operations of the two Wholesales:—The ‘two soci-
eties have united for various purposes. They jointly own
the cocoa works at Luton, tea estates in Ceylon and South-
ern India, and the large tea and coffee warehouse in London
where various processes of tea and coffee give employment
to a considerable number of men, women and girls.

Condition of workers in the factories of the two Soci-
etics:—The factories of both the Wholesale Societies are
well ighted and clean; and well managed dining rooms are
attached to the majority of them, thus enabling the em-
ployees to have their meals in wholesome surroundings at
a cost which simply covers the expense of the food and
service. There are also halls which can be used by the
employees for recreation and reading, where newspapers,
periodicals and other means of entertainment are provided.
The working hours are usually shorter than those in other
factories engaged in similar production, and each employee
has an annual holiday of two weeks with pay. The wages
are also somewhat higher. A provident fund has been
started and all employees of six months’ service are eligible
for membership of this fund. In the S. W. C. S. employees
can hold shares and are entitled to direct representation. at
the business meeting of the society. These form two im-
portant differences between the English and the Scottish
Wholesale Societies.

Method of Business:—Articles are sold at current whole-
sale prices, the net profits being divided among the share-
holding societies in proportion to the amount of purchases.
Sales are made also to non-member societies, allowing full
profits, the system of paying half the profits originally
adopted being now discontinued.

Administration of the two Societies:—The membership
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of the two Wholesale Societies consists of retail societies.
The latter elect delegates to attend the meetings of the
former. In the English Wholesale, the number of delegates
allowed to each society is based upon the latter’s member-
ship, while in the Scottish Wholesale, the number of dele-
gates depends on the value of purchases made by the society
from the Wholesale during the preceding quarter. On ac-
count of the large number of representatives in the English
Society, divisional meetings are held in several towns at
the same time on one day. The same items of business are
dealt with at each meeting, and when voting is necessary,
the votes given at all meetings are added together, and the
total number is regarded as deciding the point at issue.
The final meeting is held a week after the divisional meet-
ings and delegates who prefer to attend it are at liberty to
do so. The Committees or the Boards of Directors of both
the Wholesales are elected by their delegates. The
managers of the different factories and of the departments
of the Wholesales are appointed by the Boards. The Boards
also form themselves into committees, each of which super-
vise a particular branch of work. Stocks are taken and
accounts closed quarterly. Every department is charged
with its own working expenses. The formation of a strong
Reserve Fund has been constantly kept in view, while an-
other reserve has been formed through the Society itself
insuring a large portion of its fire, guarantee and marine
risks. The report and balance sheet of the Board are dis-
cussed and auditors appointed by the meeting of the dele-
gates which may make suggestions or lay down the line of
policy. The members realise their responsibilities .towards
the Wholesale, and do their utmost to promote its interests
and the ideals of the movement. Thus the history of the
two Societies, in spite of some losses in the initial stages,
has been one of steady growth and success. The English
Wholesale celebrated its jubilee in 1913 and the Scottish
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Society in 1919, though it completed fifty years of its work-
ing in the previous year.

The Irish Wholesale:—The Irish Agricultural Wholesale
Society was established in 1897, but it is formed principally
for agricultural purposes, doing the business of wholesale
trading and selling. It supplies seeds, manures and imple-
ments to the societies and sells their agricultural produce.
It also does considerable trade in groceries and other com-
modities.

The Co-operative Union:—As the Co-operative movement
grew, it became necessary to establish closer union between
societies for purposes other than trade. Lack of knowledge
of organization or business methods, or the inefficiency of
shopmen and buyers, and the ignorance of proper methods
of accounting, were among the reasons which brought fail-
ure in the case of some societies. An organization was
thercfore started to give advice and guidance and impart
instruction and education. It began its work as the Cent.ral
Board from 1869, and was reorganized as the Co-operative
Union in 188¢. It is a federation of the English as well as
Scottish Socictics, formed for ‘‘protective, progressive and
consolidating purposes’’. The Irish Societies have joined
it for educational purposes. Its Managing Committee,
known as the Central Board, is elected by the representatives
of the societies, as in the case of the two Wholesales. Its
annual meeting is known as the Co-operative Congress. The
Central Board appoints an Educational Committee, another
Committee for general work, and a special Committee for
watching events in Parliament and advising societies con-
cerning matters in which they are likely to be affected by
proposed new laws, or by any orders issued by Government
Departments.  Latterly, a Labour Department has been
added to deal with labour questions in relation to 'the Co-
operative Movement, particularly in regard to wages, hours
and any other matters of dispute between societies and their
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employees. The details of the educational work of the
Union will be dealt with fully in the Chapter on Co-operative
Education.

The Women’s Co-operative Guild:—The women in the co-
operative movement formed in 1883 an association of their
own, known as the Women's Co-operative Guild, for the
spread of co-operative education among them and for be-
fitting them to hold responsible positions in the movement
and for conducting other social work. In 1921, Scotland
formed its own Guild.

National Men’s Co-operative Guild:—This was formed in
1911 for the development of the co-operative movement in
a similar way. It must be borne in mind that these Guilds
are not federations formed by the societies. They have,
however, branches; and they work in co-operation with the
Educational Committee of the Co-operative Union in formu-
lating their plans of education.
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CHAPTER XIV

CO-OPERATIVE STORE MOVEMENT
IN INDIA

Its jailure—Main causes of failure—Other causes—Disadvantages
of Credit Sales—The Triplicane Store of Madras—Reasons for its
success—Stores in Mysore—Why Bombay attempts failed—Where
stores wight succeed—Specialised Stores—Consumers’ Societies for
other kinds of services—School and College Stores—Conditions of
success—FACTORS OF SUCCESS IN THE EUUROPEAN STOR-
ES :—Food stuffs made dear by Industrial Revolution—Difference in
the standard of life—Higher margin between wholesale and retail
prices—Sale of prepared food—Higher scale of middleman’s charg-
es— larger wage earning class—Iniform standard of life—Spirit
of Association—Shopping by women—Early establishment of the
mozement—Help from the cducated— Word of caution—Importance

, of the Store Movement,

Its failure:—The Co-operative Store Movement in India
may generally be described as a failure. A few stores
here and there are being run successfully, but the success
is due either to peculiar local conditions, as for instance,
the absence of competition among the local shop-keepers,
or to special facilities obtained, as for instance, lower Rail-
way freights and rent free quarters for the shops, as in the
case of stores started by Railway employees, or the College
stores. In India, the store movement reached its height
after the War when the control of food grain was establish-
ed, but after the removal of that control the number of stores
began steadily to decline. In 1928, the number in different
provinces stood as follows:—Madras g9, Mysore State 70,
Bengal 58, Bombay 33, Punjab 21, Assam 19, United Pro-
vinces 13, Central Provinces and Berar 8, Burma 7.

Main causes of failure:—QOne of the main causes of the
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failure seems to be the ignorance of the basic principle of
the store movement. Stores are generally considered to be
places where you can purchase articles cheaper than from
a shopkeeper. The result of starting a store with such a
notion is that the slightest set back damps the spirit of the
members, and destroys the sense of their loyalty. If Roch-
dalers had started their store with such an object, they would
never have succeeded. The object of the store movement is
to do away with the middlemen and ultimately to control the
supply market, as also the means of production on behalf,
not merely of the few members of any particular store, but
of the whole community of consumers. Realising this prin-
ciple, the members of many stores in European countries
readily pay even higher prices with the conviction that the
temporary inconvenience will ultimately bring success to
their cause.

Other causes:~—Other causes of failure are the introduction
of credit sales and the insistence on the part of members on
door-to-door delivery by the store. It is the presence of these
defects that account for the small number of co-operative
stores in Japan. Though the number of other types of soci-
eties in that country is nearly 15,000, that of stores has
not gone much above 150. Other causes which have brought
about failure are the smaller margin of profit between whole-
sale and retail prices, and at the same time a high cost of
upkeep. Dishonesty on the part of the manager is yet an-
other factor; but this is found also in other branches of the
movement, as in the case of credit. It must, however, be
borne in mind that no man is by nature dishonest; it is the
opportunity that makes him so. If the Managing Committee
were to keep a watchful eye, there would be fewer occasions
for dishonesty.

Disadvantages of Credit Sales:—The disadvantages of
credit sales in the case of a Co-operative Store are well

known, yet they deserve to be reiterated. By resorting to
7
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them no store would be able to distribute daily necessities
at an advantage to its customers both as to price and quality.
It is only by adopting the cash system it can eliminate
wast.e, ineﬂiciency and unnecessary expenses. Nor are
credit purchases advantageous to customers. Purchases
mus.t be paid for sooner or later, even when bought on
credit.  On the contrary, credit purchases increase indebted-
ness.  Since it is easy to buy on credit, some purchases
V\iould be made that cannot be justified from the point of
view of the resources of the purchasers. When the daily
necessities could be purchased on credit, the customer will
be tempted to spend his money on other articles which could
well have been avoided. Cash buying minimises thought-
less expenditure. Credit is expensive to the customer as
well as to the store. It is costly even to those who make
their purchases for cash. A store, selling on credit, cannot
buy with cash from the wholesales. By credit purchases it
loses cash discounts that the latter allow. Its funds being
tied up in credit accounts to its customers, it has to raise
capital through loans, on which it has to pay interest. Out
of the credit sales to customers, some at least must result in
bad debts. Losses like these have to be made good by
somebody, and they are paid by all the customers in the form
of higher prices. Credit accounts involve extra book-keep-
ing and therefore further expenditure. Frequent pressure
on creditors result in bad feelings. Discrimination exercised
by the manager in favour of customers, in whom he can
place confidence, causes misunderstanding among others, fre-
quently resulting in their disloyalty. Thus, credit sales in-
volve endless troubles to a store, and the Rochdale system
has very wisely eschewed them.

The Triplicane store of Madras:—This is the only cO-
operative store which has attained success in India on 2
large scale. It was started in 1904 under the name ‘‘The
Triplicane Urban Co-operative Society” by 14 members,
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prominent among whom was Mr. T. K. Hanumant Rao.

The number of members in 1929 was 5781, and the sales or
turnover amounted to 11 lakhs. The store has gone on open-
ing branches in different parts of the city, their present
number being 25. Its paid-up share capital in the same
year was over one lakh, and the deposits held by it amounted
nearly to two lakhs. Out of the profits, after setting apart
a portion for the reserve, at 23 per cent. in the earlier years,
and at 10 per cent. from 1921, and after paying bonus on
purchases, some amount is set apart towards the common
good fund. In 1g92g, this fund stood at Rs. 36,000, and the
reserve at Rs. 84,000. [t has a loan department, the major-
ity of the loans being of small amounts up to Rs. s0. The
strength of the present staff is 140, and the annual charges
on this account are Rs. 45,000. A Provident Fund is main-
tained for the employees. A Reading Room is attached to
the Head and Branch offices of the store. The articles sold
by the store consist of rice and three other grains, dry gro-
ceries, ghee, sweet-oils, jaggery, sugar, tea, coffee, soaps,
and half a dozen common patent medicines. Attempts to
open a cloth department and a laundry have not succeeded
so far. The store does not make door-to-door deliveries, but
the purchasing members either carry articles themselves or
make their own arrangements for the carriage of goods.
The store is managed and patronised mainly by the middle
classes of the city. It celebrated its Silver Jubilee in 1929.
Reasons for its success:—The chief reasons for the success
of the Triplicane Store are that Madras is a city of distances.
No part is thickly populated, except the quarters where the
labouring classes dwell. The shops in the middle class loca-
lities are few and far between. There being little competi~
tion between shopkeepers, the margin between the wholesale
and retail prices is tolerably high. No shopkeeper makes
door-to-door delivery. The standard of life of all the mem-

bers so far as food is concerned, is very nearly umforn:, and
T
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the articles used are of uniform quality. Only two qualities
of grains are stocked one of them being a cheaper variety.
Wages are very low in Madras compared to those prevailing
in Bombay. The emplovees of the store in the beginning
‘onsisted of a manager and a. salesman, and the monthly
ray of both amounted to Rs. 16 only. No doubt, these
dlaces now carry a higher salary, but the scale is not very
lgh.

