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Of late, it  was decidad at the level of the Conmd.ttee for 

Cooperative TraiJiing (NCUI) that the Cooperative T-'-aining Colleges Rhould 

aotiveJy contribute to the Reseai'ch i:i the fie ld  o f cooreration In Ihs 

covntry. Hence, it  was fi^rther decided that each Cooperative Trainiag 

College in the country shall taVg ^  atleast, one Project end publish 

Report on it  during ep'^n year* Conseqiient upon this decision the Goo'^erati.ve 

Training College, Indore sssignsd to me the responsibility o f tskijig uj 

tlij Project for 1973-74, The Cormittee for Cooperative Training vac kind 

enough to send me for an intensive cuurse in H.esearch Methodology ao the 

Valku”it... Î iehta National Institute o f Cooperative Msaagement, Poona, +.0 

equip S3 adequately for ir:anagir.g the study Project., The Project was taken 

on 'Social lr..surance IhroTOgh Cooperatives',

Insecurity brs^.cs social di3ci'gani?i&tion. Therefore, causes o f 

insecurity must be removed, whenever possible, sad the i.ndividciai must be 

assured o f chat pr•;-r.e;iticn ?.gainst tho comou risks o f  l i f e  which his o\m

efzorts do not a v -i: to provlle, T-.opg e°?=entially -':he

c-. :- a£a.„asi: wnich t ’-  individutj. o f small renv;j can not -revide

by aiF own a b ility  or foresight above or even in private coitf;̂ :lnat-..--̂ r' 

h .,s I, 1.0WS, *0 b.i...de‘'wa that c-G.'''perati‘VG:fa can form a.: one o f i-e  moat 

Gffe;’-.;-,ve agencies f 'l-  provid-jig social securiw , Thie: is  f e l t  eo nr.: oia> 

beoEu;:;. the oths- r^lovont agoacios hive their llKl'j&ticns b"t al'so t.oo-sjss 

tnc:.-3 are soms fnherew advantages o f th? systea o f providtag Social 

through Ce.opcratl/es,
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Since, quite a few Cooperatives in Indore have already initiated 

some schemes of Social Insurance and have been operating them fbr a 

considerabl®-period of time, it  was considered worth while to make ao 

attenpt at the study of such schemes with a view to find the extent 

o f their success and explore the possibilities to improve upon thorn.

This study was undertaken for the benefit of aU the Cooperatives in 

Indore as also cooperatives else where intending to launch such schemes 

for the benefit of their members.

I t  is hoped that the study wo;ald be viewed more from the utility  

point of view. The subject o f the study is quite novel and hitherto has 

not been taken care of by the Researchers, Therefore, it  is hoped that 

this humble and modest efforts would stimulate others to do further 

research in this iinportant area of cooperative activity#

The author wishes to record a deep sense-of gratitude to the

officers of a ll the Cooperative institutions throxagh whose good offices
t

the desired literature, data were made available. Their valuable discussion 

have also helped in shaping the present study. The aatodr also feels 

highly obliged to the Principal and the facility members of the College for 

their valuable suggestions from tine to time. The author also feels 

sincerely grateful to the Project Officer, ICA-NCUI Cooperative Ed\ication- 

Field Project, Indore for bringing out the publications for limited 

circulation.

D,P ,iieb 
Vice-Principal



C O N T  E N T S

P A R T-^ , TEE INiaamiGTaRI

Importance o f the Study -  Objectives o f  
the Sttdy .. l^ethodology of the Sttdy -  

Limitations of the study. 1-3

P 4 R T -II Vm CQNGEPTIML ERAME-̂ <OBK

Meaning cf Social Security -  Need For
Social Security -  Agencies of Social
Securityv The Family as the agency o f
ifcjcial security, the Stete as the
agency of Social Security, Phi3enth3f>pic
Institutions es agency of Social
SecTiritys Cooperatives as agency o f
social sectirity, 4-3L".

P A R  T~II I  - liiS OPEBATIOliM. FBAMEUWGRK

Tae Family MgtuaJ. Ai.d Scheme ..i_..thQ 
Call Syst^i

The objectives -  the e lig ib ility  

criteria -  The operation -  Limitations
of the SystemJ fltictuating compensation,, 
IaoonvQiaii;ince of payment o f calls.
Danger of declining membership,̂ <,2 11 

of Charity, Higb Cost, Period o f  
obligation, SspuLsion from Membership,
Promptness in Payment, utilization o f
the Compulsorjr Deposit, benefits 12-18
to new members,

B, Tlie Familv Mgttial Aid Scheme: The

Ths objoctive -  e lig ib ility  condition
the mechaaisr. -  benefits 'ond.ar the 

scheme.



C. Th» Fam-ilv Mutual Aid_Scheme: The_MlU Sv-stergt

The Hukam Ghend Mills -  AdvaniagGS. o f the 

System : Realization of Calls io-oonvenierxt,

Stability o f membership -
The Swadeshi Mills : The GheraffearittftB
voluntary memberships The li fe  membership,
the benefit on retirement, deduction towards
operational expenses, deduction o f ca ll
money at source -  reporb^ moifcality. 23-26

D. The Other Schemes of Soilal Insurance in 
Cooperatives in Indore citv:

I -  Educational Assistance Scheme s The 

Hindu,Nagrik Sahakari Bank, The Indore 

Paras-par Sahekeri Bank.

I I -  Medical Assistance : The medical kits 

the medical service -  medical loan,

I I I .  Other Services. 27-30

F A R T-IV THE CONCLimiMG AMD SLTGGESTB̂ fl ERAMS-MORK 

The Conclusions-
The Suggestions s Reducing the Cost -  prompt 

payment of compoisation 

restriction on age -  the 

Scheme must be self 
reliant -  Health Insura- 
nce-GoUaboration with 

employeaps -  Social 
expenses insurance -  

Social Insurance Goopera- 31-38 

tives.





THE P A R T - 1

Importance of the Studvt

The necessity o f Social Insuranee in India is urgoit and i t  ||an 

scarcely be afforded to be callous on this aeamnt. The deteriorat||^g 

conditions o f the louer classes o f the population^ the growth o f -Uxe 
Socialistic tutlook, increasing break-tp o f the ‘Joint Family Systaa*, 
declining fasts «  assistj^ce and commtinal charity a ll highly warrant that 

S9meth|ng ntijst be dene to cover the curable risks « f  social l i fe «  F|pthary 

i t  may be noted -Uiat measwes o f Social Seeurily have ^
in?)€rative also due to the existing mal»distribution o f iag^me that has 

been seriously aggravated during the war periods, S^t^ial Sgpprity a
demand as much o f social harmony and social justice as o f  

efficiency and necessity.

Broadly speaking, there m̂  ̂ be four agencies for providing 

Security viz; ( l )  The Family, (2) The State, (s) The ]?hilanth?|pj^| p^an%  

zations; and (4) The Cooperatives* The f ir s t  three have limitations g f  

th^ir own and, thus, it  is  believed that the Cooperatives can fprm as |^a 

o f the most cherished agaicies for providing social security, at^east, tQ 

their respective members. This is believed so not only beoWJSe the 

other concemable agencies in this behalf have their limitations also

because there are some inherent advantages o f the systaa o f providing 

Social Insurance through cooperatiives which are elaborat*^ discussed 

under the Pairfc-II ‘The conceptual Frame -  Work' o f the study.

Quite a few cooperatives in Indore have already initiated some 
schemes o f social insurance and have been operating them fbr a 

considerable period o f time, Therefbre, i t  may be worthwhile to make 

an attempt at the study o f the schemes o f Social insuranee provided by 

cooperatives to their members with a view to find the extent o f their 

success. Such a stixiy aan benefit a l l  the OoopOTatives intending to 

launch t5>on similar schemes o f Social insurance o f their mambers as also 

the Cooperatives in Indore t° improve iqjon their existing Schemes and 

Initiate the new ones. Such a study is  Important also for the reason •

»  # g # »  #
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that this is now high time fbr Cooperatives to treat 12113 aspect o f the 

re qivirements of their members as a regular strategy o f their growth.

6b.1ect.iT7-es o f the Study.r

The objectives of the sttJdy are as foUows:-

1* To stvdy, ±Q detail, the Schemes of Social lasTjranoe offered by 

Cooperatives in Indore (city) to their members,
2, On the basis o f the stiady of the above Schemes, to throw light wi.■04 If ■ -

their operational lim itations,-
3,^.^ To stiggGSt meastires Ibr inproving vipon the existing schanes f f
. ^  Social insurance presently provided by Cooperatives in Indore, and
4, To staggest new areas o f Social insurance o f members iiK ^ ie h  the

Cooperatives in Indore end elsewhere can and shoiald aspire to
adopt this scheme fbr the welfare o f their maabers,

Soona o f the Society:

The Scope o f the study is  confined to the Cooperatives in Indore 

city alone. For the pxtrpose o f the stxxly the following Societies were 

selecteds-

1. Bae Indore Peraspar Sahakari Bank, Indore
2. The Hindu Nagrik Sahakari Bank, Indore.
3. The-Hukamchand M ill Employees Mutual Cooperative Society,

Indore and
4* The Swadeshi Mills Enployees Cooperative Family Aid fund Society,

Indore.

