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Report of the Industrial Finance 
Committee 

CHAPTER I 

H:rsTORY OF THE INQUIRY 

1. One of the most important factors in the indus­
trial development of any country or province is finance 
in the form of credit. Credit is required in almost every 
stage of business. "Industrial Finance", therefore, . has 
been the subject of inquiry by expert committees and 
commissions in most countries which have changed from 
an agrarian to an industrial economy. 

2. In these provinces the question of industrial 
finance was first considered by the Naini Tal Conference 
of 1907, which adopted the following two resolutions in 
this connexion : 

(i) "The Government may properly ma~e money 
grants for definite purposes to new' enterprises. if 
the result of the action to be taken with the assist-
ance thus afforded is likely to be of general indus· 
trial advantage. In such cases, wherever possible, 
the result of the action should. be published." 

(ii) "The Government may properly make loans 
or advances to co-operative societies of artisa~ as 
it does to co-operatIve societies of cultivators on 
the joint personal security of the members; but 
it is not advisable that Government should make 
loans or advances to individuals." 

Na,,,,, 
Tal 
OonJer-
ence, 
1907. 

3. The question was next considered by a cominittee Hailey 
consisting of the late Mr. Hailey, Mr. (now Sir Atul) Oomm~, 
Chatterji and Mr. Burt, appointed by the local Govem- 1914. 
ment in 1914 to investigate the possibility of developing 
local industries in order to replace German and Austrian 
manufactures by Indian-made articles. This Com-
mittee was of opinion that Government should assist 
in the development of credit facilities for industry and 
that something in the nature of an industrial bank 
ab.ould be started. 
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4. After this the question came under consideration 
at the hands of the Indian Industrial Commission of 
1916-18. That Commission found that-

" generally speaking, there was a complaint that 
the existing banking system was too inelastie and 
insufficient to meet the needs of the country, and 
that in respect of industries development was 
greatly retarded,. because the banks refused to 
advance money for lengthy periods on the 
security of buildings and plant. Indians suffered 
in a special degree from this deficiency; for, 
among other reasons, they found it difficult to 
satisfy a bank, whose directorate and superior 
3taff was entirely Europea.n, as to their financial 
position." 

It considered that-
" an industrial trust or financi,al corporation for 

the promotion of industries which some witnesses 
had supported was in its nature too directly con­
cerned In the success of particular undertakings 
to be a suitable instrument for the general 
advancement of industries, though a useful agency 
for furthering partioular industrial interests." 

5. The Industrial Commission was apparently in 
fa't"our of industrial banks, though in the absence of 
suffioient material it could not formulate any definite 
scheme for such banks, whether of provincial or imperial 
scope. It, therefore, reoommended the appointment of 
an expert committee to put up concrete proposals. The 
Commission, however, made the following general 
suggestions : 

" We are of opinion, therefore, that an industrial 
bank should possess a paid-up share or debenture 
capital high in proportion to its total business; 
it should observe the usual precautions in not 
allowing too large a share of its funds to be used 

. for the benefit of any single interest or group of 
financially inter-dependent interests; its loans 
on plant, buildings and land should be carefully 
considered and should be limited in each case; 
the larger portion of its industrial business should 
be ·confined to the provision of working capital; 
it should provide initial capital with caution, at 
any rate, during its opening years, and should not 
itself at first attempt to float companies, though 
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it may advise and &8IIiat in other ways pel'8ODB who 
propose to do so. The main factor of safety in an , .. > 

indUBtrial bank is the judicious limitation of each 
class of business to ita proper proportions." 

6. Before the expert committee recommended by Bir 
the Indian Industrial Commi$8ion could be appointed Th0fn,a8 

by the Government of India, industries became a pro- BmiJA 
vincw transferred subject; and the United Provinces Oommittee. 
Government appointed a Committee in 1921, under the 
chairmanship of Sir Thomas Smith, to examine the 
question of establishing an industrial bank in these 
provinces. The Committee reported that it had not 
before it sufficient details to warrant the establishment 
of an industrial bank and pointed out that, owing to 
the scarcity of money then prevailing, the minimum. rate 
at which the proposed industrial bank could advance 
loans would be 12 per cent. After full consideration 
of the various methods of meeting the needs of sma.ll 
industriaJists, the Committee held that, in the initial 
atage, Government would have to show.der the question 
of ~ance. For this purpose it ~ec~mmended the f~r-
matlOn of a Board of Loan ComD1l88lone1'8 a.t whose dis-
poea! a lump sum should be placed annually and who 
mould make loans out of this sum at their own dis-
cretion. The Deputy Registrar of Co:operative 
Societies, who was a member of the Committee, pro. 
posed that co-operative banks for non-agricultural 
purposes should be eligible for loans from the funds at 
the disposal of the Loan Commissioners, .but the 
majority of the Committee recommended that co-
operative banks should stand on their own feet and 
that the Industrial Loan Commissione1'8 should only 
concern themselves with pioneer and sma.ll industries. 
The Committee unanimously held that the experience. 
lained by the Industrial Loan Commissioners would 
be uSeful in showing eventually whether an industrial 
b,,~ was required or not. 