Stores in Mysore: —In the State of Mysore, the co-opera-
ive stores have made good progress. The Bangalore City
Store is reputed to be the best of them, though much smaller
han the Triplicane Store. Most of the other stores in the
State owe their success to the patronage given by Mills,
Offices or the Railways, they being started for the benefit
f their employees. Sales on credit are allowed by many
iocieties in Mysore, and though they may not much affect
he position of those conducted under the patronage of offic-
irs, they may ultimately prove harmful to others.

Why Bombay attempts failed:—Two or three attempts
vere made in the city of Bombay, to start a co-operative
tore, but all of them failed. The conditions in Bombay are
fuite the reverse of those in Madras. There are grain and
rrocery shops in every lane and bylane of Bombay at the
ate of 6 to 8 shops within a distance of a furlong. The
:ompetition between them is so very keen, that the difference
>etween the wholesale and the retail prices is very small.
door-to-door delivery is the rule. Every shopkeeper visits
he customers’ residence once every day, takes orders from
he women of the household, and within a short time returns
vith the articles. He agrees to exchange rejected goods
ind is very accommodating. Indeed, he sticks to his cus-

101

of Bombay is very high, and the wages also are very high.
The “‘Danewalla’ minimises these charges by using his
shop also as his residence. He cuts out labour charges in
connection with his business by doing it himself or getting
it done by the members of his family. He also does the sub-
sidiary business of money-lending on a small scale.

. There are, however, some Buying Clubs in the City, mak-
ing joint purchases of articles on indent. Though they do
not make much profit, they get articles by proper weight
and measure and of better quality. Public opinion is not yet
sufficiently educated to rise in revolt against the mal-prac-
tices of adulteration and false measures and weights, and
to appreciate the benefits of a co-operative store. A regular
,store in Bombay, however, may succeed if the purchases can
be made at the seat of production, for the wholesalers them-
selves profiteer to no small extent. But this procedure will
require an organisation on a large scale.

Where Stores might succeed:—Stores in the suburbs of
Bombay and in the Districts may succeed. Stores among
the labouring classes in Bombay itself have better chances
of success, for these people, being always in debt to the
shopkeeper, have been paying considerably high prices for
their food stuffs than the middle classes do. The New
Egerton Woollen Mills Co-opcrative Store in the Punjab is
working successfully, and in 1929 sold goods worth 2
lakhs.

Specialised Stores:—Stores of one or two specific articles
or for special purposes have succeeded in many cases. In
Bombay, two stores have been started by ladies for the sup-
ply of clothing of women and children. They seem to be
doing well. The Co-operative Hospital of Hubli, though
not registered under the Co-operative Societies Act, is‘a"’:“x‘
novel experiment and has proved a success. The few co'-.':\

‘omers like a barnacle. At the end of the month he comes . d Mad Ki %
vith his account-book for the settlement of accounts. It is operative hostels of Bombay an adras are working suc<< i3

rery difficult to compete with the ‘‘Danewalla’” of Bomba¥ cessfully. A store for the supply of electric accessories and (‘t’

1s he is commonly called. The rent for a shop in the City j’\(‘f} 9‘ y ‘\ 1‘\ ’ 6 |1 e)/‘"
AW
LA A
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another for cycle accessories in onc province are said to be
successful.

Consumers’ Societies for other kinds of services:—1Two Co-
operative Motor Service Societies are started in Gujerat by
the passengers themselves, one by the Co-operative Housing
Societies of Ahmedabad for carrying the residents backward
and forward between their suburban residence and the city
where the offices, places of business, schools, temples and
the bazaar are situated. The other is started by the residents
of Billimora for covering the distance of six miles between
the town and the Railway station.

School and College Stores:—Stores are being started in
most provinces by college students in the college premises
for the purchase of books and stationery, They are generally
found to be successful as they get rent-free room for the
purpose and employ no outside clerical and manual labouf,
all the work being done by the students themselves. Such
stores give some monctary help to poor students out of the
net profit. The Sydenham College Store of Bombay and
the Khalsa College Store of the Punjab are instances of
successful college stores.

Stores are also being started by school students in many
provinces. Being, however, unregistered as they are formed
by schoolboys below the age of majority, they are not men”
tioned in the report of the Registrars, except those of thf'ee
provinces. Bombay has 625 school stores, and the Punjab
has 148. The 46 school and college stores of Madras are
all registered. Membership is thrown open to students
above 18 and to the staff, while students below 18 are ad-
mitted as associates on payment of an entrance fee. Though
teachers can participate, the chief responsibility is entruste
to students.

Conditions of success:—The chances of success of a
must be judged from the following factors: there must be
a good margin between the wholesale and retail prices. Un-

storé
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til the turnover is sufficiently large the cost of the establish-
ment and rent must be kept down to the minimum, even
dispensing with them, if necessary. The turnover must be
rapid. The members must appreciate the services rendered
by the stores, the best indication of such appreciation being
shown by the steady increase in their number. The mem-
bers of the management must take a keen and personal inter-
est in the affairs of the concern, by keeping a watchful eye
over all its transactions relating to both purchase and sale.
Above all, the Rochdale principles should be faithfully ad-
hered to.
FACTORS OF SUCCESS IN THE EUROPEAN STORES

(1) Food stuffs made dear by industrial revolution:—In
considering the possibilities of the store movement in our
country, we must not be led away by its success in European
countries. The movement in England had its inception after
the industrial revolution had brought about a neglect of her
agricultural industry, so that the country had largely to
depend upon foreign countries for food-stuffs. Cities with
sea ports became the emporiums of food stuffs from which
the rest of the country had to draw the supply. The chain
of middlemen between the producer and the consumer be-
came ever increasing in length, and the elimination of even
a single link therein became of vital importance to the con-
sumer.

(2) Difference in the standard of life:—There is a vast
difference in the standard of life of the people in Europe and
of those in India. To the working classes, and even to a
large number of the middle classes in the latter country,
articles like biscuits, chocolates, jams and preserves, tin-
ned and potted foods, are altogether unknown. Even boots
and shoes, soaps and toilets are very rare, and the furniture
and the wearing apparel are of the scantiest among them.
Hence the household needs that can be provided by a store
in their case are very limited.
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(3) Higher margin between the wholesale and retail
prices:—The co-operative stores in England earn gross pro-
ﬁfs‘to the extent of 15 to 25 per cent., and pay an average
dividend of 2s. 6d. on a Pound or 124 per cent. to the pur-
chasers, whereas the gross earnings of the Triplicane Stores
of Mgdras never exceeded 7 to 8 per cent., which is hardly
sufficient to pay a dividend of 4 to 5 per cent. to purchasers.

(4) Sale of prepared food:—Food stuffs in European coun-
tries are being vended in higher stages of preparation than
in India. There the people purchase bread, butter, vinegar,
etc. from a shop, but here we purchase wheat, milk, tama-
rind, etc., from which we prepare those articles at home.
On bread alone they have to pay the wages of the miller
and the baker, in addition to the cost of wheat, and when
all the agents profiteer, the burden of cost falls too heavily
upon the consumer.

. (.5) Higher scale of middleman’s charges:—The cost of
living being higher in those countries, every middleman
Ie‘vys a higher scale of charges for the services rendered by
him than in our country. Thus, the total cost becomes t00
heavy for the consumer to bear.

' (6) A larger wage earning class:—The industrial revolu-
tion brought into existence a vast number of wage earners,
and the system of payment of wages at short intervals of 2
week enables them to pay cash for their purchases from the
store. '

(7) Uniform standard of life:—The store movement was
sta.rted by the labouring classes whose standard of life being
unlf(?rm, their requirements were of a uniform type and
quality.

(8) Spirit of Associations:—The spirit of association e;l'
gendered among the working classes by common occupation
and quickened by the trade unionism, made common action

n the ?"ecﬁon of the store movement a matter of easy
accomplishment.
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(9) Shopping by women:—The women, who are the real
purchasers of household necessaries, do the shopping, and
thus reduce the cost of distribution. They also take a keen
interest and direct part in the movement.

(10) Early establishment of the movement:—The store
movement was established long before the private shop-
keeper perfected his system. Moreover, the successful es-
tablishment of the wholesale has made the position of the
co-operative store still more secure. If the store movement
were started to-day, its chance of success would have been
very small in the face of the keen competition of the multi-
shop-owners, and of the traders who have established close
relations with producers, by combination among themselves.
If, for instance, the co-operative wholesale had not existed
when the producers like those of Denmark had themselves
combined to sell their eggs, cheese, butter and bacon in
bulk, the market from that country would have entirely
fallen into the hands of the capitalists.

Help from the educated:—Besides the above factors, many
educated men of light and lead, such as the Christian Social-
ists, took a keen and personal interest in the welfare of the
working classes and guided the store movement to a stage
of perfection.

Word of caution:—In the absence of most of these condi-
tions in our country, we have to proceed very cautiously in
starting stores in India. In our villages there is no room
for a store, as the agriculturists are themselves the producers
of the staple food they consume. All that is needed for
them is to combine in the purchase of a few articles of daily
consumption, such as salt, kerosine oil, and a few spices not
p'roduced locally. This supply work can easily form part of
the operations of a credit society, or it can be annexed to
a sale society where one is in existence. In the towns, there
would be room for a store, provided there is locally a good
margin between the wholesale and retail prices. Though in
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some large towns, the competition between the shopkeepers
themselves might keep down prices, it will not prevent the
reprehensible methods of adulteration and short weights and
measures adopted by them. A co-operative store would not
me'rel'y do away with the uneconomic method of distribution,
relieving the surplus men engaged in the trade for the work
of production, but it will give to the consumer his money’s
xYorth. But no store should be started unless the real prin-
ciple underlying it is thoroughly understood and realised.
Importance of the Store Movement:—The need of a wide-
spread store movement may not have been felt to-day in our
cou?try on account of the preponderance of men engaged in
agriculture, but it is sure to be realised when either the
number of town dwellers increases or agriculture becomes
completely organised or rather industrialised. Unless the
consumers combine betimes, agricultural trade, even when
It is organised, will be captured by the middleman shop-
keepef, as it is done by him to-day in its unorganised form.
E).(pl‘oltation of the consumer can be avoided only by esta-
blishing a proper adjustment of the relations between the
organised consumers and the organised producers.
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CHAPTER XV

CO-OPERATIVE HOUSING IN EUROPEAN
COUNTRIES

Origin—The System of the Building Society—The method adopted—
The Terminating Society—The Permanent Society—The Building
Societies’ Acts—Popularity of the Building Societies—Their progress
in other countries—In Germany—Hive-Purchase System—Defects of
Building Societies—Tenant Co-partnership System—The ethod
adopted—Advantages of the System—Co-operative Housing by Em-
ployers of Labour—State and Municipal Aid to Housing Societies.

Origin:—Like the store movement, Co-operative Housing
had its origin among the working classes of England. The
housing movement may be said to be a lineal descendan
of the Friendly Societies, which collected small amounts from
their members every week or month for meeting their vari
ous domestic misfortunes. On the advent of the Industria
Revolution, the housing of the working classes, who flockec
in large numbers to the industrial towns, became an acute
problem. They were required to pay very high rents for mos'
inadequate and unsatisfactory accommodation. The occu
pants of these buildings raised the question—can we no
join hands in erecting our own buildings, each of us being
helped by the rest in turn to erect a small cottage? They
answered it in the affirmative.

The system of the building society:—Mention is made of
building clubs as being in existence in England as early as
1795. Co-operative enterprise in the matter of housing took
a definite shape as Building Societies from the early part of
the 1gth century. Their object was the raising, by subscrip-
tions of the members, a fund for making advances to mem-
bers on the security of mortgage, for the purpose of owning



108

residential buildings. The societies were known as Mutual
Benefit Building Societies, because they bestowed a benefit
on the members by helping them to own a house.