The above mentioned cooperatives represent almost a l l  the Coop^ 

rative Societies offering the Schemes o f Social Insurance to their 

members in Indore city.

Methodology of the Study:

• r The study is  based on the examination o f the literature on the 

Schemes o f Social Insurance published by Cooperatives in Indore and 

parsonal interviews with the officers o f the Cooperatives, The records o f  
the Societies were also examined in certain cases. The entire study has

*  «  «  3 • «  «
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been divided into four parts viz* ( l )  The Introductory PramaJlork, 

describing the importance, the objectives, the scope and the methodology 

o f the study) (2) The Conceptual Freme-Mork, discussing the oonc^t o f  
Social Security, agencies o f Social Security and their limitations 

and appropriationess of Cooperatives es agencies o f Social instiTBnceJ 

( 3) The operational Frame-Work, lime-lighting the existing schemes o f  

social insurance o f various types in Cooperatives in Indore -  their 

genesis and operational limitatioms; and ( 4) The concluding and the 

suggestive Frame-Mork, offering conclusions o f the study end suggestions 

for the improvement of the existing schemes and also initiation o f the 

new schemes o f social insurmce.

Limitations o f the Stiidy.:

The entire sttidy has been completed in the back ground o f an 

iuportant limitation. The Schemes of Social Insurance in Cooperatives 

in Indore City ere o f quite recent with the exoeption o f a few
Cooperatives of M ill Workers, a l l  the rest are quite infant in the field  

of providing schemes of social insurance o f their members. Therefore, 
in the absence o f ree l eJqperience o f Cooperatives in this fie ld , the 

stuiy is based more on conceptual considerations. Thus, the stiggestions 

offered in the Report ere conceived in that background only, Consequontjy, 
the sttdy may preferably be regarded as a trend indicator only.
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Meening o f Social ■Security:

The concept o f social security has arissa out o f the 

eternal need of man for some measures of security fbr his immediate 

future. Every man has to face a number o f contigencies or risks right 

from birth, These contingencies may include employment injury, illhealth, . 
old age* orphan-hood, Ef.ternity and other similar forms o f disability. 
During such <bntingencies, it  becomes d ifficu lt for the person either to 

work or to obtain work. The International Labour Office points «ut 

”The idea o f Social Secttrity springs from the deep desire o f man to ft'ee 

himself from the fear of want. To realize this idea, the causes o f 
insecurity must be removed, whenever possible, and the individual must be 

assured o f that protection against the common risks o f l i f e  which his own 

efforts do not avail to provide". As defined by the International Labour 
Office‘Social Security is the security that Socisty furnishes throiigh 

appropriate organizations against risks to which its members are e3q>osedI 
These risks are assenttally contingencies against which the Individual of 
small means can not effectively provide by his own ability  or foresight 

alone or even in private combinations with his fellows. There are two main 

currents in the concept o f Social Security vizj ( l )  Social Assistance, 
reT'^esentin.g the m ilatera l obligation of the community towards its  

dependent groups and (2) Social Insurer,ice, based on Compulsory or 
Volmte '̂ '7 Mutual Aid, Both are essential in a complete programme of 
social SGCurity, The fjllowing three requirements have beai held as 

necessary for a scheme to be designated as Social Security*-

( i )  the aim of the scheme must bo either to give curative or
proventi7o madictil care, or to guarantee income in the case o f  
iin^olmtary loss o f a l l  or a large part o f income from work or to 

grant additional income to persons to meet contingencies.

( i l )  the system mu?t be instituted by leg is la tion ,which attributes 

certain iridividi’a l  rights to or iii ĵose definite obligations 

upon a p-ablic, partly public autonomous Organization or

* «  5 # »



( i i i )  the system must be administered by a public, partly
public or autonomous Organization.

Need For ■Social Sec.uri±¥ i

It  is convenient to regard as social security 

services only such schemes as tend to provide the citizens with 

benefits designed to stipport them and their families during 

situations of handicap, Security is a state of mind as well as 

an objective fact. To enjoy social security, one must have 

enough confidence that the benefits w ill flow -vdien required and 

they w ill be adeqxaate in quality and quantity. Neither of these 

conditions is realized through ’Poor R elief’ meatcres. For poor 
re lie f, though in principle, may be an obligation on the local 
community, is not a right for the individual in need of such 

re lie f. The Poor Relief Authority' is  the sole judge of the 

necessity for re lie f end of its nature and extent in each casej 
and the claimant cannot appeal to any h i^ e r  authority in case 

of refusal. Further poor re lie f is often inadequate in qiiality 

and quantity because of the limited resources of the local 
community. In order to remedy the d^^ficiency of ‘the Poor ReliefJ 

atl3ast, in some fie lds, the social security measurers are h i^ ly  

desired.

The necessity of Social Security in India is highly 

called for and we can hprdly afford to toy with the problan any 

more, Tho deteriorating conditions o f the poor sections of the 

poptilation, the declining importance of the J’oint Panily System*, 
evaporating caste atJsistance end communal charity a ll warrant that 
something must be done to cover the curable risks in l i fe .  Further 
it  must be noted that in India, social seculirity has become 

imperative due to the present mal-distribution of income that 
has been seriously aggravated during the war periods. Social 
^cu rity  is a demand as much of social harmony and justice as 

o f economic efficiency end necessity* Social Security o f one 

sort or the other tends to provide us with adequate remedy for 

many of our social i l l s .  Moreover, i f  adequate social security is



no-b provided to citizens, it  may give rise to a sense of 
insecTirity among them. The sense of insecurity breeds social 
disorganisation leading to mtilti-diffiensional social 
dis-eqiiilibriums. This fina lly  nay t e l l  adversely i;ipon the 

operational efficiency, Focial actions and inter-actions of a l l  
the persons deprived of the privilege of social sec\irity,

The Agencies .of  Social Security;

Broadly speeking^ there say be fotir agencies of 
Social Security viz? ( l )  The Family; (2) The State, (3) The 

Philanthropic Organizations; and (4) The Cooperatives, The firs t  

three have limitations of tiieir own and the Cooperatives have 

soma inherent edventages as the instruments of Social Security, 
These are discussed below:-

Tha FRtnily As An ^^ency Of Social Security:

In India, the case of the needy and the helpless has
always been regarded as a pious duty. In the past, the
institutions like the Joint Family, the caste system, the Village 

Panchayata end iadividualr f^haidty and philanthmpy were instruments 

in affording protection to persons without means and without 
capacity to work. But, ifeith the impact of western civilization  

and industrialization of the country, these institutions have 

fallen into decay end are no longer able to n®et the situation 

adaqaately. However, tl.3 family unit of social organization 

continues to the original ce ll of security. The reciprocal 
obligat Lons of the parents to sv^jport the child in infancy and
of the child to support the parents in old age are represented

in social ins-urance the solidarity of genrations. Paternal 
responsibility is illustrated across history in the relatidnship 

of the patron to his clients, and the master to his sejrvants.
It  survives today in a variety of legal obligations of the 

einp-loyer to protect l:„3 workers against risks . to which they 

mef be expc- c i.;



The family is the firs t  \̂ ine of defence, which can 

cope only vdth limited misfortune. In case of calamiigr of high 

magnit'ude, appeal is made to the larger group of the tribe, 
nieghbotir or the community. The sense of responsibility of the 

larger group needs to be evoked and sustained by religioxis 

sanctions.

9f Family Ag.Aggftcy,,

In order to provide social security, the family m^, 
indeed, be regarded as an ideal agency. But, nonetheless, its  

limitations on this account can scareely be ignored. These 

limitations are essplained belows-

1, On account of the ia^jact of industriatization and 

westernisation, the ties of the Joint Family are fast 

loosening and the family cohesion is becoming conspicuously 

rare as a result of breaking i;?) of family ties,

2, view of the steep rise in prices, and the limited 

means, i t  is becoming increasingly difficiilt to spare any 

surplus for others as the entire Income is consumed to 

meet both the ends,

S, There has been a sharp change in the social outlook of
the people. In earlier days, whenever people extended 

their hand of help, it was unitateral end, thus, was without
price. For example, in the marriage of a g ir l,  the entire
commmity would contribute by way of gifts and would not
accept even water from the side of bride’s family on that ’
occassioa. But, now with the change in social standai^s, 
people have started not only accepting but expecting also to 

share feasts equally with the bridegroom end company*
Thus, whatever is given as gifts gets neatralized by the 

extra esq^enditure the person is required to incure for 

their feasts along with the Bridegroom's side.