7. The United ProvinOOl1 Government generally 
accepted the views of this Committee in their resolu­
tion no. 1142 j XVIII, dated the 20th July, 1922, and 
the Board of Loan Commissioners has been in existence 
since then. Government, however, made three impor­
tant changes. Firstly, they accepted the ~mmenda­
tion of the Deputy RegUJtrar of Co-operative Societies 
and decided tha.t non-agricultursl co-operative societies 
'M'Jre a.1ao elimble for IO&D8 from the Boaad of Loa.a 
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Commissioners. Secondly, as under Devolution Rule 
no. 37(A) the Loan Commissioners could not be given 
power to make loans on their own authority, their 
duties were made advisory only, but with the full assur­
ance that in most cases recommendations would be 
accepted without much further scrutiny or hesitation. 
Thirdly, they gave the Board wider powers than had 
been recommended by the Committee. Whereas the 
Committee had recommended that the Board should 
concern itself with pioneer and small industries only, 
Government allowed the Board to receive and discuss 
applications for loans from all classes of individuals 
and corporations engaged in industrial development. 
Government further agreed with the Committee that no 
adequate case had been made out for the establish­
ment of an industrial bank and that the question should 
be left for the future. 

8. The Burn Committee of 1924, which w~ appointed 
to suggest methods of developing provincial indus­
tries and to examine the existing system of technical 
~nd industrial education and stores purchase, also 
considered the question of starting an ~dustrial bank. 
This Committee, hQwever, agreed with the recommenda­
tions of the Sir Thomas Smith Committee and approved 
of the system of making loans through the Board of 
Loan Commissioners. It, howeve.r, suggested detailed 
inquiries and speedy disposal of applications for loans. 

9. The question ·of an industrial bank or banks 
next came before the Central and Provinci~l Banking 
Inquiry Committees. The United Provinces Banking 
Inquiry Committee did not make any specific recom­
mendation on the question whether an industrial bank 
or banks should be started at once, but was of opinion 
that one bank should do for the needs of the smaller 
as well as the organized industries. The question 
whether there should be one industrial bank for the 
whole of India with provincial branches or separate 
provincial banks was left to the Central Banking Inquiry 
Committee to decide (para. 403). 

10. The Central Banking Inquiry Committee con­
sidered the question of the financial requirements of 
industries in great detail and devoted a long chapter 
(Chapter XVI) to the subject. There was considerable 
difference of opinion among the members: eventually 
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the Committee by a. majority adopted the following 
recommendations: 

"We, therefore, recommend that as an excep­
tion to what is stated in paragraph 390 above, if a 
provincial Government in the discharge of its 
responsibility for the development of industries 
within its territories finds it necessary to ensure 
the supply of financial facilities to industrial con­
cerns, a provincial industrial corporation with 
branches, if necessary, and working with capital 
initially or permanently supplied by the provincial 
Government, should be established... We 
should prefer that the corporation obtained its 
share capital 'as far as possible from the public, 
but in view of the obvious limitations in the present 
circumstances of India it is necessary that Govern­
ment should take such portion of the share capital 
of the corporation as cannot be raised by public 

. subscription. We do not approve of the suggestion 
that Government should guarantee the share capital 
of the corporation or the dividend on such capital 

·.as, in our opinion, provision of share capital by the 
Government would give greater confidence to the 
public than either of the other two measures . . . 
The share capital should be supplemented by 
debenture capital not exceeding at the outset 
twice the amount of the share capital. There 
should be no difficulty in raising this proportion 
of debenture capital if the investments of the cor­
poration are sound. If in order to attract invest­
ment in such debentures it is found necessary 
that Government should offer a guarantee of 
interest on them, Government may give a limited 
guarantee ... ; in the case of debenture issues 
of the proVIncial industrial corporation, . . . 
they may, if necessary, purchase a portion of the 
debentures issued until a regular market has been 
created for them . .. I t is our intention that 
the proposed corporation should specialize in the 
provision of long-term capital to industries which 
should continue to obtain working capital from 
existing ,institutions." 