The method adopted:—The method adopted was as fol-
lows:—A number of persons formed a society, and each
undertook to pay by instalments a total amount equal to
the advance that would be required to be made to a member
to own a house. Suppose, this amount is Rs. 2,000, and the
monthly instalment is fixed at Rs. 10, and the number of
members who joined to form a society 23, then at the end ?f
the first 8 months Rs. 2,000 would be collected. This
amount would be lent to one member on his executing a
mortgage. The borrower has to add a sum of his own,
known as the margin of safety or guarantee capital, say
Rs. 400. A house worth Rs. 2400, a little more or less,
would be cither purchased or constructed, and then mf)rt-
gaged to the society for Rs. 2,000. He would be required
to pay his instalments on his loan, say, Rs. 20 2 month,
in addition to Rs. 10, the instalment of his share. As soon

as the second amount of Rs. 2,000 would be collected, 1t 18 .

advanced to a seccond member, and so on, until every mem-
ber would obtain a loan. If the first Rs. 2,000 took 8
months to collect, the next would take less time, and,.the
third still less and so on, because every loan advanced brings
in its instalments in addition to the instalments on shares.
In addition to the instalments of his loan, each borrower has
to pay interest at the rate fixed, which is between 5 to 6
per cent. The instalments of the loan were fixed on the
basis of its period, which may be about 5 to 10 years, accord-
ing to the repaying capacity of the borrower. In case there
were more applicants than one, selection would be made
either by agreement or by lot.

The Terminating Society:—Two kinds of societies were
formed: one known as the Temporary or Terminating, and
the other as the Permanent. In the former, after all the
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members had obtained the loans, the society would continuc
merely for collecting their instalments, and when the loans
were fully repaid or adjusted, final accounts would be made,
the profits distributed, and the society dissolved. A new
member would be admitted into such a society, if he paid
the back-subscriptions of his share, calculated from the start.
On the other hand, a member desiring to withdraw would
be paid back his subscriptions without interest, as funds
came in.

The Permanent Society:—Most of the earlier societies
were of the terminating type. The later societies were mostly
permanent. In this type which came into existence about
the year 1846, the list of membership was always kept open,
and a person was allowed to join it without being required
to pay back-subscriptions. All loans may not be of the same
magnitude. In the case of a house to be newly built, ad-
vances would be made from time to time up to the sanctioned
amount on the production of certificates of progress. Per-
sons who had no intention to own a house could also join
it merely for the sake of investment. The society would
also receive deposits from any person to increase its working
capital, and would further take loans from banks on the re-
mortgage of the property it held in mortgage from its mem-
bers. Some bigger societies employ a staff of engineers,
surveyors and architects, to give technical advice to members
on payment of a fixed fee.

The Building Societies’ Acts:—The earlier societies had
great difficulties to face as the law gave them no protection.
From 1834, they were allowed to be registered under the
Friendly Societies’ Act, but in 1836, the first Benefit Build-
ing Societies’ Act was passed, conferring the advantages of
the former Act. The second Building Societies’ Act was
passed in 1874, which allowed limited liability, and gave the
Societies—old or new—the status of corporate body if regis-
tered under it. At the same time, it limited the borrowing
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power of a society, whether in the form of loans or deposits,
to two-thirds of the amount for the time being secured to the
society by mortgages from its members, or in a terminating
society to one year’s income from subscriptions. Even then,
the Act gave rise to many defects, all of which were remov-
ed by the Amending Act of 1894, which required annual
statements of all its transactions to be submitted to the
Registrar. The Act also gave ample powers to the Registrar
to deal with societies not complying with its requirements.
Popularity of the Building Societies:—The Building SOCI‘
eties had a great educative value in inculcating the principles
of self-help, and in developing the habit of thrift and provi-
dence. Their shares were looked upon as profitable invest-
ments. They allowed a higher rate of interest than .was
obtainable in Savings Banks, and the security was consider-
ed as equally good. The society became a favourite means
of investment by the working classes. It transformed the
rent-paying tenant into an owner of a house, and in man_y
cases into a rent-receiving landlord. The ownership of th.elr
homes by the working class proved to be the most effective
means of social improvement and self-government. Thus,
the Building Societies steadily grew both ip importance and
number, so that in 1870, their total assets were valued at
11 millions sterling. In 1869, an association was formed
for the protection of their interest, which still carries f)n
its work under the name of *‘Building Societies’ Associa”
tion”’. In 1908 there were over zooo societies, counting 2
membership of over half a million, with assets over 72
millions, and an income over 38 millions. In 1924 the
membership (including depositors) had risen to a million an
a quarter, the assets to 100 millions, and annual advances
to 25 millions, the annual income to 60 millions, and ﬂ,‘e
reserve to 5} millions. The number of persons living n
co-operative houses in Great Britain is g million.
Their Progress in other countries:—The movement $00"

i1l

spread in America, where the societies under the title of
Building and Loan Associations or Co-operative Societies
have been carrying on a vast and successful business. In
1905 there were over 5000 such associations, with a member-
ship of over a million and a half, and assets over 130
millions sterling. In 1924 the number of associations had
increased to 11,000, that of members to more than 7 mil-
lions, and the total assets to nearly 8oo millions sterling.
They provide libraries, music rooms, bus services etc. In
Canada, the Building Societies made rapid progress, their
assets in 1905 aggregated to over 25 millions. In Belgium
and France a mixed official and philanthropic system pre-
vails. In Germany and Italy, they are overshadowed by
credit societies or co-operative banks, which make building
advances to members for building purposes as for other
objects. After the War, however, in consequence of the
rise of prices of land, labour and materials, co-operative
societies for housing were pushed on in many countries, with
finance and other aid obtained from Government, municipali-
ties, employers of labour, and even philanthropists.

Progress in Germany:—In Germany, besides these agenc-
ies, the large number of Mortgage Banks, which had so
remarkably developed in that country more than in any
other, have helped house building enterprise by advancing
loans on second and subsequent mortgages. Two kinds of
societies have been formed in that country, some building to
let, and others to sell. The latter kind of societies require
a larger supply of capital. They also have a rule for res-
training profiteering by members to the effect, that in the
event of sale, the societies retain the right of repurchase.
This is known as the Ulmer System. Another measure for
safeguarding the interest of societies is provided by law it-
self. Under the German law shareholders are required to give
two years’ notice for withdrawing their capital from the
society. The Societies in Munich formed a House Building
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Sgcxe?ies’ Bank in 1918, and Government loans to the soci-
etles. in that province are made through this Bank.
]ojrllu:-l‘“mich'asc systen?:—’l‘he Building Societies are merely
! Ssociations, making advances with the specific object
of enabling their members to own houses. They undertake
no building operations. The co-operative store societies,
on the other hand, utilise their surplus funds for making
advances to members on the lines of the Building Societies
and also for erecting residential buildings for letting out to
members.  The latter method has developed into the hire-
purchase system. Under this system, a resident member
pays not merely the rent, but also the price by small instal-
ments along with the rent, so that when the whole price is
paid, the house is conveyed to the member making him its
owner. This method is also adopted by the Friendly Soci-
cties as a safe outlet for their surplus funds. Many Joint-
stock Cf)mpanies are also formed for similar purposes. The
system is possible only in the case of bodies which have sur-
plus capital on hand.

‘Defects of Building Societies:—Though the Building Soci-
eties enabled their members to acquire houses, the system
was not.completely co-operative. The houses so acquired
were scattered in different localities, and many of them pass-
e.d into the hands of capitalistic investors. The owner was
tied down to his property, which formed a great handicap
to the working man when he wanted to shift in search of
1better employment: On the death of a member, before the
oan was fully repaid, the heirs were obliged to sell the house
for what it fetched to repay the loan. No doubt, the owner
‘clzll.l‘iddmzufe. his life for a sum equal to the loan, but it in-
vor enoztl dl'ttx:.nal payment of premia on the life-policy, which
e \Zl dnrll the reach of the generality of the working
" 1arg; CIan a;stly, the system excluded from its operation
et ss 0 .people,.w.ho were not in a position to pay

ull cost within the limited number of years it allowed.

~
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Tenant Co-partnership system:—To overcome these diffi-
culties, the system of Tenant Co-partnership was devised.
Under this method, the houses are owned not individually by
members, but collectively by all of them, i. e. by the society
on their behalf. The society purchases a large plot of land,
erects the buildings suited to the requirements of the mem-
bers, and lets them to the members on rent. By this form
of grouping of the houses, the society is in a position to
keep up the character and good condition of the estate as a
whole. The first society was started in England in 1881 as
Tenant Co-operators, Limited, but it was not able to obtain
a single estate. The houses being built on different estates,
the society was not able to achieve the full ideal. The system
found no imitator till the year 1gor, when the Ealings
Tenants, Limited was started in a suburb of London, and it
built the houses in a single estate. The experiment became
popular, and was soon followed by others in quick succes-
sion at Hampstead and other places. These societies are
registered under the Industriat and Provident Societies’ Act.
In 1905, was formed a central organising body under the
name of Co-partnership Housing Council, and in 1907, a
Federation of all the societies was formed, known as the
Co-partnership Tenants, Limited, for assisting in raising
capital and in other matters as a Central Organisation. It
has a trade department, an architects’ department and an
audit department.

The method adopted:—Each resident member has to hold
a substantial part of the share capital, equal to about one-
fifth to one-third the value of the house occupied by him, and
equivalent to the margin of safety in the Building Society
system. The amount may be paid in lump payment or by
instalments. The rest of the required amount is raised by
the Society by long-term loans through debentures, carrying
interest at about 4 to 5 per cent., which are readily taken up

by the public. The rent charged is calculated on the basis
8
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f’f the charges and taxes to be paid on account of the houses,
including their up-keep and repairs, a sinking fund at about
half per cent., and interest on capital which does not exceed
5 per cent. If any surplus is left at the end of a year, it
1s divided among the tenants in proportion to the amount of
rent paid by them, and is credited to their account until the
amount reaches the total cost of the house. The manage-
ment of the society is in the hands of the tenants themselves.
Tl.lere is no chance of increasing the rent as in the case of
private landlords. No tenant can be ejected except for a
grave offence, or if he becomes a nuisance to his neighbours.

Advantages of the system:—The tenants in the system
have the security of continued residence without enhance-
mer.lt of rent. They are, therefore, as good as owners. The
society also provides pastimes, pleasures and all the amenit-
tes of a club and institute. In case any of the tenants has
to leave the neighbourhood, he may sell his shares to another
member. In the alternative, the society would let out his
house, to one of the waiting members, and after recovering
the amount from him, it would be paid to the outgoing mem-
ber, wh-o is also entitled to receive interest on his capital in
the society from the date of his leaving till the date of pay-
nTent ?f the capital. In the event of the death of a tenant,
his heirs may elect to reside in the house, paying the fixed
rent, but should they decide to leave the premises, the
amount held by the deceased member would be paid to them,
as is done in the case of the outgoing tenant,

Co-operative Housing by Employers of Labour:—Many
employers of labour in European Countries have built decent
houses for the labourers cmployed by them. Some have

even encouraged co-operative housing for their benefit. The -
n this direction arc the Portsunlight of

- hotable instances j
:/hﬁ Lever Brothers of the Sun Light Soap fame, and Bourn*
tll1 © of the C.adb“r)’ Brothers of the Chocolate fame. Both

€S¢€ enterprises consist of garden villages on the co-part
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nership system, the tenants themselves administering the
estates, though the employers have contributed a part of
the capital.

State and Municipal Aid to Housing Societies:—All Euro-
pean countries have recognised the value of the work done
by co-operative housing societies, by providing sanitary
dwellings to their members at reasonable cost or rent.
Municipalities help them by giving cheap land and remitting
the taxes for the first fcw years. The State provides them
with cheap capital. In Belgium, the Government Savings
Bank lends money to the housing societies at 3 per cent.
In France, Government has authorised public bodies and
benevolent institutions and trusts to lend them at rates vary-
ing from 2 to 3 per cent. In Germany, the Municipalities
are authorised to support such societies by cheap land and
capital, by constructing roads and sewers and by giving
technical advice through the Municipal architects. In Italy
and Holland; and in other countries, assistance is given to
housing societies on similar lines. In Great Britain and
Ireland, the Housing of the Working Classes Act of 1890
authorised the Treasury to advance loans to Housing Soci-
eties, and even to joint stock companies undertaking similar
work, for a period of jo years, not exceeding one moity of
the value of the land and buildings, at 3} per cent. {Secs. 67
and 83 of the Act). The new Act of 1909 gives further faci-
lities, and the period of the loans is extended to 8o years,
and the extent is raised to two-thirds the value of the pro-

perty, (S.4). The Act also authorises local bodies to under-

take housing schemes for working classes, to support such
schemes prepared by Housing Societies, and even to sus-
pend any local bhy-law, which might impede the work of the
societies,. The Act is also made applicable to rural areas.
A propagandist association has been formed under the name
of Rural! Housing Association to encourage co-operative

housing in rural areas. After the War, Government helped
8*
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various ‘societies by subsidies to meet the loss caused by the
high cost of labour and materials. All these measures go to
prove the anxiety shown by the State in improving the hous-
ing conditions of the people.