4, One can expect social security from only those with whom

»**g
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oa® has "dloser relations, And in the modem times, vben 

one*s nest of the time is  consumed in bread eaming, one 

cen hardly afford to develop and siistaia relations with 

a large number of persons vdio may be backed t̂ Kjn in the 

event of social insecurities.

XI. Ihe-gtate_As _An Agency Of Social Security t

The constitution of India declares the countiy to be 

a welfare State, Being a Welfare State, it  is  the forenost 

duty of the State to provide adequate social security to 

its citizens. The State has taken few steps in this 

direction; by way of providing legislation like Jlorkmsns* 
Oonpensation Act, Employee's State Insul^ce Act, Maternity 

Benefit Act, Provident Fund Act, Paynent o f Wages Aipt,
Payment o f Bonus Act etc. The State has also provided some 
measures o f social security like hospitals, free Schools 

and Colleges; But, inspite of a l l  this having been dona 

the Statf, the availability of social security in India is  

extremely meager. The State, like family, also has certain 

limitations as an agency of social security. These limita- 
-tions are mentioned below

LimitatiQiis Of the State As An 4gency Of Social Security;

i*  The rescurces of the. State ere extremely limited. These
limited resources of the State ax^ required to be used 

for larger interests 4f the countiy. These may incliJde 

modernisation and development of agricitlture, industry 

and trade, maintaining law and order within the comtry, 
guarding -Uie Pronitiers, ddrrectlng economic and social 
inbalances and so on. And i f  the resources of the State are 

diverted towards the measures of social security, it  may 

t e l l  directly apon its propensity to teke vq? the development 
and other basi^ measurers without which iio cotmtry can aspire 

to survive end progress.



2, The State, a'-.best, can provide social security through
the instr\ament of legislation. But looking to the prices 

of legislation so far made in this ^ehalf, it  may be, 
found that they have meant only for those vAio are employed 

somewhere. But, social security is not needed by sejrvice 

class along, it  is also needed equally by a l l  those who do 

not belong to the service elass, At the same time,' it  mey 

be needed that the number of these not belonging to service 

class is far greater thah the number of persons representing 

service class section of the community.

I I I .  FMlonthr^pic Instituions-As Agency o£_SQC_leI_Segur_itY :

One of the striking essential features of any good 

system of social security is that the social security 

should almost be a guarantee to the person to iifliom it  is  

assxired. But, in case of the Philenthi*pic organizations, 
the social security being unitateral only^ it  may be 

difficu lt to tag i t  with e guarantee on it . Thus, 
unilateral type of social assistance does not provide any 

real paycho -  social security to the man which is the 

soul of any good and effective measures of social security.

Gooperatiyes As An i4goncy Of Social Security ;

In view of the limitations of the Family, the State, 
end the Philanthropic Orgauizr^tionSas agencies of social 
security^ it  may not be wrong to look to Gooperatiyes ' ■ 
for granting meaisurers of social security. Gooperative may

for the following''reasons -  ' '

( i )  Institutional Arrangement, t ,

In order to provide social insurance, the neasurers of 
social security must be provided by institutions rather 

than individuals. This is necessary because of the fact 

that in cases of individuals, personal bias o f different



in mind is that the cost of the benefit of social 
insurance should not be so high as to be prohibitive. The 

cost of Social insurance must be low because the h i^  cost 
tends to make it  prohibitive and, thus, only the well to 

do sections of the community are able to benafit from such 

schemes. For example, the Life Insurance Corporation a f  

India and a few other Organisations offer a few schemes 
of social insurance but the cost of such schemes is  extremely 

high. Thus, majority of the population remain deprived of 
the benefits offered under such schemes of social insurance. 

At the same time, it  may not be possible to ejqject any 

considerable out in the price of the benefits of such 

schemes offered by business organizations as their main aim 

is to earn profit through the operation of such schemes. 
Unless, they earn handsome profit, it is not possible for 

them to maintain and develop themselves. As against this. 
Cooperatives do not stand to earn high profit because the 

owners and the customers are the same in their case, Ihe 

aim of Cooperatives is not as much to earn profit as is to 

offer services to members. Therefore, it  may safely and 

sincerely be hoped that Cooperatives would provide social 
insurance to their members on a modest cost only.

Thus, in view of the merits in favour o f Cooperatives 

to provide social insurance as explained above, it  may be 

asseted that cooperatives can be liie most ^propriate agency 

of Social Security atleast for those who are their members.



varieties is likaly to infliience the formation ajid 

in5)lementatioii of the scheme of social security. The 

institutional arrangement for providing social security 

is  more likely to provide freeijom from personal bias,

( i i )  Stability Based On Mutual,,GonslderatlQiis;.

Any kind of social security measiire must be based on 

mutual considerations and should be stable in character.
It  is always better i f  the social security is  provided 

without any kind of obligation. And this is possible only 

vdien it  is  based on mutual aid. The beneficiaries must 
belong to a single unit so that iiaey can develop a sense 

of belongingness. With the family, community and caste 

cohesions fast dilluting, the Cooperative provide a ready 

answer. The members of Cooperatives definitely develop 

the sense of oneness in the sense that they a ll fee l that 
they belong to the same organization as members,

( i i i )  Adequacy Of Social Sscuritv;

In order to be effective, the social security should 

be provided-not only in time buo also should be adequate 

in quality and quantity both. I f  only a few persons combine 

to provide mutual social insurance, the quantum o f social 
insurance to likely to be inadequate and, thus, ineffective. 
This is  so, because during these days of scaring dearness, 

it  may not be possible to spare much for such measurers. The 

Cooperatives can have quite a large membership and, thus 

can associate a large number of persons in the schemes of 
social insur^ce. The combination o f e large number o f 
persons aiable the.Cooperatives to offer social insurance 

to members vdiich w ill be reasonably adequate,

(i^O Cost o f Social Security -  .An -lmPO-rb.ant_Fa£tQ£^

Social insurance, of course, is much needed and, thus 

must be provided. But, one important factor to be borne
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Thfi FBim'Tv Mi]t.i]«l Aid Scheme -  Ihft Gall System^

The concept of social insurance is not altogether 

new to cooperatives in Indore. Quite a'few credit sooperatives of 
workers in Mills in Indore have had initiated the Family Mutual 
Aid Scheiae^re running ^^^*^ith success for quite some time. At the

*
movement, there ere six urbrji cooperative banks in Indore a l l  of 
which have already taken certain measurers of social insurance fbr tiia- 
i r  members. The mutual cooperative societies in Mills’ ^ e  also 

quite experienced in the operation of the shcme of social insurance 

of members. Through observation and discussions with the officers 

of the various cooperative institutions in Indore, it  has been found 

that the following schemes of social insurance through Cooperatives 

are under operation in Indore city,

I  H iii S C H E M E S

I -  Family Mutual Aid Scheme:

The Family Mutual Aid Scheme or popularly known as 

'Kutumb Saheyak lojna* is the oldest and the most popular with 

Cooperatives in Indore, This scheme is being irun by two urban 

cooperative banks viz| ( l )  The Indore Paraspar Sahakari Bank, Indore 

and ( 2) The Hindu Nagrik Sahakari Bani, Indore and a few employees 
mutual Cooperatives in the city. The objective of the scheme is to 

provide financial assistance to the depon îents of the deceased 

members o f Cooperatives at the time of their death. In other words,

the scheme envisages to provide for the li fe  insurance o f each
member for a sum either already fixed 6r to be fixed on the bases 

of a fixed formula. The scheme is being implemented in two different

ways by the cooperative banks. These systems are : ( l )  The Call ^stem
and ( 2) The Discharge %stem. Both these systems are discussed below 

one by &no.



( i )  ThQ.Call ..System,; j
I

The Call %-stem of the Family Mutual iiid is being followed |
by a l l  the Institutions with the laxception of the Indore Paraspar ’
Sahekari Bank, Indore, Besides others, the Hindu Nagrik Sahakari 
Bank, Indore also has recently initiated this %stem in the 

current year only. The genesis o f the system is given below -

The objective :

(a) The Call System’ in the Hindu Nagrik Sahakari Bank, Indore 

which in spirit and approach is similar to the Call System 

prevailing in other societies, was introduced on 1st November 1974,

The objective o f the system is to provide a measure of l i fe  insurance 

to each member of the Bank, In other words, it  may be stated that 

the Scheme envisages to provide some sort of financial assistance to
the dependents of each member at the time of his death. Since death ;
spares none, family of each member is sure to benefit from the %stem,

(b) The_.E3Agil3ilp.ty Criteria ; !

A ll the members of the Bank are comptilsorily obliged to j

become members of the Scheme. In fact, Rules of the Scheme provide I
that i t  w ill automatically be applicable to each member of the Bank, 
However, a condition has been laid down that the members above the age '
o f forty w ill not be enrolled as members of the Scheme, This restriction ’ 
however, is not applicable to members as on 1st November, 1974, It  

means that the Scheme covers, irrespective of age, a l l  the members ;
enrolled upto 1st November, 1974 and provides for the future coverage j

of only those members whose age does not exceed forty years, Obiously, j

this has been done in view of the fact that mortality rate is  extremely I

high after forty years of age and the Bank does not wish to incur addi- 
-tional risk on this account. Nevertheless, it  does not also wish to 

deprive-the oM members, merely on consideration o f age, of the benefits 

o f the Scheme because they have since sacrified and worked for the growth 

and stability o f the BanB:, it should also do something for them.



(c) The Operation ;

(1) Xhe CoffltMjlsory Deposit,

The Scheme requires every member of the Bank to deposit 
Rs.SO/- towards compulsory deposit and Rs,5/- on account of 'preliminary 

expenses} Thiis, in itia lly , each member of the bank is obliged to 

pay Rs, 55/- under the Scheme, Further, it  is provided that each member 

is required to pay Rs. 5/- every month t i l l  the credit balance in his 

*Coicpulsory D^>osit Account/* aches the mark of Bs*200/-« Heiice 

because in the begining every member is required to deposit Rs. 50/- 
only in this account, he w ill be obliged to pay Rs. 150/- only more 

towards the same which may either be deposited in lunp sum or in 

monthly instalments of Rs. 5/- each. It  is further provided that in 

cases of defaults, the personal accounts of defaulter members w ill 
be debited to the extent o f defaults In payment of Rs. 200/- as an 

Compulsory Deposit. . .

( i i )  The Huge Collectioni

At present, the total membership o f the Bank steads at 3354. 
Thus, i t  may be stated that the total credit baisnde in the 

compulsory deposit accoimt w ill be : 3354 X 200 t Rs*6,70,^0=00*
I f  this sum is invested only in fixed deposit, it  w ill earn @ 

per annum. Thus, the total return on this capital w ill be Es.67,000/- 
in the f ir s t  year. This income w ill go on increasing because each 

year the interest earned in the preceding years w ill form a part of 
Principle in the next year. Thus, only in a couple of years, tiie 

Scheme w ill have huge fvmd to its credit.

( i i i )  The Calls:

The Scheme does not envisage to make use of the hixge funds 

mentioned above for the payment of the financial assistance to the 

family of the decreased.2?hie provides that a. the time of the death 

of each member, the Bank w ill issue calls which w ill require each 

member to pay Rs. 2/- on each ca ll. Thus, the amount of total 
assistance in each case w ill be equal to the number of numbers x 2.

At present, since the membership is 3354, the amomt of ooirp^sation



in each case w ill be Rs.6708/- only. The scheme provides for the 

payment of Rs. 500/- immediately after the death o f each member, 

and the balance to be handover after the ca ll money is received 

by the bank,
- ..

(d) Limitations.Of.fhe Scheme?

Althoxxgh the System is very pious and aims at meeting the 

demands of the time, it  is not fteee from certain limitations \diich 

can possibly be not ignored. These limitations are as follows

( i )  JSie ■Fluctuating Compensation t

The System provides that on the death of each member, every 

member w ill be required to pay a ca ll of Rs. 2/-, The money thus 

collected w ill be passed on to the nominee of the deceased member.
Thus, the amount of financial assistance wiH fluctuate with 

the variations in the total membership. Let us sip pose, the 

membership of the Bank, which at present is 3374, increases to 

5000 in the next two years. The families of the members dying now 

w ill get Rs,6748/- as conponsation, whereas the families o f members 

dying after two years w ill get Rs. 10,000/-. The question would 

arisej whether the families who had received coirpensation earlier 

w ill be provided as additional sum so as to bridge the difference 

between the sum. now being paid and the sum already haying been paid 

to them ? I f  so, what shall be the method of making siach payment, 
because with each increase in membership, the difference to be 

paid would emerge and, as such, i t  might be impractical to do the 

exercise time and again to pay the sum representing the difference 

explained above. And i f  i t  is not done, would it  not amomt to the 

fact that under the scheme, different sums would be paid as conpensation 

to the different families of the deceased members for no fault 

on their part,

( i l )  The.Inconvenience Of Payment Of Galls;

The system envisages that on death o f each member, the Bank 

w ill issue calls fo r the payment o f Rs,2/- per call. As per the

* »  # J_0 « # »



of workers Mutual Cooperatives in Mills operating simiiar scheme, 
the death rates comes to about 1  ̂ per annum. Taking this estimate 

as a guiding factor, we can say that about 35 to 40 deaths are 

likely  to occur every year. Thus, each year, every member w ill be 

obliged to pay 35 to 40 calls Rs* 70/- to Rs,80/-. In order to do so, 
each member w ill undergo the inconvenience of coming to the bank 

equal to the number of calls to deposit the ca ll money. On account 
o f the reason of inconvenience the defaults in payment are likely  

to be committed. Although the %stem authorizes the fia^  to debit the 

personal account of such defaulting members, it  may be of no use 

i f  the amount is not actually realized In time. This is  fe lt  so 

because of the belief that the con?)ensation to the nominees of the 

deceased members should be disbursed without delay, and this w ill 
not be possible for the Bank to do i f  the amount of calls is not 
realized in time. A nd in case the Bank decides to pay from its own 

funds without waiting for the calls to realize, its funds are likely  

to be blocked which may t e l l  upon the business of the Bank.

( i i i )  The Danger of Declining Membership?

The M.P, Cooperative Societies Act 1960 no where provides 

that the nominee of a member w ill necessarily have to become the 

member of the society. Thus, i f  after receiving the sum of financial 
assistance, what shall be the legal position i f  the nominee wishes 

to withdraw from membership of the Bank ? After all,no one can be 

forced to become member of the society ? I f  every nominee prefets to 

withdraw after receiving the sum, the Scheme may meet a big collapse.

(iv ) The Snail o f Charity;

The Social insurance of ar?.y kind must create a legal 

obligation and the assistance under it  must be provided without 
obligation. The ca ll system gives the Scheme a smell of charity.
On each ca ll, it  may appear toat for the benefit of the deceased 

membar the charity at the rate of Rs. 2/- per member is being 

collected. The sense of availing charity may not meet at a l l  the 

tenets of social insurance.



(v) The High Cost ?

Any good meesure of social insurencs must avoid heavy 

cost of management. Under the call system, since the Bank is required 

to issue and collect as many calls cs the number o f deaths, the 

.operational expenses of the Scheme may be quite high,

(v i) Ihe period of Obligation ;

The Scheme does not provide as to far what period the ' 
obligation of the beneficiary would continue to pay the calls 

especially when he chooses to discontinue his membership or does 

not want to become member i f  he is nominee of the deceased,

- (v ii) gXP.ulsioQ From Membership ;

Under the M.P.Cooperative Societies Act 1960, the Registrar, 
Cooperative Societies is also authorized to expel a person from 

membership of the society in certain cases, ]ii such cases where 

the Deposit Money* and a few calls have already been paid, what 
posioion w ill emerge ? Mould be entitled to receive his his amount 
back ■? r f  Yes', Who w ill pay it ? Or, would he continue as member 
of the Scheme 1

( v i ii ) The Promptness In Pavn^nt ;

Unless the Gonpensation sum is released pronptly, its  

u tility  to the family of the deceased is reduced with the delay 

in payment. The Scheme does not provide any vhere as to within how 

much time the conqsensation sum w ill be released to the beneficiary.

(ix ) iaiIlzatlQa-Qf...the Compulsory Deposit ;

Under the Scheme, each member is obliged to pay Rs, 200/- • 
as Gonpulsory Deposit which is non-refundable. There is no provision 

providing the manner in which the huge fund collected by way of 
comptilsory deposit w ill be utilized. To say that the operational 
ejqaenses of the Scheme w ill be met out of It  may not be adequate 

ajq^lanation on this accoimt. The expenses of the Scheme w ill not 
be as high as the return on investment of this fund which may be 

Rs,7OQ0Q/-r or so every year.



(x) T̂ Q_Bgng£itj.̂ o,.NgiL.̂ .iaMr  ̂,,?

The Scherae also is  silent over the benefit to the new memberB. 
Let us suppose that there is a member vho has already paid one 

thousand calls of Rs« 2/- each, while the other being only new has 

not paid any. Both of them die together. The benefit under the 

Scheme to the claimants woxild be the same in both the cases. Thus, 
the new members would stand to gain more, whereas the position 

should be the other way round.