CHAPTER XVI
CO-OPERATIVE HOUSING IN INDIA

The beginning of the movement—The Bombay Co-operative IHous-
ing  Association—The Saraswat Co-operative Housing Society—
Capital of the Society— Working System—Sinking Fund and Re-
pairs Fund—Government Loan to Housing Societics—Land acqui-
sition power to Co-operative Societies—DProgress of Housing Soci-
. eties—Tenant Ownership Systemi—Tenant’s Society—Rural Recon-
struction Societics—Rural Housing Societies—Absence of working
class Housing Socicties—Difficulties of Housing Socicties—Housing

Societies in other provinces—Lahore Model Town.

The beginning of the movement:—The only encourage-
ment received by housing, at the carlier stages of the €O~
operative movement in India, consisted of casual loans ad-
vanced by credit societies for constructing dwellings, this
being one of the various purposes for which advances were
made. But no society was started for the distinct purposé
of advancing loans for enabling members to own houses:
After the enactment of the Second Co-operative Act of 1912
attention began to be directed to the possibilities of forming
co-operative housing socicties. The initiative in this direc
tion was taken by the Bombay Presidency, where a not”
official body known as the Bombay Co-operative Housing
{\ssoeiation was formed in 1913, for carrying on prOPagandal
in favour of the movement.

The Bombuy Co-operative Housing Association:—A paper
read by the present writer on ““Co-operative Housing’’ at
the Provincial Co-operative Conference held in 1913 led, o

Ik

the recommendation of the Conference, to the formation of
the Co-operative Housing Association about the end of the
same year. Mr. J. P. Orr, 1. C. S., the then Chairman of
the Bombay Improvement Trust, was appointed its Chair-
man, and the present writer, its Hon. Secretary. The As-
sociation carried on intensive propaganda by holding weekly
meetings for discussion, by organising public lectures, and
by publishing leaflets on the various aspects of the housing
problem, and the possibilities of meeting it by recourse to
co-operation. It also framed a set of model by-laws for
forming co-operative housing societies. The Association
next approached the authorities to extend to such societies
the various kinds of facilities which are given to them in
European Countries, but none were given except long-term
loans.

The Saraswat Co-operative Housing Society:—The first
society formed was the Saraswat Co-operative Housing Soci-
ety of Bombay, which was based on the Co-partnership
system, and registered as such in 1915. It erected three
buildings by the end of that year, and two more in the fol-
lowing year, on a plot of ground taken from the Bombay
Improvement Trust on a lease of ggg years. All the build-
ingé contain three storeys—a ground floor and two upper
floors. Each building in the first lot contains six tenements
or flats, two on each floor, the three buildings together con-
taining 18 flats. Each building in the second lot contains
four flats on each floor, the two buildings together having
24 flats. Each flat is self-contained. The accommodation
provided in each unit of the first lot of buildings, consists of
two bed rooms, one living room, a kitchen, a verandah, a
W. C. and a bath room; and that in each unit in the second
lot is on the same lines, except that there is one bed room
less. One of the flats in the first lot is occupied by the
Shamrao Vithal Co-operative Bank belonging to the same
Community, and another has been structurally altered to
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form a meeting hall with a library and reading room, and
is placed in charge of the Association of the Community.
Both t‘hese institutions pay rent like other 4o tenants. All
the buildings are fitted up with electric installation, and two
outhouses are huilt for the accommodation of serva)nts. The
cost of the whole property amounted to a little over a lakh
and a half of rupees.

Capital of the Society:—The capital is made up of shares
of Rs. 20 each, and debenture bonds, also of the same value.
One-third of the total capital was contributed by members,
.the tenants in the first lot contributing Rs. 1300 each, and
In the second Rs. 1000 each. The total amount collected
fror‘n them amounted to about Rs. 48,000, the rest of the
capital being made up by loans and deposits, The maximum
rat.e of dividend is fixed at 5 per cent., and the same rate is
paid on loan bonds.

Working System:—Rents are fixed to cover all charges
and expenses, which include the ground rent, taxes and
rates, fire insurance, interest on capital including dividend,
f'and annual contributions to two funds, one being the Sink-
ing Fund and the other the Repairs Fund, and contingent
charges including wages of servants for the up-keep of the
garden and the buildings and the night-watchmen. The
monthly rent of the four room flat including contingent
charges varies from Rs. 32 to 40 per month according to the
’Hoor, and that for the three room flat from Rs. 23 to 30-
The electric charges depend on consumption. The interest
and dlvidend due to the tenants on the capital paid by them
was heing credited to thejr accounts, and a small additional
::onthly levy was made, till the capital holding of each

nant amounted to two-thirds the value of the flat occupied

by him, so that the society may be independent of outside .
t.  This process was completed by the .

capital to that exten

i’:: (;f the 13th year of the society, and thereafter the Society
> Deen paying interest ang dividend in cash to the mem-
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bers. 'The scale of rent is about 30 to 4o per cent. lower
than that prevailing in the locality, with the result that,
there is a constant demand from new applicants to occupy
a flat that may become vacant.

Sinking Fund and Repairs Fund:—The Sinking Fund is
intended to replace the capital spent on the construction of
the buildings, and may be utilised in re-erecting them at
the end of their natural life, calculating this period at about
8o years at the Jowest. About } per cent. of the capital ex-
penditure carried to this fund every year, with the accumu-
lated interest thereon, would be sufficient to answer the
purpose. But the society carries nearly § per cent. per
annum, and adds to it the interest earned thereon. The
accumulated amount of the sinking fund at the end of the
r4th year aggregated to Rs. 18,400. At this rate, in about
30 years hence, it will equal the capital expenditure. To the
Repairs Fund a slightly higher amount, equal to {ths the
capital expenditure, is carried. All annual repairs as well
as capital repairs are made from this fund, which has left
a balance of Rs. 7,000 at the end of the same period. The
total amount spent on all kinds of repairs in the past amount-
ed to Rs. 17,000, including renewal of electric fittings.

Government Loan to Housing Societies:—The chief difh-
culties in the way of formation of housing societies are that
they are unable to secure cheap capita!l on a long-term basis,
and suitable plots of cheap land. The Saraswat Housing
Society was able to get over them because the Shamrao
Vithal Co-operative Bank helped it with loans at 5 per cent.,
and also enabled its members to borrow from it the amount
to be invested by them in the society. After the society had
obtained its land from the Improvement Trust, all the avail-
able land in the Gamdevi estate was taken up by private
parties. Other societies that were being formed lat?oured
under great difficulties, until Government came to 'thelr res-
cue by the offer of loans. The Bombay Co-operative Hous-



120
lg“iﬂliSj?L;lsz;on]mad‘e represe;ntations to Government for the
e amhoriwpl oz‘ms to lmu.s?ng societies, and also to induce
at the g (;531 .O(Eal. authorm‘cs to acquire land, and place it
centation pthou T .such housing societies. The first repre-
oo d;wn t;g} shuppc?rted by the Local Government, was
hoes by the Government of India. The second,

er, received favourable consideration. Under Govern-

ment of India Resolution No. 14336 of 27th November 1917,

the .
suchL;Cc?::ti(;zvirgment was authorised to advance loans to
tion the rate : : per cent. interest. On further representa-
loan that ma W?: reduced to 5} per cent. The amount of
three-fourthe );h e a‘dvanced t‘o a co-partnership society is
repayable hulf e P«;ud-up capital for a period of 40 years,
of societies of _yzér.y by Cquated. instalments. In the case
ed to be mad “: lVlldual ownership, the loans were authoris-
each rnembere olt e extent qf t‘wice the capital invested by
is 20 years ond ar;ld and buildings. The maximum period
yearly e ua; (z;n. the repayment is also provided by half-
cociety (ivh.eh 'ms.talments. The loan is to be paid to the
either k’ind (13:‘ In its turn lends to members. The loan to
and is advancS(;le,ty is secured by mortgage of the property,
certificates of :h Y two instalments, on the production of
e progress of building work, issued by the

society’s Engineer . !
neer. g , and verified by the Government Eﬂgl'

La isits
regarndd< ;fqumtwn {J?z})er to Co-operative Societies:—AS
s the other facilities prayed for by the Housing Asso-

ciation, all that the Governm i
s e ent
Acquisition Act I of 1884, nt did was to amend the Land

fncluding those for housi
included in its business, (s

enabling all co-operative societies
ng, to acquire land for purposes
concession was alread ce Af“(:ndhg ../Xct 17 of 1919). This
and by the amendin Ay enjoyed by joint-stock companies,
registered under thg ((j:t 't has been extended to all societies
those formed ¢ O-operative Societies Act, and also

under the Societies’ Registration Act of 1860
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But the pracedure of acquisition, though suited to compan-
ies, is slow and costly to co-operative societies. Recently,
the High Court of Bombay has held that the benefit of the
Land Acquisition Act cannot be extended to societies regis-
tered under the Bombay Co-operative Societies Act, unless
the former Act is amended to that effect.

Progress of Housing Societies:—The success of the Saras-
wat Housing Society and the announcement of loan facilities
by Government gave encouragement to others to form
similar societies. Two societies were registered in 1916,
five in 1918, six in 1919, and thereafter societies sprang up
not only in the Bombay City and its suburbs, but also in the
districts. Some of them did not start work. At the end of
March, 1930, there were in all 67 societies with 2 membership
of 5847, and a total working capital of over Rs. g3 lakhs,
of which over 18 lakhs were formed of share capital, a lakh
and a half of the reserve fund, and over 35.5 lakhs of the
amount of loans advanced by Government, and the balance
of nearly of Rs. 38 lakhs consisted of deposits. Of the 67
societies, 23 are in the City of Bombay and its suburbs,
19 in Ahmedabad, 9 in Karachi, and the rest in the other
parts of the province. The societies of the Co-partnership
System have not found favour in the districts, while in the
City of Bombay, societies of this type as well as of individual

ownership are popular.

Tenant Ownership System:—Even the societies of indivi-

dual ownership type help their members to build houses in
close proximity on the land acquired by the society. The
houses are not scattered, but are located in a compact area,
a piece of land being set apart for playground and a com-
mon hall. All the societies are formed on communal basis.
It was, therefore, considered expedient that some restriction
should be placed on the right of a member to alienate his
property to any one he liked. For this purpose the Tenant
Ownership system was devised. Under this scheme, the
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xsr?ec:x?lt)}t;ratcot:: tlm? of handing over the plot of land to each
his intention tf;y:]i]t by a lease, stipulating that in case of
the society shall ;nate it alter or before erecting a building,
right of preempt; ave t!]e first choice to take it over by a
by Iaying'dow,l: ion, ."Ihe' Iease. also prohibits profiteering
price b obpe dcefrtam sttpv..xlatxons, that in case a higher
titled to o ned from outsiders, the society shall be en-
the Bomts j{re (}f the surplus. The by-laws published by
‘;U" have Zo me(i;.séiar of CO_'O.PcratiVe societies in Leaflet
of society as als t; L.d the original ones as to suit this type
Some sotie, s;]) 10s€ suited fo.r the co-partnership system
and joint owner zye combined in them both the individual
tween the two i:t P oystem. B.Ut 2 conflict often arises be-
Tenants’ Soc; fl‘?Sts fo th? qlsadvantage of the latter.

above system is tehy'_A variation that is possible in the
to take one or ata n‘un?ber of tenants may join together
a long term of morf: bunldmgs on hire from a landlord for
selves. Such years‘, for letting out the tenements to them-

i ¢h a society, though it would be free from the

:;be‘;;tsgﬁ:daga"?“ defaults, and for making a deposit with
vance. The :;;’Omtm“"g to at least two months’ rent in ad-
have fajled chieﬂr " ade to start such societies in Bombay
lords to lease oo ty on account of the unwillingness of land-
ing themselves of r Fe. D) for a long term, thereby depriv-
o ;n:}eives of the chance of Increasing the rent.