B. ^hs.lsmi3J■M^i?l^,>^Ag S<?̂ ?sa 
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iaaJlaMlY_Mutual. Aid. Scheme -  .ThQ ■DlschargQ■■Ŝ ŝt̂ ^

The Discharge System of the ’Kutumb Sahayak lojna* or the 

Family Mutual Aid; Scheme is different in operation .- •
through is similar to the *C§11 System' in terms of objectives*' Under 
this, system also,- the objective is to offer a social insurance on the 

l i f e  of members of the saciety, As indicated earlier, this system 

is  being followed by only one Cooperative Society in Indore i .e .
Ihe Indore Faraspar Cooperative Bank, Indore. The genesis of 
the System is discussed belowJ

Zha ObjectIv? i

The objective of the Scheme is absolutely identia&l to 

the objective of the Call System under the Family Mutual Aid Scheme 
of the Hindu Nagrik Bank discussed earlier. In nut shell, the 

objective of the Scheme is to provide for the life  ins\3rance o f each 

membe-r for a sum already fixed under the rules of the Scheme.

Sba-giig lh iU1a,.SaBdl ti sn_t,

The Scheme has been introduced in the month o f July 1974 

on its f ir s t  day. The scheme provides that it  w ill cover a l l  the’ 
members of the bardc and eveiy member w ill have conpulsortly to be 

the member of the scheme. In other words, membership of the Bank 

and that of the scheme would be synonymous.

The Scheme requires every member of the Baik to pay Rs.26/- 
per year t i l l  Rs. 575/- are accumulated to his credit on this 

account. Or, alteratively, a member may prefer to deposit Rs. 200/- 
with the bank, and in return, the Bank would pay interest on it  

@ 10  ̂ per annum.



Table i Pî .̂iect.qd C^Uectlcu o£_Fixe^ Qeposit by the

Bank Urder tho Djscharps Systam

Year B^e,j.pts
Balance
Brought
Fonjard

Interest
Received
on Balance

Amoimt 
Received 
on A/c 
of years 
Instalments.

Total payable B/D

1974 N il Nil 1,00,000/- 1,00,000/- 40,000/- 60,000/-

1S75 60;000/- 6,000/- 1,00,000/- 1,66,000/- 40,000/- 1,26,000/-

1976 1,66,000/- 16,(?00/- 1,00,000/- 2,82,600/- 40,000/- 2,42,600/-

1977 2,42,300/- 24,260/- 1,00,000/- 3,66,860/- 40,000/- 3,26,860/-

1978 3,26,860/- 52,686/- , 1,00,000/- 4,59,546/- 40,000/- 4,19,546/-

197? 4,19,546/- 41,95 V - 1,00,000/- 5,61,500/- 60,000/- 5,01,500/-

198C 6,01,500/- 50,150/- 1,00,000/- 6,51,650/- 60,000/- 5,91,650/-

1981 5,91,650/- 59,165/- 1,00,000/- 7,50,815/- 60,000/- 6,90,815/-

1982 6,90,815/- 69,08.V- 1,00,000/- 8,60,896/- 60,000/- 8,00,896/.

1983 8,00,896/- 805 389/- 1,00,CC0/- 9,80,985/- 60,000/- 9,20,985/-



* * *  z i. * * *

The amount of interest on the deposit amo\jnt \ jill be adjusted towardi 
the payment o f instalments in balance. Thus,in both the cases, each 

member would Tie depositing Rs,375/- with the Bank at the ix>st within a 

period of fifteen years from the date o f operation of the Scheme or from 

the date of membership o f the Bank as the case may be. The Scheme does 

not provide for any other kind of restrictions for the membership o f the 

Scheme. It is further provided that in cases of default the accounts of 
each defaulter member would be debited to the extent o f default. Thus, the 

Schome rules out any chance of defaults in realization o f Instalments.

Benefits Under The Scheme:

The Scheme pirovides that on the death of each Member o f the Bank, 
a sum o f Ks.lOOO/- w ill be given i f  the death occurs within the firs t  

five years of the membership Rs. 1,500/- w ill be paid i f  the death occurs 

after five years and within ten years o f the date of membership, and 

Rs.2000/- w ill be paid i f  the death occurs after 10 years or more from 

and date of membership. The compensation sm w ill be paid cut o f the return 

on investment of the sum collected from members on account o f yearly 

instalments of Rs.SS/- each. The entire scheme is based on the assumption 

that about 01  ̂ deaths would occur during each year. As presently, the total 
membership of the Bank stand at 4000, the cases o f death every year are 

estimated at 40 only* The details o f the scheme have been worked out as , 
undert-

The Table 1 shows that i f  a l l  goes as per the estimates o f the Bank, 
i t  w ill accumulate a balance o f about Rs,9,20,900/- at the end o f ten years 

from now. Of course, the Instalments ere to be paid for f i f t ^ n  years.

But, since each year, during the period o f remaining five  years, Ripees 

one lakh w ill be collected #n account o f instalments agains|i..Ri:qpees one 

lakh to be paid by way o f compensation, no credit balance w ill be le ft  with 

the Bank, Tharefore, this period has been treated as ineffective for the 

purpose. Hence after fifteen years, when the instalments are fu lly  paid up, 
a balance r»f about Rs,9,20,900/- w ill be available in the acjcount. Hence, 
the Scheme envisages to meet its obligations only out the interest earned 

cn the balance, thus, accumialated.



2 * * *

T;ir Liia4j^aapnsi

The following are the limitations o f the Scheme:-

1. The: Wrong. AssiamBtiQQi

The Scheme is based \5>on the assxmption that only 01^ of the members 
would be reported to have died every year. Since there are about 4D00 

menibers at present, about forty deaths are anticipated every year. But, 

this calculation seems arbitrary. The Scheme does.not put any age 

restriction for being covered under this achema. It  has beoa observed 

that the average age o f the membership would be between 30 and 40.
Let us tajce it  at 35 years* In India, average longivity is 52 years. li? 

the average longivity is taken into account, we uay assert that since 

average £ge is 55 years in the bank a ll  its existing members should in a].' 
probability report to have died dxrtring the next seventeen years or so.
I f  this is true, then the cases of deaths likely to be reported every 

year wotld be 4000 17 =235 or 6% approximately. However, the projection
of the Sank may prove as correct also i f  ene factor is taken caare of.
The B.tik must see that its total membership does not f a l l  below 4D00.
The replacement of the db?A members must be found without delay. Then, 
perhaps it  w ill introduce a mechanism of 'come and rp' in the membership 

of the Baiik, and the estfaate that only of the members w ill die, may 

prore quite correct,

2. -he Grater Risk;

No age restriction has been imposed fo rth e  membership o f the 

scheme. Infact membership * f  the Bank and that o f the scheme have baen 

iD£de as synonymous. This gives rise t* a grater amount of risk on the 

Eank. A man at the age o f f ifty  years may like to become member of the 

Eank. He cannot be refused membership o f the Bank merely '>n gromds ef 
aqo. Such a person, « f  admitted as member, w ill render the Bank to pay 

Hs.lOOO/- Rs.2500/- to his famil/ at the time of his death against 

orly Rs,12S/-* to 375/- paid by him and utilized by the Bank for a small 
period of time. The Bank woxili earn too less on his deposits as the 

chracGS » f  his stirvival for a longer period of time w*uld be too meager.

* * * *
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C: TtLQ Mutual Aid Scheme i Mill Sgstem.
r. -

The Mill Systqm of the Family Mutual Benefit Soheme Is cne which 

is being followed by Cooperative Societies of workers In Mills In Sadore, 

i&ifact, i t  is from such societies liiat the Scheme of the Patiily Mutxxal Aid 

has come to the Banks, Two such societies were sttidied in this respect 
the details of which are given below

The Huknm Chand M ills Mutual Cooperative Soeietyt

The Scheme of tamily Mutual Aid was initiated in 'tiie year 1958 

although the society was registered In the year "1933, The Scheme provides 

that every permanent employee of the M ill w ill be eligible for the 

membership of the Society vdiich w ill automatically make him as member of 
the Scheme, The Scheme provides that on the event of the death of each 

member, a l l  the rest of members w ill contribute @ half a riqjee. And the 

amount, thus, collected would be gifted away to the nominee of the deceased 

member. The amount o f ca ll money is deducted at source by the M ill on 

the society.

I f  the monber leaves his job in the M ill on account of any reasons, 
he is allowed to continue his membership in the Scheme provided he leaves 

a balance of atleast Rs,l50/- to his credit out o f which the calls on him 

under the Scheme would be satisfied in future. The money in balance In 

his account would antil Interest @ 5^ ^ per year. The following Tatle 2 

would show that about o f the total members of the Scheme die every year

£abi^-2,?.-Shqv[ABR the.,xat9-Ci,f.

Year

1968-69

1969-70
1970-71
1971-72

1972-73

■Total No, of 
Members

4895
4973
4918
4891
4893

15», of cases of 
Reported Deaths.