ﬂood‘sr aof IO:Sﬂh R?COnstruction Societies:—The disastrous
Gujerat anr? S7indavmg SWEPt away a number of villages in
of Co-operative R’ sevcjral hf)usmg .so§ieties under the name
villages of e tehconstructlorf Societies were started in the
on the Tenant ‘0 f’ SUbTPFOVIIlces. The scheme is based
a period of 1 ¢ a\tnersh,p System, but terminating after

5 to 25 years. Government agreed to advance
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loans to the extent of 8o per cent. of the society’s capital,
but actually the limit did not exceed 60 to 70 per cent. The
rate of interest was fixed at 5 per cent., and the societies
charged 6 per cent. to members, retaining one per cent. for
working expenses. No dividend is allowed to be paid on
share capital, all the profits being /required to be carried
to the reserve which, on the dissolution of the society, is
to be used for the common good of the members. As the
scheme was a temporary measure, devised for the relief of
flooded areas, there is no chance of such societies being
formed or helped similarly in future. There are 25 such
societies in Gujerat and the same number in Sind. The
model by-laws of such societies were published by the Regis-
trar as Leaflet “U I"’. A few similar societies were also
formed in Malabar in the Madras Presidency.

Rural Housing Societies:—Co-operative Housing Societ-
ies in villages, other than those for the work of reconstruc-
tion in devastated areas, have recently been formed in
Dharwar in two places. The old village site having become
overcrowded and insanitary, a new site is selected for shift-
ing the village. In the case of the Dambal Housing Society,
the new village site has been given by Government, and its
lay-out is made on approved lines, and houses will be well-
lighted and ventilated. Each house is estimated to cost
about Rs. 500 to 800, and three-fourths of the cost will be
borrowed from Government.

Absence of Working Class Housing Societies:—No co-
operative housing societies are started among the working
classes, either in Bombay or in other parts of the country.
“This is in striking contrast to the conditions prevailing in
England, where the co-operative housing movement had its
origin among its working classes, as in the case of the Co-
operative Store Movement. The reason is not far to seek.
Great efforts were and are still being made in England
and other European Countries since the beginning of the
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Industri :
among l;:eRv:::ﬂ?:on lfor a systematic development of thrift
for affording religf classes. The Friendly Societies started
employment or Sic(:( to workmen on death or during un-
for doing awa .n:SS’ and. the co-operative store societies
the results of tiown ffthe middle man shop-keeper, are all
encouragement osfe i orts. Unfortunately, no effort for the
working class thrift has received any thought in the
Bt sociution 1 movements started in our country. No bene-
§ nave yet been started in this country for the

working ¢l
g classes, nor have the few store societies started for

them ha
ve proved successful. The housing societies requir-

INg a mu .

Ofgquestiocr:1 flc:::g;ir N esfment of capital are, therefore, out

far confined to th em,‘d'lh05e that have been started are so

traders and the 1']3 middle classes, such ag clerks, pleaders,

earnestly‘ wish tl:ate’ End are all on a communal basis. We

in this cou the organisers of the labour movement
ntry would study the various forms of thrift

adopted amon :

g the working clas
: .. sses of Euro i
and introduce similar measures a pe and America,

this country, mong the working classes in

to
prise for the im;:c?:fn:ahim fto undertake co-operative enter-
n 1 .
conditions of life. of their housing as well as other
Difficulties -
' of Housing Socieli
. cielies:—A  houst cOCi
ll‘;qu'lres a far larger capital than any using  society
urin : ’
Withoft ;:(: 'perlf)d of construction it has to invest capital
to pay iﬁter:(lantg Income, and at the same time, incur liability
the societi st on borrowed capital. In addition to this
s ocieties in Bombay undertook the S,
h:(r;ng’ the War time when the cost of
ces gone up abnormally high, and a co
sation, i. ..
ings, the, lc e.t wher} the societies had completed their build-
GovernmentoS again went down. On all these grounds
ing the rate V(‘;"fisi:f proached to give relief by further reduc-
erest on ]0 M
had so s ans in the case of those who
suffered, but all that Government did was to defer

other type of society.

labour and materials
uple of years after its

work of construction
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the payment of interest accruing during the period of con-
struction. Another difficulty is that, when agricultural land
is converted into building land, Government, under Rule 56
of the Land Revenue Code of Bombay, raises the rate of
assessment to a much higher figure, which is again subject
to fresh periodical revision as in the case of other land
revenue. The representations made to Government on these
matters did not meet with a favourable response. On the
other hand, the housing societies receive no favourable treat-
ment from Municipalities, in spite of the fact that the
ge amounts on development of land by
and reduce the work of collection by
paying the rates and taxes in lump for all the buildings under
their charge. Even in the case of societies which have made
their own sanitary arrangements, and therefore receiving no
service from the Municipality, the latter has refused to fore-
go its pound of flesh in the shape of sanitary cess. All these
hardships have considerably handicapped co-operative hous-
ing enterprise, which, with a more sympathetic treatment,
would have shown far better results.

Housing Socielies in other Provinces:—Housing societies
began to be started in other provinces when Goy?rnment
began to advance foans to them as in Bombay. T'hey are
all of the type of lending societies for individual ownership.
There are at present in the Madras Presidency about 130
societies with a share capital of 9 lakhs, and Government
has lent to them about 20 {akhs at 6} per cent. The loan
to each member varies from Rs. 35,000 to 6,250, he being
required to contribute one-fifth the borrowed‘capital.as
shares. In the rest of the provinces, the co-operative housing
movement has just commenced to make its appearance, 2s
will be seen from the small number of socicties registered

in them. Burma T, Ajmere-Merwara 2, Bihar and QOrissa 1,

Central Provinces and Berar 2, United Provinces 6 (only 3
All these societies are for

of which have started work).

societies spend lar
constructing roads,



term loans to members for house building
purpose.  Among the Indian States, Mysore alone has 18
“Housing Societies’’ merely advance loans.
Cochin has 3 College Co-operative Home to provide board-
ing and lodging to students,

Lahore Moder Town:—The most interesting experiment
requiring some notice as being a bold measure, is the Lahore
Model Town Society of the Punjab. It has now go; mem-

bers; a working capital of 33 lakhs; 75 residential houses are
finished or are u

nder construction ; 8 miles of metalled roads;
a club house; a tyhe well; a regular motor service to and
from Lahore; 2 school; and a dispensary; thus, it presents
2 remarkable achievement, Wi, the help of a cash credit
from the Lahore Central Bank, it has paid to Government

» but they, too,

CHAPTER XVII
CO-OPERATIVE MORTGAGE CREDIT IN GERMANY
Nature of Co-operative Mortgage Credit—
Mutual Banks of Landschaften—1h,

tem—The procedyre of Loans—How mo
Land — Administration — Py

Landscha/t—]oint-Stock

Land Improvement Rani

Three types of Banks— ‘
first Landschaft—Its sys-
hey is raised—Valuation of

wileges to the Landschaft — Central
Land Banks—State

s—Saving

Mortgage Banks—
Banks—Insurance Companies—

Prussian Provincial Aiy Banks—Rent Charge Banls.

» by particularly appro-
and not the mere lending of money on
mortgage, as is done, not merely by money-lenders, but also
by joint-stock banks, and even by the ordinary co-operative

127

. _ th

redit societies. In Germany, many credit societies, lbod
Cf the Raiffeisen and Schulze-Delitzsch type, have been len
o

' ing on mortgage, using only the good lying money for that

iod. The Casse Rurales of
e e n?toffe:nlzncﬁngel:l?ii business. The Italian
ance’hla;»vekasl showever, do the business by issuing long-
tf:::'?riﬂ:)ind: r;or’that purpose. In In(?ia, se‘veral .crt:litt :}(]);
cieties lend on mortgagt?. }I:ut all this business is ’ ;
' i ere.

mOYr'}tgzeg et;;z.? ltofd e;lr:n;evslﬂ‘—Mortgage Credit Banks are <:f
three kinds; (1) Mutual or Co-operative Banks', (2)ra]notlirr:g
stock Banks, and (3) State Banks. O]ther agencies g
o ]Boan;sal)s:)If:rljdt;chaften:—-—The mutual land bfmks

Mutnﬂld l:)m the German Landschaften. They have. nenth}:er
are t}’Plﬁe. 1ynor dividends; they accept no deposits ; the
S'hafff‘cai'"ta limited in the earlier banks, but limited mbt e
liability is L.m' ital is raised by debentures.; the mem ;rs
iter oness o on the whole administration; the pro t?
themse ves carryers by the reduction of the cost of the loanlsf :
go to the borrOfWr long periods and are repa‘yable by h;\ -
" ];)ansq:;fedoinstalments, which include interest and a
early e nst
[y)ortion o‘f thipriirlccl;:Z};.'—The first land mortgage bank.olz

T e tarted in Germany in Silesia by.Freder‘lch
La“dSChafF 6o for the landholders of that province, with-
the Great‘ L !739 te money. Two other such b-anks stanted
ut the aid Of (tiab' State' funds, but the Prussna'm constl.:u-
]a'xter wferegthfieba)rred the State from en(:]omsr;itesn}l:(l) ;i/r-'
it::::it:ﬁo:‘ssor guarantee if]g thetl:; :l?:}(ljsb'an;fs.e ’
e graﬂted‘ Sel"e’i’}]]epfé‘i’]’:ig:: Bank, every owner of land

e n'oin it, whether he required a loan or .nof,
ot e to:: art;r to the general liabi]ity.. Tne liabi-
:rtl; \ta:lauss L?:lci?nn':tid, ‘;or the principle of limited liability was
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;::11;*00(:,125;1 ‘;;tinai much later date, in 1889. The rule of every
banie On]] t;1{.}‘the Bank was relaxed in the case of other
vasie o ¥ those who borrow become members and
e special reserve fund s instituted as an additional
security,
Th
Landz(:h[)a;(;c;il:re.o‘f Loan:—The whole procedure of the
the el o w.h.s‘lhnce bcen' regularised.  Any landowner of
on the seer xcf t'he socicty was created can claim a loan
o lan(i throuy }(,) his land at any time. The Bank values
the extens tg lt:.own valuers, and the loan is issued to
or i ant Cagewo.-t lrds the valuation, in bonds generally,
ing fon ﬁxéds In cash, as the case may be, the loan run-
loan or part of i:umber of years, with liberty to pay off the
beriod. it o :lht thf: cbo:ce of the borrower within that
interest at thg q): )e sinking {und (about # per cent.), and
from 33 1 . S emc rate at which the bank pays it, varying
ment. sxpent [;nrdce;)t., Plus a small amount for manage-
ceeding ot e the reserve fund, all together not ex-
coeding hp r cent. All t}'le cost of valuation and the
Ston have also to be paid by him, the amounts being
TC(;;lCCd to as small a figure as possible.,
Lam;):zhr:fc;ni};utz n:)zsed:~"l‘o raise the money required, the
drawimg ths .on(?s. These bonds are redeemable by
- a;(,: e de'sml'nn‘g fund. money accumulates. The
el d.i;t.e\ in distinct 'serl'es, each series being dealt
- s : stinct 1s‘sue‘, havmg its own management fund,
- vet lL:nd, and sinking fund. The usual practice is to
:t )fraou- tle moncy to the borrower in bonds reckoning them
ce-value. Except in two cases, the Landschaften in Ger-
ma;y ha\.ze no share-capital.
Ban;:h;;lttt(;]r; ‘1{‘ La.nd:~The most important work of the
are to o e ? uaénon of the properties on which advances
tion e (.;ov ome of the Landschaften take the valua-
o )y‘ ernment for land tax, for which there is
rate system in Germany., But the others employ
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their own valuers who have a direct interest in the result,

and who will be held responsible for the conclusion at which
are landowners themselves in the Land-
d on the ground of their per-

They are elected for their

they arrive. They
schaft, and such as can be truste

sonal standing and character. e el .
competency. The consideration they receive 1s expenses an

a small honorarium per day- The v.aluation i‘nc.ludes all
sources of income, such as standing tlm'ber, buﬂdlngs,.th(?
latter being valued on the insurance basis. T.he. vz;lutamzz:
of land are very carefully carried out, and limite o‘.b]

actual business value of each property, and not the gossx é
sale price. Of the value thus ascertai.nc'd, the ban}l:. ad fla?l?;:
one-half, with powers to extend the limit to two-t llr s(;n e
owner of the property is free after a time tO z'lgp]), n e
same valuation, for a return of what Iixe has paid, estsa ey

¢st and expenses. Thus a loan may v1rt'ually be outsh Bani
for any length of time, After the loan 18 granted, the )

watches that the conditions are carried out and the property

is kept up to its valuation point.
Administration:—The Landscha

i i des on
€rned rd. which inclu alar)
by a Central Boar, he State examination

Permanent official who has passed the : -
(Iualifying for the office of a Judge, T}'HS Boa(;dlslssttl:t]:::
to the control of a Committee or Coun?ll of A r'm:: s
and of a general assembly, both bexflg" .ele?tle' o cens
Directors are also elected for the chief divisions O

.cation is secured by
of the Bank, and a further decentralisation 15 S€C ed by
, All the ofticers render gratuitous

ften of Germanpy are gov-
e salaried

District Committees.