38

35
74
51
35

Mortality
Rate

»7
.7

1.5
1.04
.7

Total 24570 233 .9
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In other words, it  may be staifcad that each number is required, on 

average, to pay about 46 calls or Rs,25/- every year,

V̂.m1iaS9S,..,C),f .1̂ h9 ^5t$m:

This Systgm has ^ded advemtages over its counterpart ie. the 

Call %steni'J These advantages are mentioned be low J-

( ^Realization o f Calls is Convenient»

The firs t  advantage o f the System is that because every member of 

the Society is the employee of the M ill, the relization o f the ca ll money
on the event of the deaths of members is almost certain aS the amotint on■i,
this account is deducted at source from the Salary payable to the worker 
members;

(2) Stability cf Membership;

The second and more important advantage of the system is that 
because the Mill is likely to replace the dead worker with another, the 

question o f declining amount o f compensation on account of decline in 

membership can safely be ruled cut under this system.

However, the scheme can further be improved upon i f  the suggestions 

offered ia the 'Stiggestive Frame Work’ are accepted and put to 

implementation,

B! Tti8_..Swadeshl Mjllg- s Employees Cooperative family Mutual Aid 
Fund Society;

The typical characteristic of this society is that whereas in case 

of other Mills each society is having the scheme of Family Mutual Aid 

along with its other buciness, ijiis Society is exclusively registered to 

take care of this Scheme and such like other schemes. This society was 
registered bh 15-11-1967 and since th ^  the scheme of Family Mutual Aid 

has been under operation. Though the objective of the Scheme is exactly 

the same as is in case o f other Cooperatives offering such schemes of 
social insurance, it has characteristics of its own which are as follows

( i) The Voluntary Membership;

In case of other Mills i f  a worker wants to avail o f loan fac ilities  

offered by a mutual cooperatives Society of the workers of the M ill, it

*  ̂ 25 * ̂



is necessary for him to become its member. And the movement he becomes 
its member, it  is again compulsory for him to be the inetiiber of the 

Family Mutual Aid Scheme, But in case of this Mill, sdn«3 the mutual 
Cooperative Society and this Society are the independent entitles, a 

worker may prefer to keep avay from this Scheme vithout loosing the 

benefits of the other Society. Thus, membership of this Society/Scheme

- is - absolutely .voluntary against an ©lement of compulsion involved in case 

. of other societies,

- ( i i )  - ......

The Scheme provided for Life long Membership of the Scheme by way 

■of depositing Rs.300/- in lump sum. I f  this sum is paid by a worker-member, 
the M ill also pays Rs.SO/- to the society as a subsidy, thus, for each

• member depositing Rs.300/- in lump sum, the society gets Rs.SO/- extra
■ from the M ill. In such cases, the member is not called upon to pay the 

ca ll money. However, i f  a member wishes to pay sum of Rs.300/- in 

instalments, he is allowed to do so, provided that he w ill be treated 

to be l i f e  long Member of the Scheme only when he has accumulated a 

balance of Rs,300/- on this account,-

( i i i )  T]ie Ben^Ult ..Qn-RgliAreffient«

The Scheme provides that either on the death of a member or on his 

attaining the age o f sixty (the usual age o f retirement in the Mill) the 

member or his nominee as the case may be, w ill be entitled to get the 

amount o f ca ll money.

(iv ) Deduction Towards Operational Expenses:

The Scheme also provides for a deduction from the ca ll money payable 

to each member or his nominee @ 10̂  to meet the operational expenses * f  

the scheme,

(v) The Deduction of Call Ifenev At Source;

The Scheme also provides for a deduction of call  money at source 

from the salary payable to the worker-member by the M ill, The M ill, after 

deducting the amount, credits it  to the account of this society.

# # 2g »  « «



Reported Average Mortality _js

Since the registration of the Society, the average rate of 
reported mortality has been about which w ill be evident from the 

Table given below:- -i-

Table 3 : gbowlgg, the„.fiate of Mortality of Members

Year Total n-umber of 
Members

No. of cases 
Reported Deaths

%
Mortality

,1966-67 1370 24 1.7
1967-68 1392 9 .7
1968-69 1379 21 1.5
1969-70 1448 15 1.0
1970-71 1596 7̂ 1.0
1971^72 1680 20 1.1
1972-73 1762 15 1.0
1975-74 1782 21 1.1

Total 12409 146 1.00

* if » 27
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D: The O-aigr Schemes ..of Social Insurance In Cooperatives
ia. Indore citv. i

Besides the Family MutTial Aid Schemej there are certain ether 
Schemes of Social insurance being offered by cooperatives in' iadorei These 

are detailed eut as below;-

I -  Educational Assistance Schemer

Educational assistance is another type of social iasurance providad 

by some Cooperatives in Isidore. The Cooperatives providing this assistanee 

are 5 ( l )  The Indore Paraspar Sahakari Bank, (2) The Hindu Nagrik Sahakari 
Bank, and (5) Shri St^adeshl Mills Employees* Cooperative Family Aid Fund 

Society* This aSSistsnce is already being offered by both the banks since 

a long time and the M ill Societies are quite new in this field* Educational
assistance to members is being offered by the Beaiks In the foUbwing mann^J

Both the Banks are maintaining libraries of their own. The Libriries  

stock books woriih about Rs, 15000/- In the Hindu Nagrik Bank and Rs.70,000/- 
In the ifedore Paraspar Sahakari Bank. The Indore Paraspar Sahakari Bank has 

a Book-Fund which has a credit balance of Rs.70,000/-» Kie interest earned 

on this sum is used for the purchase of books for the Library. In case o f 
the Sv^adeshi Mill, the Society has received Rs,5000/- from the M ill as 
donation for building up the library. This society is quite infant In 

this fie ld  and hence the Schemes o f the Hindu Nagrik: Bank and the Indore 

Nagrik Sahakari Baik are explained below

The Hindu Nagrilc Bank:

With the growing significance o f education, it  has been observed 

that especially in urban areas, a ll  the parents like to send their 

chiHdren to Schools and Colleges for education. But, owing to financial 
limitations, some parents find it  d ifficu lt  to meet the rising cost of 
education o f their words on account o f ttie purchase o f books. Thus, the 

Sch: me is conceived with a view to provide a re lie f  on this account to 

the members of the bank so as to allow tixem an scape from financial 
difflcxilties, atleast, to some extent,

0  »  *  ^  »  »  dft
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As pointed out earlier, the Bank has a Library o f its own which 

has books worth about Rs, 16,000/-. The libraiy  incliides books on the 

subjects o f arts, commercs, engineering, medicine at a l l  levels. These 

books are loaned to members for the entire session. However, a limit has 

bsen iraposed that one member at a single time can get books worth Rs,40/- 

only. The impftsitlon of tha! restriction is necessitated by the limited 

number of books the library stocks.

The Indore Paraspar Sahakari Bank:

The %-stem of the Scheme of Educational Assistance is a l it t le  

dlfforent in the Indore Paraspar Sahakari Bank* This Bank has a ‘Book 

Fund' to the credit of vhich stands a balance o f Rs,70,000/-. Out of the 

interest earned on this F\and, the books are purchased for the library.
At present, the library has books worth about Rs.70,000/-. Incidentaly, 
it  may be mentioned that, at present, the Bank Is charging a Premium on 

%eT3S @ Rs.S/- per Share, Thxis, the premium received is credited to the 

’Book Fund' of the Bank, The Scheme provides that every member o f the 

Banlc can get books as per the following conditions:- ’

Sr, No. Class Celling o f the 
value of Books

1. Up to Higher Secondary Rs.25/-
2, Higher Secondary to B.A, Rs.35/-

3. BU , to M,A. Rs.50/-

4. Technical Education Rs.80/-

Total Rs.l90/-

Thus, we find that each member may get books worth Rs,190/- on loar 
basis from the library. This, indeed, is a considerable amount o f re lie f  

especially to those members who are not able to spaidicSO much on books, 
vhioh of coxrrse, are essential for the education of their children,



Incidontly it  jney be mentioned -Uiat the Maharashtra Brahmin 

Sahakari Bank also rxms the Schemo of Educational assistance on the 

lines o f the Hindu Nagrik Bank, Indore.

I I -  Medical Assistancei

This is yet another form of social insvtrsiice beliig provided by 

the Indore Paraspar Sahakari Bank and the Swadeshi Mills Employees 
Gooperative Family Aid Ftmd Society, Indore, Under the Scheme, both the 

institutions are keeping ‘Medical k its ’ including Hot-wat^ Bottles, Bed 

Pails, Thermametars etc. On need, these are issued tb members without price 

iri case of Bank ar.d at a nominal cost of paise 10% per Veelc per appliance* 
Thus, it  stands to offor a conslderabie re lie f to members by way of 
allowing liiom escape from high expenses on such appliances and providing 

tL"a'at no or a very nominal cost,

B; The Medical Service?