Servi(:e ] h

! issued. by the

p rivileges to the Landschaft:——The b::(::ee S tments.
v cing as

bank have the privilege of ranking o motion from

i d
The Landschaft enjoys fiscal exemptions a‘; b Crown. They
stamp duty. Tts officers rank as Officers 0

p u 1S
Bd to Ca” t]le ub]IC au[hot ities to f m ]l
: upOn

. . . H o per
any official informatton relating to P 9
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The doc ;
" may for‘é:g:ho(r)f the .Landschaf.t rank as public record. It
Court. Thg: res I?F’Po'ﬂt a receiver without the order of a
schaft find a rc;allc] , 1%, that the bonds issued by, the Land-
varying from 4 t(z n]larket, even at a low rate of interest,
securities amou y 4: per cent. The sum invested in such
great bencfi Ofnz at present to‘ about £7100,000,000 to the
State security, th g”iukurc. Though the honds carry no
securities, » they have ruled steadier than Government

Centra . .
Landsch :& e’:;fsglﬁm[t:-—'l here arec now 23 Co-operative
form the Centra] } "(Tl‘aﬂy, 8 of them had joined together to
security, and to andschaft, to provide a better marketable
managed by a COSUPPMt the weaker landschaften. It is
Banks. Of the Br::;:tee of the Presidents of the affiliated
4 remain within 1 s whlch- had originally joined it, only
Joint-stock Lande ;mon’ bel?g closely grouped together.
tion. They rel fmks:—'l hese banks need no descrip-
deposits, and iSS‘); ﬂ:ia;;ﬂy on share capital and long-term
man Law reQUi;‘e: ﬂe entures if so autherised, for the Ger-
are associations (;f TUC: an authority for their issuc. They
case of Landschaft enders, and not of borrowers, as in the
tion to be ~eitab](‘m]' The?v‘also require Government sanc-
secured upon s -fl‘s‘md' The mortgage bonds are not
bulk of afl thepem ic property, but are secured by the total
They deal in enmor;ga.ges and other assets of the Bank.
large P"Opertigq er;h with urban credit, such as houses, or
Germany  foning more are now 37 banks of this kind in

State Mort ;ng» rgoney on_mortgage sceurity.
Banks in Gerriaitv ‘H"ks:—'rh?re are 16 State Mortgage
the whole of a St:t' some of which have been established for
trative district -ti'. and some for a province or an adminis-
institutions areWI in a Province. The liabilities of such
State, prov;ncialguaraf’te’?‘i by the public authority—the
t0 individual 1 or District concerned. They make loans

ual land owners on mortgage security.
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Land Improvement Banks:—There are also several land
improvement banks in Germany started by Government. The
most important improvements in connection with the agri-
cultural land are concerned with drainage, irrigation, the
Eonstruction and maintenance of dykes, and the protection
of river banks. Credit for land improvement stands between
personal and mortgage credit. The business is conducted as
in a mortgage bank.

Savings Banks:—The Savings Banks are a class in them-

selves. Yet they play a very large part as mortgage banks

in European countries. In England, France and India, the

Savings Banks invest their deposits in the State Treasury.
But in Germany, Austria, Italy and the United States of
America, the Savings Banks have, within certain limits laid
down by law, the free disposal of their funds, one of the
permitted investments being first mortgages. These banks
invest enormous amounts in mortgages, and thus act in a
way as Mortgage Banks. As regards agricultural credit,
especially mortgage credit, German Savings Banks are in-
stitutions of very great importance. Nearly three-fourths
of the amount to the extent of £ 370,000,000 are invested
in mortgage credit. There are no Post Office Savings
Banks in Germany. The Savings Banks in that country
are public institutions established, supervised or managed
by Government units of a commune, town or district, as the

with numerous branches.
anies:— L he Commercial Insurance Com-

Schemes similarly invest to

case may be,

Insurance Comp
d also State Insurance

panies an :

the extent of three-fourths of their funds in first mortgages

of land. . .
Both the Insurance Companies and the Savings Banks 1is-

sue their loans in cash, as they have no power to issue bonds.

The periods of loans are shorter than those granted by Mort-

gage Banks. One disadvantage is that the loans granted
[

by these two concerns are subject to the condition of being
9*
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Z;ﬂ:::lsnisliar:gmh's notice, though in actual practice, the
obtained fom e yk Vcnforced, as accommodation could be
osarane (o ns by transfer of mortgages. Loans by
et bu“d-pan‘lcs are genera.lly of large amounts on
Banke goan: cvglngs ?)Vthh can easily F)e _valued, but Savings
operatin very small loans within the areas of their
thi:l;:::s iP,ntm"‘wia’ Aid I.i‘mzks:——:l‘hc main function of
o Cha;ac:cro stupply credit to bodies of a public or semi-
ondt et ’:.f) (':ommunes, commercial groups, school
o Churct .“g msatxm:\s, and c.o-opcrative societies, espe-
Y societies undertaking land improvement. These banks
are 'cc?nducted as branches of the provincial Government
administration.
(I)Rli)u%‘Churga Bfmks:—T}.]c function of these banks are:—
» Issue bonds on certain conditions to vendors upon the
sale of their property for conversion into small holdings, and
:;.bﬁ responsible for the annuities due in respect of the’Pur‘
m:::: Sifthseurc}:ohoidmgﬂf; (2) tf) grant loans for land settle-
e, eith dwcl?i y .() prehmmary. c.harges, ete., or for the
¢ : ng.s.and farm buildings; and (3) to settle,
y cash payments, with co-heirs to propertics.
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CHAPTER XVIII

CO-OPERATIVE MORTGAGE CREDIT IN OTHER
EUROPEAN COUNTRIES

General features of the system in other countrics—Features of the
Land Bank of Holland—Features of the Mortgage Loans in Bel-
gium—Credit Foncier of France—Federal Farm Loan System of
America—Morigage Banks in Japan—Peasant Land Bank of Rus-
sia—State Socialism of Ireland—Building Societies of England and
America—Agricultural Banl: of Egypt—Defects of the Egyptian
Bank—Joint-stock Mortgage Banks of Egypt—General features of
the European Mortgage Banks —Objects of the loans—Funds—
Credit to Small Holders—Educated peasantry.

Other Countries:—The Institution of Land Mortgage has
radiated from Germany to other countries, such as Russia,
Poland, Austria, Hungary, Denmark, Norway, Sweden, Bel-
gium, Holland, Italy, and France. In some countries, the
house property is not included in the security, as its value
is not accurately ascertainable, and its life is not so perma-
nent as that of land. In some countries, Government has
given subventions, in some it has given a guarantee, in some
both, and in others, Government itsclf has started a Statc
Bank. The main features of some of the banks will bg des-

cribed below.

Features of the Land Bank of Holland:~One important

feature of the land bank of Eindhoven in South Holland is
that it affiliates primary credit societies, and lends only to
the members of the societies so affiliated. Other per:§0n5
in those localities who wish to borrow can join t.he socn'et.\',
if they are of good character. Where no society exxst?,
the Bank will lend to any satisfactory applicant. The soci-
ety is not liable for a loan made to one of its members if
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the e woithe
Pert;-m 0:?:);1 :::h;n fifty per cent. of the value of his pro-
a maximum of 66 e made in excess of this proportion up to
security, or induc 1}):51' cent., 1f. the borrower gives other
extra amount TES ts local society to stand surety for the
the borrower:s r e_maxun.um term of the loan is 4o years,
itself places ‘th e tf.}elr loans in cash, and the Bank
managing ;:ome.bonds issued by it in the market. The
elected in Gen;l;te;{ an‘d the supervising committee are
Inspection is carried ceting by the sharcholding  societies.
Bank which recei ]ex " b).l the St?ﬁr of the ordinary Central
bank. ves certain contribution from the mortgage
th:“::z;:. Ofé::tM;)rtgage-me:c in Belgium:—In Louvain,
A member;, lyi I-af Bank itself issues the mortgage loans.
of his Positi([:: y;,I'Ig Lo such a loan must send in 2 statement
and the use t ! l;-mle fo t.he property offered in mortgage,
ment is Checlfedw 1c: }Te will apply the money. This state-
vising  and Manan' signed by. the members of the Super-
forwarded to the ?ngg COmmntt-ees of his society, and
perty. The societ entral Bank'wuh a valuation of the pro-
that loan. "I:hec ll(;oy recommending the loan will be liable for
right of summar rrower 'mus't acknowledge the mortgagee’s
gagor’s tile r 'y execution in case of default. The mort-
the Public Rec uf; be attested by a lawyer after examining
funds for thic ords. The tern.m of the loan is 20 years, and
about 10 vear P?rpose are raised by long-term deposits of
are made 1); th: o which b‘mdﬁ are issued. Direct loans
join, but a hi ;e is no loca! society which an applicant can
Would be chatred oo o crest of onefourth per cent.
members of a Sgot:: to ver the usual 5} per cent. charged to
is based on the cr:;i');. T'he reason why the mortgage credit
the Credit Societi 1t soctety in Holland and Belgium is that
country when th tes were already widely spread over the
taken, whereas ¢ co-operative mortgage was first under-
In Germany and Scandinavia, the credit
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movement had not begun when the first mortgage institution

was founded.
Credit Foncier of France:—The Credit Foncier of France

is a combination of joint-stock and State Bank. Though of
private foundation, it owes its origin to a special law, is
specially privileged, and is quasi-public in its management;
the Governor and some of the Directors are appointed by the
State. The Bank has the privilege of “‘purge’’ against un-
known claims. It has not touched the peasantry proper, as
it deals with urban property and larger middle class estates.
The Bank is also authorised to lend to municipalities, syndi-
cal associations for land development, hospitals, public esta-
blishments and on drainage projects, and to issue bonds
also against these loans.

Federal Farm Loan system of America:—This system of
land mortgage was introduced in the United States of
America in 1916 after a careful study of all the systems
operating in Europe. Though it secures.close QOVemment
supervision, it is founded on a co-operative basis. It con-
templates a gradual devolution of management and control
from the Government to the representatives of the borrow-
ers, as the stock capital provided by the Government is
substituted by that subscribed by the bo.rrowers themselves.
Every farmer who borrows has to subscribe an amount equal
to 5 per cent. of his loan to the stock‘ of the local Farm Loan
Association, which in its turn subscribes an equal amount of
stock in the Land Bank. The Associations are aliowed to
issue bonds up to zo times their capital and the.re.serve.. The
Bank is liable for the obligations of the Associations in pro-
amount of its resources. Though persons
other than borrowers can hold the stock of the Asociation,
only borrowing stock-holders can vote in the meetings. The

stock held by the Government is not entitled to dividef)d.
The Bank supplies long-term credit facilities, the 1oan. being
made to individual farmers through the local Associations of

portion to the
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the borrowers, which endorses the mortgage security. All
ﬂ'l(: .men:ll)ers contribute towards the expenses of the Asso-
(::;tlon in proportion to their borrowings, the contributions
mounting to about 1 per cent. of the loan. The Act pro-
vnd.cs that the rate of interest on loans cannot exceed the rate
of mte.rest on the bonds by more than 1 per cent., and in no
event it should exceed 6 per cent. Loans are g';iven for a
[})]erfod of 5 to 40 years, as the borrowers may choose. He
a;i;raﬁ; tﬁhre‘ .optum to pay .off his entire loan or part of it
: st § years. This secures him the advantage of
paying off his mortgage and borrowing again, if the rate of
interest has fallen in the meantime. The amortization instal-
$ﬁnts arc based on schedules prepared for varying periods.
1anz banks can gi\.re loans only on the first mortgage on
d, and only tq its owner or to one about to become an
?Ov;::r,caann(i) Snl?‘.lf he is enga.xged in actual cultivation. No
e can Tgheeln to guard.lans, execu%ors, administrators
or trustees. T oans are given to provide for the purchase
and o agricultural value, for the purchase of equipment,
fer.txlll‘scrs, and live-stock necessary for the farm, to erect
bulldm'gs or for the general improvement of the farm lands,
or to liquidate the old debts of the owner of the farm. But
a‘far'm, on the security of which a loan is given, must be
su.ﬂimently large to vield, at the hands of an avera:g’e farmer
L'vsm‘g average methods, an income sufficient to support the
tan‘n]y'of the borrower, and to meet the interest and the am-
oirt.xzatlon payment. Loans arc given up to half the estimat-
ed value. of the land mortgaged, plus 20 per cent. of the per-
;:ige;lbtru;slix:edl1mprovements on the land. The value of the
e .maii;cu :;uall purposes alone is taken into considera-
oo e egd :f, oan. Wlu?n the Yalue is settled and the
of title i ;’g e ap!)lxcant is required to furnish abstract
banle - Ben the; ee;:\ammed by the l.egal department of the
the. title. ahe xpenses of valuation and examination of
» the banks charge reasonable fees not exceeding
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actual cost. [Each bank is required by the Act to carry 25
per cent. of its net earnings to a reserve fund, and each Farm
Loan Association 10 per cent., as an additional security
against the bonds in circulation. The rest is distributed as
dividend to the shareholders in proportion to their stock-
holding, or in other words, in proportion to the amount of
their borrowings.