The Swadeshi MiiJLs Cooperative Family Aid Fund Society has a Scheme 

o f Med5.c.Ill Serv-'IcG. Under this Scheme, the society has contracted with a 

Denticb and a spectacle Dealer. The Dentist and the Dealer provide 

crttifical sets of tseth and the spectacles to members o f the Society on 

easy ;'i:'balment? on the guarantee of the Society, The Society deducts the 

amount o f instalmsats along vrith its other deductions and paus o ff to the 

Dentist or the Dcvlor cs the case may be. Thus, the Society is enablinj?; 

its members to procure the sets of a rtifica l teeth and the spectacles at 
tb-8 t i ’-o <tf need sxA pay the price o f these on easy Instalment which 

other-v i s e  vould have been possible hardly in few cases only.

C; Medical Loan;

The liidore Perr.apar Sghalcsci Bank also provides a Scheme under, 
whioh medical loans in case of si'.ckness o f members or their deped^nts are 

pro T i d e d  to members. Under the Scheme, a member can be giyoi a medical 
loan to the extent o f Rs.SOO/- @ 10% for two years on the production of 
medical certificai/e of any Doctor, The object o f the scheme is to see that 

no neraber of the Soclalgr should be deprived o f medical trer.tm.ent for wan ' 
of .funds. More than half o f the members have availed o f this service 

cffered by the Bank,



I I I -  Q:^MiLSerjr|.cgs;

The SwacLeshi Mills Cooperative Family Aid. Fund Society has 

initiated a Sob«m© vhich provides for utensils for the use on social 

fimctions. The objective of the '̂cheme is that since ©very member has to 

organiae. functions o f social significance for which utensils are needed, 
these shoTild. be provided as to save the high cost of hiring the same. Thus, 
the members should be provided a re lie f on this account also. The Societjr 
gives the utensils to its member on loan at a very normal hire for social 
functions,

# # # 3j[ jf »
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L- THE- CONCLOSIDNB; , - ;v

On the bases of the sttidy of the Scheme of Social insurance In
Cooperatives in iidore, the following conclusions *can be dravn-

; , ' fe.,

( i )  It  is convenient to regard as Social Security services only
■ such schemes as would tend to provide the citizens Vith benefits
designed to support them and their families dxjrlng situations o f
handicap of various types,

( i i )  The Idea of Social Securi-ty springs from the deep desire of man 

to free himself from the fear of want., To realize the idea of 
social seciirity, the causes of Insectarity must be removed and 

the individual must be assured of the protection against common 

risks of l i fe  which his own efforts do not avail to provide.

( i i i )  In view of the limitations of the State, the Family, the
Philonthrapic Organizations, Cooperatives can form as one of the 

best agencies for providing social insurance at least to their 

members.

(iv ) ‘The Famil37- Jyiutual Aid Scheme* as cq^peived and practised by
some cooperatives in Indore is solid schemes o f social insurance 

and, as such, needs to be followed by other Cooperatives in 

Indore and outside.

(v) The 'C all %stem' o f the Family Mutual Aid Scheme is better in 

cases o f Socioties of workers where membership o f the Society is 

not likely to come down on account of the death o f its members 
as tho s'ibstitute membership is almost assured in such cases for 

the reason that replacement of a deceased wrker w ill be done 

tiy the employer,

(vi) The 'Call %'-stem* leaves a high balance of about 7 to 8 lakh of 
Rupees with the Hindu Magrik Bank, The return in the form of 
interact alcae w ill be about Rs„70,000/- every year. There is 

no projected ticheme to utilize  this huge sum by the Bank at the 

movement,
«  * «  3g # »  #



* »  * zz * * *

(v ii) In eases of mixed type o f membership In Cooperatives, the

Discharge %stem o f the Family Mutual Aid Scheme is better tor the 

reason that (i) it  reduces the cost o f management and also minimizes 

the Istheration to members to deposit money many times a year. It 

also lirings down the price of the benefit to members as the amoimt o f 
compoasation is designed to be paid out o f the interest earned on 

the credit balance in idae Fund on that account.

(v tii) *̂ The CaU System* is based on the assumption that the membership 

of the Bank w ill not decline with the deaths of its members.
Obviously the Bank appears to believe that new members also \reuJd 

be joining the Bank with the rate comparable to the death rate 

repfirted every year.

(is ) Some banks do not provide for any restrictions on age fbr the 

purpose o f membership to the Scheme. This increases the risk of 
such banks as the mortality rate in cases of high age are quite 

high,

(x) In a few S^^cieties of anployersof Mills, some Mills collaborated 

with the Societies to provide Social insurance for members. This 

is a good practice that has merged,

(xi) Average mortality rate in cases o f societies practising the 

•Family Mutual Aids Scheme* has been observed as approximately.

(x il) Educational assistance scheme imder which books for the use of the 

children of members are loaned out to members are operating with 

high success,

(x iii ) Medical assistance by way of providing medical loan, medical kits, 
and medical services have gained ground with the members o f the 

Cooperatives in iidore,

(xiv) Other Services like providing utensils for use in Social functions 

also have benefitted members o f Cooperatives rendering this service



I I -  Sgggestions *.

On the basis of the Study, the following suggestions can be made 
on ‘Social iiSTffance through Cooperatives In Indore city. These suggestions 

are conceived and delivered with a viaw to Improve upon the existing 

schemes and also initiating new Scb̂ me of Social insxlrance in Cooperatives, 
These are explained below one by ori .̂

( i )  Redoing the Cost?

The Cost of the benefit of the Scheme of the Family l^tual 4ids 

Scheme should be reduced to the minimum. I f  the ca ll System is followed, 
i t  amounts to mean that i f  members die every year, each member would 

be required to pay 20 to 40 calls every year ( i f  the mambership is between
2 and 4 thousand). Thus every member may be required to p ^  calls to the 

extent of Rs,20/- to R s ,^/ - every year. This, in niy opinion, is a high 

cost o f the benefit of the Scheme to members. As against tiiis, the 

Discharge System tends to reduce this cost because it is the interest 

on money collected by way of fixed sum, which satisfies the con?)ensation 

money p^able to the nominees of the deceased members. Thus, the cost in 

this case is much less as against >diat it  comes to be in case of the 

Call System,

( i i )  ^̂ rompt Pgyment o f Gompensioni

In order to make the Scheme of Life Insurance, it  is very important 
the amount of compensation is paid to the nominees of the deceased members 
promptly. As soon as the death of a member is verified and nominee is 

identified, the entire sm of compos at ion should be paid o ff, Under the 

•Call System' since the c a ll money is intaaded to be given in each case, 
delay in the esllection o f ca ll money may cause delay In the pegnnent o f  
compensation. Hence, there shoxild be a provision that the Bank may pay 

from its own resources without waiting for the actual collection o f money. 
However, this difficu lty is not likely to "be faced in case o f the 

'Discharge System' as the amount w ill already be at the disposed of the 

Bank and i t  would not be difficialt at a ll  to realize the sum without delay. 
Whatever, the System provi4eSj the important consideration is that the 

compensation, money should be disbursed to the nominee of the deceased 

members without delay, * * *



( i i i )  Restriction On Age;

It has been, observed that some of the Cooperative do not impost 
aay kind of restrictions on age for the membership o f the Scheme, There 

aay be a logic for not doing it  in cases o f old members because they had 

since contributed the stability, and development of the society, the 

society in turn should look after their interest as well. But for future 

members, this does not hold good. Let us stippose, persons above the age of 
f ifty  apply for membership .of the Society, The law does not provide any 

provision which, i f  involked, may restrict the membership on the grounds 

of age o f the applicants. I f  they are admitted as members, the benefit of 
the Family Mutual Aid Scheme, is automatically applicable to them. This 

gives rise  to a serious risk on the part o f the society because each one 

o f them w ill not have high chances of siirvival beyond sevai to eight 

years. The burden m^ f a l l  either on the Fund in case of the Discharge 

System arui on the members in case of the ’Gall % ’stem*. It  is, therefore, 
earnestly believed that the societies woiild do well to impose age 

restrictions for membership of the Scheme as has been done in certain 

cases,* ■

(iv) The Scheme Must Be Self Reliant;

The Family Mutual Aid Scheme providing for tho mutual l i fe  

insurance of members of Cooperative Societies should be se lf-re lian t. In 

other words, it  should not be required to depend on outside resources,

' Under the Gall %stem, the depaidence on 'Calls ' is highly placed although 

*̂ the sum collected in respect o f fixed deposits can be "used for providing 

measures o f social insurance for members. In case of the ’Bischarge System' 
although for the payment o f the compensation sum, the Bank is not to look 

to any one, there appears a l i t t le  scope for the initiation o f additional 
measures o f social insurnace of members.

Therefore, it  is fe lt  that such Cooperatives should make it  

obligatory on each member to buy additional Shares:on account of 'Social 
Instirance Schemes* so that the total share subscription of each member on 

this account is Rs,1000/-, This m^, however, be paid in easy Instalments 

or the bonus shares may be given to the members in litjn of the dividoid

«  * » it » «



»  )( »  « » »

p^able to them. Thus, in a couple of years, every member of the socielgr 
w ill have shares of the value of Rs.liDOO/- over viiich income @ 10  ̂ per 
annum would be Rs.lOO/~ per year. This income should be used to finance 

the existing scheme of Social Insurance and launch upon the new ones in 

this liehalf. I f  this system is followed, it  is belipv^, the societies w ill  
become highly self-reliant in respect of providing Social Insurance of 
varioxis types to their members.