Mortgage Banks in Japan:—In Japan, there is an efficient
system of land credit. Long-term agricultural financing is
entrusted to a special Bank, known as the Hypothec Bank
of Japan (Nippon Kwangyo Ginko), which was founded in
1895 with an authorised capital of Yen 94,000,000, and it
has a paid-up capital of Yen 69,876,000. It was modelled
on the Credit Foncier of France, and its sole business is to
make long-term loans redeemable during fifty years on
security of immovable property- Without security it can
lend to the co-operative societies and public authorities. It
can raise additional capital by floating debentures. Both the
President and the Vice-President are appointed by the Gov-
ernment from among the directors, and the Minister of
Finance has a general control over the affair‘s of the Bank..
He bhas the power to fix maximum rates of interest. Agri-
al and industrial banks were established in each pre-
ars 1897 to 1900. Part of the capital
was subscribed by the shareholders, and the remainder was
paid by the prefectural authorities. They were solely rfmeax?t
to act as the local advisers of the Hypothec .Bank. .I.‘xke it
they float debentures, but they are essentially miniature
banks drawing funds from the Hypothec Bank. In 1921,
f these were amalgamated and were treated as mere

several o
b . of the Hypothec Bank. ,
ranches 0 e Pyp Bank of Russia:—The Russian Peas-

The Peasant Land . . .
ants’ Land Bank established by Government in 1883 1S
It deals with the peasants

another instance of State Bank. he peasants
through ‘‘Mirs or Communes’ . 1ts loans, as distinguishe

cultur:
fecture between the y€
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;‘:":mtthOSe‘ of the Credit Foncier of France, are small and
I, _exceed 123 r.oubles each. The Bank is, however,
WIng its operations owing to the growing inability of
the peasantry to repay the loans,

Stjttates St.)cz.a‘hsm of Ireland:—In Ireland, the principle of
e ocnalfsm was used, instead of a mortgage bank,
go‘vernment itself buying over the property from large hold-
::rcl(l:;(il;r t_he powers given by the Land Purchase Act, and
the priceg lt‘tim-ong the peasantry on condition of repaying
the sol with interest by instalments, the State becoming
Sole mortgagee. About three-fourths of the property has

thus been taken over by the State.
: B[”ldl.ng. Societies of England and America:—The Build-
'mg.So'cxenes of England and America are the real credit
institutions of the urban poorer classes, enabling them to
own h.ouses. In America, such societies are called Co-
operative Banks, as they make loans also for general pur-
z(r)esessul(;:crri?)o:gage security. The shares in both countries
criptions  Theo 1Y members and by small monthly subs-
thrit ;i'nce t‘;}’ ave proved to be admirable instruments of
habitua] soperes of the society compel regular and
ings Ba:{k t;crlptlons of fixed amount, whereas in the Sav-
‘Optiona], € amount and period of payments are wholly.
ngi}f);wr:;turall‘ Bank o]" Egypt:—The Agricultural Bank of
to in Indi: also be noticed ?ere, as it is frequently referred
et Oum connection with, the provision of agricultural
bank and w;sl;easantr)f. It is of the nature of a mortgage
special conces 9Unded In 1902 by a joint-stock company with
were subscr'bssciol[;s gramed. by Government. The shares
Ananciers EI‘ ;13 : y the National Bank of Egypt and a few
as A cla;; Loae concessions provided, that advances (kno.wn
15 months shonsl)dup to £20 each for a period not exceeding
gage securi 'u be made to small farmers without mort-
urity; and advances (known as B class Loans) not

.no limitations on dividend. Th
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exceeding 4300 each for not more than 5} years should be
made to small farmers against a first mortgage to the extent
of half the value of the property. This period was later
raised to 20 years and the amount to £r1,000. The rate of
interest was 9 per cent. Recoveries were to be made by
village officers of Government. Only principal and interest
actually recovered was to be taken to credit in the Profit-
and-Loss Account, unrecovered interest being ignored, and
overdue principal being deducted as a temporary bad debt.
‘The Egyptian Government undertook to advan’ce to the Bank
ght be necessary, after meeting
usting the Reserve Fund, to
make up a profit of 3 per cent. on capital invested in loans,
as a temporary loan without interest; the G.O\.'ernment also
guaranteed interest at 31 per cent. on £4% millions ?f Bonds
issued by the Bank. The cultivators, however, in many
cases misapplied the borrowed money to unproduct.n‘ze pur-
. monials, domestic joys, and litigation
often arising from boundary disputes. Overdue arrears
began to rise from year t0 year. F oreclosures and .sales on
d with the help of local Magistrates.
In addition to land sold through the Courts, the Bank itself
has been accumulating thousands of acres of unsold lanfi on
its hand. The Bank later on curtailed its loans to cultivat-
ors, except to large holders, but advanced lcfans to co(;
operative societies, t0 unregistered groups of cultlva\torsbank
to the joint-stock mortgage companies of. Egypt.. ’I‘heh an

pays dividend at 11 to I3 per cent. on Its ord.mary s :res',
and 20 to 4o per cent. on deferred shares, which are, how-

i has six branches.
ever, small in number. The Bank :

Defects of the Egyptian Bank:—The Ba.nk is composed.of
the lenders and not of the borrowers, and is not co-operative
as is the case with the Landschaften of Germany. There ?.re
e reserves of the Bank which

the benefit of the share-

in any year such sum as mi
all present claims and exha

poses, such as cere

a large scale followe

amount to ;42,000,000 will go to
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holders, and not of the borrowers. Moreover, there is no
supervision on the application of the borrowed amount; such
supervision, however, can only be successfully exercised if
it is taken up by the representatives of the borrowers them-
sclves as in Germany. The period of the loan was too short,
but later it was raised to 20 years. In Germany, the period
is very long, and so long the borrower goes on paying his
annual dues, the loan will not be recalled. Though a large
number of peasants in Egypt redeemed their old debts by
borrowing from the Bank at a lower rate of interest, the
effect was transient, because they did not exert themselves to
live within their income thereafter. The illiteracy of the
peasantry was a contributory cause to the failure of the well
intentioned efforts of the bank and of its sponsors.
Joint-stock Mortgage Banks of Egypt:—There are also
commercial mortgage banks in Egypt, the chief of them
being the Credit Foncier Egyptien, the Land Bank of Egypt,
and the Mortgage Company of Egypt. They are all joint-
stock banks managed by skilful administrators. They,
therefore, do not require to be further considered.

GENERAL FEATURES
OF THE EUROPEAN MORTGAGE BANKS

Objects of the Loans:~—The Co-operative Mortgage Bank,
on the one hand, offers security and solvency to the investing
public, and on the other, gives ultimate benefit to the bor-
rowing member. To achieve these purposes, the object for
which money is lent to the borrower must be: (a) the deve-
lopment and improvement of his land and other property ;
(b) the ordinary working capital of his agricultural business
requiring large amounts; (c) the repayment of old debts.
I fhe loan be used for extravagant and unproductive use,
as in the case of many borrowers of the Egyptian Bank, the
very object will be frustrated.

Funds:—The funds of the Bank arc drawn in varying pro-
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portion from: (a) shares or contributions to a common
foundation fund; these may be provided by either Govern-
ment or the borrowers; (b) debentures or mortgage bonds
taken up by the public, payable to bearer; (c) deposits of
long-term of ten or more years; these may also be covered
by non-transferable bonds; (d) loans from other banks for
accommodation; (e) accumulated reserves. The material
security for the advances given by the Bank is the land of
the borrowers taken in mortgage.

Credit to Small Holders:—The mortgage bank is open to
the objection that its operations are confined to large land-
owners, leaving the peasantry holding small lots unprovided
for. The expenses of valuation and other formalities would
be too big an amount for the small amounts required by
them. No doubt, the small holder is really more important
to the State than the big one. His requirements can, how-
ever, be met from the ordinary credit society. The German
Land Banks originally served only the big Iandholders: But
the later banks devoted attention to small proprietors.
Government also insisted, while registering new banks, that

a certain portion of the funds should be lent to small holders

and peasants. )

Educated Feasantry:—One important featureZ “{thh needs
cmphasis, as it is often ignored by those ?vho imitate Euro-
pean co-operative systems, whether relating .to land mort-
pread of general education among the

rage or others, is the s
beor This factor alone, more than

people in towns or villages. 1 '
any other, has brought success to European Co-operation.
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CHAPTER XIX

CO-OPERATIVE MORTGAGE CREDIT IN INDIA

Earlier Projects—Later developments in the three Provinces—Worl:
in Burma—Work in Assam and Ajmer-Merwara—MORTGAGE
BANKS IN THE PUNJAB i—System of work— Worlk up to 1929—
Position of Credit Societies—MORTGAGE BANKS IN MAD-
RAS :—System of work—Position of the Rural Credit Society—The

Central Mortgage Bank of Madras—MORTGAGE BANKS IN
BOMBAY :—The Three Banks—System of Loans—Central Apex
Bank in wiew—Constitution and work

of the Local Mortgage
Bank-—Position of the

Local Credit Society—Purposes of the
Loans—MORTGAGE BANKS IN THE MYSORE STATE :—The

Central Bank—Its membership and Capital—Long and Short-Term
Loans—Government concessions.

Earlier Projects:—The idea of forming land mortgage
banks in India is even anterior to the introduction of the
ordinary co-operative credit movement. In 1883 Sir William
Wedderburn, in collaboration with Mr. M. G. Ranade, had
formulated a scheme of a State Bank for the District of
Poona in the Bombay Presidency for redeeming the mort-
gage debts of the agriculturists; but it was turned down by
the Secretary of State. In 1894 the Government of Madras
had deputed Sir Frederick Nicholson to Europe to study the
possibilities of introducing Agricultural Land Banks in that
Presidency. His two reports contain a survey of all forms
of co-operation in European countries with special reference
to land banks. His suggestions did not materialise, except
that they led indirectly to the introduction of the Co-operat-
ive Societies’ Act of 1904. Later projects of mortgage
credit made in Madras in 1gos and in the Punjab in 1907
fell through as premature in view of the then recent intro-
duction of the co-operative societies’ Act.
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Later Developments in the three Pro'z{inces:—’l‘he need
Was again felt by co-operators themselves fof the tr_eatment
of the problem of long credit on a co-operative basns.. The
scheme of co-operative mortgage credit was tak'en u-p in the
Punjab, and the first mortgage bank was or.gémsed in 1924,
and 11 more by 1929. Madras followed suit in 1925, and a}
number of mortgage banks were star.ted, and even tz: Cetm'a »
Mortgage Bank has been organised in 1929. Bor’;‘lhayd(_tarf;?
on the field in 1929 with three mortgage: banks. he de1 ails.
of the work in these three provinces will be described later

on.