(v) The Health Insurancet

It has been observed during the course of the Study that most of the 

Cooperatives in Indore do provide for the scheme of Life-insurance o f their 

members. But, only a few provide Health Insurance which s t i l l  is more 

important aspect of Social instance. This is regarded as more important 
because in the case of ’Life Insurance' the beaefit goes to the nominee o f  
the deceased member, -vdiere as it  goes direct to member himself incase of 
health Insurance. Thus, In order to benefii; froiA the scheme, the member 
has not to die firs t  in case o f Health instirance as is the case in Life 

InsuraaCe* 3h fact the Health Insurance and the Life IhsTirance are the 

twin concepts. The obligation on account of Health Insurance is likely to 

reduece the obligation on account o f Life Insurance simaltaneously. It  

has, however, been observed that the Indore Paraspar Saheksri Bank and the 

Swadeshi M ill Sahakari Jfeployees Family Aid society are offering some 
modest schemes on this account. Such Schsaes include provision for Medical 
Loan, supply of Medical Kits, Medical Services etc. But, none o f the 

Cooperatives have been found to provide a real health insurance i.e . 
providing Medical consultancy or Running Dispensary for member5.

To make a provision for tlxe Health Insurance of members ^ould not 
be d ifficu lt  for Cooperatives, For example, the Hindu Nagrlk Bank receive 

Rs, EOO/- from each member as fixed deposit. There being about 4000 members 
of the bank it  w ill be collecting about Rs.8 lakhs, the yearly interest 

on which would be about Rupees eighty thousand or Rs,65Q0/- P.M. Assuming 

that the operational expenses of the Family Mutual Aid-Society would be 

Hs, 1 ,000/- P.M. an income o f Rs.5,500/- s t i l l  be le ft  over at the disposal 
o f the Bank. Thus, it  is fe lt  that the Bank can safely employ three Doctors



on permanent basis on a salary payable to Govemment doctors. These 

doctors should provide medical consultancy service to members o f the Bank* 

I f  possible, some medicines may also be provided by the Bank Dispensary 

free o f  cost to members and their dependents. This w ill save the members 

from the hazards o f hospitals and the high costs o f private doctors, Above 

a ll, i t  y i l l  Increase the longivity o f its  members and, thus, wovild reduce 

the obligation of members to pay ca lls .

However, in cases o f other societies where any fixed sum on the lines 

o f the Hindu Nagrik Bank is not available, i t  can evolve out a system 

wherein each member should pay Rs,2/- only P.M. towards Health insurance 

o f himself and his dependents also. Thus, i f  the members o f the society are 

4000/-, the monthly collection w il l  be Rs,8000/-, Out o f i t ,  Rs,5000/- 

be spent on employment o f  Doctors and the maintenance and running a 

Dispaisary, and the balance o f Rs.3000/- every month should be accumulated 

t i l l  a balance o f about ten lakhs is built up on this account. Thus, each 

member w iU  get nedical consiiltancy and Dispensary Services merely on 

payment o f  Rs.2/- p.m. And after a couple o f years, the Bank, out o f  the 

interest, on the balance in the Fund on this account, w ill be in a position 

to establisla a nice hospital o f its  own and the members' w ill not be 

required to pay even Rs,2/- p.m. on this account*

Hence, it  is  strongly sxiggested that a l l  the Cooperatives providing 

for the l i f e  insurance for members should also come out with the schemes 

o f Health, Insurance. This w ill  save them from avoidable obligation on 

account p f L ife Insurance o f members, 14oreover, by way o f doing th is, the 

Cooperatives also would relieve the Govemment, to some extent, o f its  

obligation to provide medical services to the people.

(iv ) C/ollaboration With Employersi

It  has been found that there are many Cooperative Mutual Societies 

o f M ill workers in Indore, Almost, each o f them is offering one scheme of 

social insurance or the other, Jihcidenctly, it  may not be wrong to say 

that to provide Social insumace o f workers, is  to a great extent, the 

responsibility o f  employers. Since, in such cases, the Cooperatives 

constitute o f members alone, i t  is  the moral responsibility of-the  

employers to potronize- these Societies alteast for the purpose o f  the



Scheme o f Social insurance of; their workers. Presently, the ’Call System* 
o f the Family Mutual Aid Scheme is in vogue. The employers are not doing any 

thing In aid of such schemes except that they are regularly deducting 

the amount as per the requisition of the Cooperatives and handing over 
to them. On an average, it  has been fotmd that every worker -  member has 

to pay around Rs.25/- per year on calls. During the cjoxirse of study, it  

was reported that each deduction from salary on this account causes a 

great deal of irritation and grum.bling among many worker- members.

Therefore, it  is suggested that the practice of issuing calls -  on ' ■ 
the death of each member should be Ftopped as early as possible. This 

can be done by way°obtaining interest free loan from the M ill (Employer) 
at the rate o f Rs.300/- per worker member. This amount of loan may be 

invested by the Cooperative Society on a return of 10% per annum. Thus, 

the iaveatmaat ^will-fetch the Society Rs.30/- per year per member.
Meanwhile, the 'Calls should continue to be issued and the money received 

as interest i.e . Rs.SO/- per year per vjorker-member should be returned 

to the Employer every year t i l l  the entire sum is paid back. Thua, the 

entire amount of loan w ill be paid back to the employer merely out o f the 

interest and the balance at the rate o f Rs.SOO/- w ill s t i l l  be le ft  with 

the Cooperative for use. Hence, the Society w ill not be required to issue 

calls on members and would s t i l l  be in a position to pay o ff the sum o f 
compensation to the nominees of the deceased member. This, o f courses, 
would help to prev^t vibrations caiised by irritation among worker -  

members at the time of deductions from their salaries and make, the Scheme 

more stablev •

YIL.  ^ c i a l  Expenses Ihstirance:

This is yet another area in which the Cooperatives can venture to 

entar into. Some of the Cooperatives are already doing it  on a modest 
scale. But, for the present, no Cooperative has been found to offer any 

such elaborate scheme in the city of Indore, However, a newly registered 

Cooperative Bank viz the citizen xjrban Cooperative Bank has announced 

'Kanya Vayavahar Yojna'. This scheme envisages to provide a sum to be 

collected @ Rs.2/- per memba: to be handed over to the father member of 
the birde. This scheme atands, of courses, to offer a financial re lie f  

on the marriage o f the daughter o f every member. But, while Initiating

«  » 39 ik * »
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such a Scheme, a caution has to be born* in a mind.

The Cooperatives as such do stand against a l l  the Social ev ils  prevailing 

in the society, And the Dowry System' is  one o f great Social e v il In the counti 
This must be fought against with fu l l  might o f the Cooperatives a l s o .A l l  the 

same, by way o f providing 'Kanya Vayavahar Yojna', this may tend to encourage 

the 'Dowry System' among members of the Bank. However, this also is a 

significant factor that although every body is against the practice o f Dowry, t 

very few are able to fight it  tooth and n a il at the time o f marriages o f their 

daughters or sisters. They have often been found succmbing before such social 

ev il practices. Thus, the other side of the picture may be that when member is 

like ly  to fee l helpless and is forced to pay o f f  the Dowry, he should be 

provided with insurance on this account by the Cooperative o f  which he is a 

member. .

Therefore, it  is  believed, that there are certain social expenses which 

every individual may be obliged to make tti certain occassions. But, owing to 

his lim itations, he may find i t  hard to do the same. Thus, either he is forced 

under heavy debt or incurs social displeasure and sometimes social sanctions a] 

. Hence, the Cooperatives should also aspire to provide some sort o f  social 

Expanses Insurance for its members and at the same time continue to build up 

public opinion against social ev il practices prevailing in the Society.

V III -  Social 3hs\jrance Cooperatives;

It  may not be wrong to say that 'Social Insurance' is  a genuine fielci for 

the Cooperatives to enter into and it  is at the same time, as complex as any 

other fuUflegedbusiness of the highest significance. Thus, to conceive, work 

o’-t and operate the Scheme of Social insurance \;ith the lowest cost and theW
highest benefit may c a ll for the highest sk ill.  This may perhaps also need 

more time, experience, knowledge and energy in the fie ld . Thus, it  may not be 

possible for the Cooperatives to provide Social insiirance o f their members as 

^heir side activity only. It  may be asserted that 'Social Insurance Through 

Cooperatives is a fu ll  fledged fie ld  for the cooperatives to work'in. Hence, 

it  is believed that independent Cooperative Societies with the prime objective 

of providing Social insurance to their members may be considered for 

registeration.