Work in Burma:—In Burma too, the proposal was taken
up in 1gog, but it took some shape in 1922, wh('er} twor
societies of unlimited liability on a land rcxlmrlt)ga;gehbf}s1:1 \;el:}c;

; collected about ha
formed for small areas. They co t
of capital and began advancing loans to Eerr?ber?. MI:rt?: g,(;
““Burma Nationa
a Bill was drafted known as : gage

i idi f financial and other facilities
Bill”’ for providing the grant o i
tol the Ba:ks The Bill, however, was dropped, ar}d the pro

; The two societies are no
ject made no further progress. 1 3 >
ionger in a position to develop thex.r work. ThereDm, %10:,/5
ever, a joint-stock bank in the Provmce.known as | aAwWSs0 .
Banl,c Ltd. which, besides its own ordinary bankmg w?r- s
has l;een doing considerable land mortgage business In

Burma.

LO:IVerrk in Assam and Ajmer-M er-waru:——A§sam began land

rtoa e work since 1926, when it established two rlx:ort-
gas grbgnks and a third has been started in 1929. Of.t ese,
fl?ge l:er l;ank at Kamrup has collected share-capital of
R: Oocoo deposits from members and non-meml).ersd of
Rs. ‘;3yooo, and 26,000 respectively, and hLas re(;ensrelhz:
Go.vernr’nent loan of Rs. 30,000. ‘The O.th,f’/" ,ank. alt fy R: ;
has made a good start by collecting pr s ap capita ot t(.)
12,000, 'deposits aggregating Rs. 3v4000, ?md expects
receive a Government loan.
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In Ajmer-

Merwara the mortgage banking work is being
done on cay

! utious lines on a small scale. The first hank was
registered in 1925 and 12 more by 1929. The total working
capital of all these is however Rs, 57,000 only, of which
Rs. 51,000 were borrowed from the Central Banks.

Other provinces are watching these experiments with keen

Interest to shape their own projects, No Mortgage Banks
have yet been started in the Indian Sta

where work on a large scale is conte
described in some detail later on.

tes except in Mysore,
mplated, and will be

THE MORTGAGE BANKS IN THE PUNJAB

System of Work:—In the Punjab, the Jhang Co-operative
Ba{mk, unlimited, was registered in 1924, being the first insti-
tution of its type in India. Other banks have since been
formed, an(.l by the end of 1929 there were 12 banks working
”T th.e province. The Jhang Bank wag formed for the whole
district, ?nd was based on unlimited liability. Later banks
;)pgrlale " ‘:i 'sm.g!e tf’luka or tahshil, and are of limited
1ability, the llabnhty In most cases being limited to twice
the value of the shares held. Any agriculturist of good
character owning land within the area of its operation may
ll){ecor_ne a mer'nber, taking one share of R, 10/- per every
granted for D:'t o dividend is paid on shares. Loans are
period of 20 0,, Tn.ore than 10 years, though a maximum
of illiterate cupiont o CWable. Longer periods in the case
rate of interest ‘.‘étOrs are not considered to be safe. The
loan may not e\fz 9dpe1: cent. per annum. The amount of
the mortga ed‘ ced 135 times the‘es‘timated net profits of
the lang reg property, but now it is limited to 3o times
o venue, O 7 10 8 times the net income. The bof-
as to give in mortgage the whole is h

an area ag wij) Produce three e the Targens imstalm
of Principal ang interest th re¢ times the largest instalment
< at he may have to pay, whichever
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is less. He has also to produce two sureties, who are some-
times required to mortgage their land to the bank as addi-
tional security. Loans are made for a stated purpose, the
bank reserving the right to recall the full amount if the
money is misapplied. In case of default, the bank has the
power to take possession of the mortgaged property for a
period of 20 years, and can also proceed against the sureties.
Debentures are not issued by the banks, as they derive capi-
tal from Government and Co-operative Institutions. The busi-

ness of each bank is managed by an elected committee with

one official member nominated by Government.

Work up to 1929:—The 12 banks of the Punjab had in
1929 a working capital of Rs. 22.86 lakhs, of which 14.42
lakhs were advanced by Government, mainly through the
Provincial Bank out of the sanctioned debenture loans of
20 lakhs, 1-65 lakhs by the Punjab Co-operative Union, re-
presenting the reserve funds of liquidated societies, the
remainder was made up of shares, reserve funds and profits,
the last mentioned being not distributed as dividend. Gov-
ernment charged 3%, and the Provincial Bank 6} per cent.
interest. The Government rate has now been raised to 6 per
cent. There were 5648 members, including 196 village credit
societies. 375 loans were issued in 1929, totalling about
Rs. 6:66 lakhs; of these 218 were for payment of old debts,
143 for redemption of land, 16 for land improvement. Pur-
chase of land is now entirely excluded. The amount of each
loan ranged from Rs. 595 to 3218. Though Rs. 10,000 was
at one time the maximum allowed, it is now brought down to
Rs. 5,000, so that small holders may not be excluded. Some
banks also fix a minimum, so that, if a borrower wants a
loan below that amount, he must go to a credit society. No
Mortgage Bank has defaulted in repaying its instalments to
its financial institution. But out of 1402 borrowers, 395 or
28 per cent. defaulted last year, mainly due to failure of

crops. The defaults are somewhat higher than in the pre-
10
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-

vious year. In view of these defaults, loans to directors are
proposed to be advanced with many safeguards. ,

Position of Credit Societies:—In the Punjab, when ad-
vancing loans to a member of a rural credit society, the latter
was not merely consulted, but was required to undertake a
portion of the liability of the mortgage debt, and to become
a member of the mortgage bank by taking one or more
shares. In view of the distinct scope of the tw
sacieties, the question of the rural societ
liability was considered in a conferenc

o banking
y undertaking such

Banks, and the practice has now been abandoned. But the
society will be informed if a loan be issyed to one of its
members by the mortgage bank, and the member will be
required to file a copy of his three years’ ledger account with
the society. In the case of some mortgage banks, the bor-
rower is required to sell his produce throy

Is) : ) ) gh the co-operative
commission shop, if one exists in the are

a.

MORTGAGE BANKS IN THE MADRAS PRESIDENCY

System of Work:—The Mortgage Banks in the Madras
Presidency are of limited liability, and the first bank was
registered in 1925. Out of the 21 banks registered up to
1929, only 8 are working, the rest could not commence work
being unable to float the debenture capital, The debentures
issued are of different denominations, from Rs. 50 to Rs
1,000, and have a floating charge on the mortgages. Eacl;
Bank.is empowered to float its own debentures, Government
undertaking to purchase them to the extent taken by the
public, subject to 2 maximum of Rs, 50,000 for each l);ank
and Rs. 2% lakhs for the whole presidency, Interest at th:z
rate of 6} per cent. is payable on the debentures purchased
by Government, and 7 per cent. on those purchased by th
public. Each bank operates within the area of 3 Ta{ k ;
Its shares are of the value of Rs. 10 each, —

. Mortgage lo
are issued to individual borrowers up to a period ff z‘;’o . e::;ns
rs

e of the Mortgage
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10 the extent of half the value of the property or three-quart-
€rs of its net income for the period of the mortgage, which-
ever is less; further security may be demanded at the
discretipn of a bank. Each borrower has to hold the shares

rd
of ;h’e bank in proportion of one to twenty ; the share amount

_ss generally deducted from the loan. The amount of the

loan to each member is limited to Rs. 3,000 and can be rais-
ed to Rs. 5,000 with the Registrar’s approval. The rate
of interest is 8 per cent. per annum, and it is proposed to
raise it to g per cent. Shares are allowed to be held by the
borrowing as well as by the non-borrowing members. The
maximum dividend payable is limited to 8 per cent. The
Registrar being the Trustee of all the banks, all repayments
are to be credited to his account. For purposes of valuation
of lands, and in the investigation of titles, Government has
rscently appointed 8 Sub-Deputy Registrars in charge of the
b 1zks, and two Deputy-Registrars to supervise and organise
..ior work. From the Registrar’s latest report, it appears
that the number of members of the mortgage banks was
1,674 with a paid-up share capital of Rs. 1,11,185, and their
working capital amounted to Rs. 8,66,663. Debentures of
the value of Rs. 6,31,950 were issued, of which those worth
Rs. 4,16,850 were taken by the public, and those worth
Rs. 2,15,700 by Government. The Banks earned a net
profit of Rs. 10,970.

Position of the Rural Credit Society:—The Village Credit

Society is not consulted before a loan is advanced by the

mortgage bank to a member of the society. But he is ex-
pected to seek the help of that society, if he stands in need

‘of credit for-current agricultural purposes, and moreover,

when he is not in a position to repay the instalment of the
mortgage loan on account of failure of craps, etc., he is also
expected to make it good by borrowing from the society.
It would be interesting to note what recourse is taken on
such emergencies by persons who are not members of any

10*
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ot ® ociety, but who obtain loans from the Mortgage
bank-

The Central Mortgage Bank of Madras:—A Central Mort-
gage Bank has recently been established, and was reSistered
in December 1929, with a share capital of Rs. ten 1|
The primary mortgage banks will cease to issue debentur&
and the Central Bank will alone issue them to the extent o
25 times its paid-up share capital and the reserve fund.
Government has guaranteed the payment of interest on them
for the full period of their term of 25 years on the total
value of debentures issued within the first five years, up to
an aggregate value of 5o lakhs. Government, however, has
declined to purchase any debentures issued by the Central
Bank. The debenture holders will have a floating charge on
the mortgages of all the Primary Banks. The Central Bank
will advance loans to primary banks at 7 per cent. per =’ -
num, and the latter will lend to individuals at g per ce
The shares of the Central Bank are of the value of Rs. Yt
each, and can be held by the primary banks as also by indi-
viduals. No limit is laid on the shareholding of the f;)rmer,
while in the case of individuals, it is fixed at Rs. 10,000, with
the restriction that they will not be eligible to borrow from
the bank. The limit of the individual shareholding appears

to be high, in view of the fact that each shareholder is en-

titled to one vote for every share. It is proposed to limit
the power of voting by amending the present rule. Mean-

while the bank does not allot more than 5 to 10 shares to a

member. Dividend on share capital is limited to 5 per cent.
but deferred payment is allowed. A Primary Bank ig en:

titled to borrow from the Central Bank in the proportion of

25 times its shareholding in the Central,

MORTGAGE BANKS IN THE BOMBAY PRESIDENCY

The Three Banks:—In the Bombay Presidency, Land Mort-
gage Banks were introduced in the year 1929. Three banks
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1tea napility are registered, one each for the districts
harwar and Broach, and the third for the Pachora
luka ia East-Khandesh. All the three areas are co-
peratively well developed in the credit line. The capital
) the three banks is provided by the Provincial Co-operative
ank out of its debenture capital; Government have pur-
chased for that purpose its 4 per cent. debentures of 41
years’ term at 88 per cent. to the extent of two lakhs; the
rate of interest payable to Government works out at a little
over 4} per cent. Government also appointed, for a period
of one year only, which has since expired, three landvaluers,
placing them at the disposal of the three Banks, and under-
i)ook to bear their travelling allowance. The title to the
%and is examined and certified by a local pleader, appointed
in different Talukas, receiving a fixed fee of Rs. 3 for each
case to be paid by the borrower. - Government have also pro-
mised to purchase further debentures worth three lakhs.
System of Loans:—On receipt of the application for a loan,
the Secretary of the mortgage bank enquires regarding the
solvency of the borrower, the details of his debts, his income
and expenditure. The value of the property is ascertained
by the Landvaluing Officer, and the title to the land by a
local pleader. The valuation is made on the basis of the
previous sales effected in the locality, on the Government
assessment and on the income per acre. Loan applications
when sanctioned by the banks are forwarded to the Provin-
cial Bank for final approval. Borrowers have to purchase
shares of the bank in proportion of 1 to 20 of the amount of
loan required; the maximum is fixed at Rs. 10,000, and ad-
vances are made to the extent of 2 maximum of half the
:::ﬁ of the land. No minimum limit is laid on loans, but
circun':imounts under Rs. 75‘0 are ad.vanced only under special
annumstances. The f'ate of interest is -ﬁxed at 7 per cent. per
2 in’ and'the period of repaymen? is from 10 to 20 years,
Special cases, it may be raised to 3o years, which