. 11. In 1932 the local Government appointed the IndU8trie8 
1ndustri~ Reorganization Committee with the Hon'ble Beorga-' 

. )Ir. (now Sir) J. P. Srivastava, Minister for Edlicatian nizatiota. 

. &nd Industries, as chairman and consisting exclusively Oommitlu, 
ofnfficials, most of whom had experience of the working 1932. 
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of the Industries Department, to survey the whole field 
of its activities in detail and to see if there was any 
avoidable waste and to suggest improvements where 
necessary. This Committee, when dealing with the 
question of financial aid to industries, came to the con­
elusion that it could not put forward any definite 
scheme and recommended the appointment of a suit­
able committee of commercial and banking experts to 
draw up detailed plans. It, however, believed that loans 
were needed both by big and small industriE'B and made 
various tentative proposals to be examined by the expert 
committee. 

12. The report of the, Industries Reorganization 
Committee is still under the consideration of Govern­
ment. In the meantime, our Committee was appointed 
to examine the question of financial aid to industries 
and to consider, inter alia, the suggestions of the 
Industries Reorganization Committee on the subject~ 
The following were appointed to the Committee: 

(1) Sir Sorabji N. Pochkhanawala, 
KT., Managing Director, Central 
Bank of India, Ltd., Bombay Ohairmanr 

(2) Mr. A. L. Carnegie, Managing 
Director, British India Corporation, 
Ltd., Cawnpore . . . . 

(3) The Hon'ble Rai Bahadur Lala 
Ram Saran Das, C.I.E., Member, I 

Council of State, Lahore 
(4) Mr. C. St. L. Teyen, C.l.E., 

O.B.E.,I.S.O., late Managing Director 
of the New Victoria Mills Co., Ltd., 
Cawnpore . . . . . . Member8~ 

(5) Rai Bahadur Babu Vikramajit 
Singh, M.B.E., M.L.C., Cawnpore 

(6) Mr. Mohan Lal Sah, Banker, 
Ranikhet 

(7) Mr. J. A. H. Duke of the United 
Provinces Industries Department .. 
, (8) Rai Bahadur Pandit Radhey 

Lal Chaturvedi, B.A., Deputy Regis­
trar, Co-operative Societies, United 
Pronnces, Lucknow 

Mr. H. R. Shivdasani, I.C.S. Secretary. 
13. Our Committee had twenty-two sittings at 

Lueknow, Cawnpore and Naini Tal. Before framing 
oUr questionnaire we had informal talks with oertain 
Government officia.1s in order to obtain &n idea of tho 
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Uisting state of affairs. The response to the ques­
tionnaire (reproduced in Appendix I) was fairly gratify­
jng. The memoranda received from joint stock 
~mpanies, chambers of commerce, individual industrial-
ists, bankers and economists were carefully considered; 
and the --Committee also examined several witnesses 
~lally. 
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CHAPTER II 

EXISTING CREDIT FACILITIES FOR INDUSTRIES 

Introductory 

14. It is usual to classify industries in these p~ov­
inces as "Major", "Minor" and" Cottage" industries. 
Unfortunately, however, the term "cottage industry" 
is understood differently by different persons. For our 
purpose a cottage industry is one which is carried on by 
the artisan in or at his own home, either on his own 
account or under the direction of a karkhanadar. If 
the work is done in a small factory run by a small in­
dustrialist, we prefer to call the industry a "minor in­
dustry", even if power-driven machinery is not used. 
As between major and minor industries, however, no 
sharp line of demarcation can be drawn. Generally 
speaking, a "major industry" is one which is carried 
on in a central factory using mechanical power on a large 
scale; while a "minor industry" is one which is 
carried on in a small factory usually utilizing mechani­
cal power, though on a small scale. Appendix II 
(Statements I, II aI}d III) gives lists of industries (pre­
pared by the Industries Department) according to the 
above classification. As the list of "minor industries" 
contains all medium and small power-driven factories 
as well as non-power factories, it naturally includes some 
industries which are mentioned in the lists of "major 
industries" and" cottage industries", e.g. glass, weaving, 
etc. 

15. Financing agencies for industries in these prov-
inces may be classified as follows : 

A-Government. 
B-J oint stock banks. 
C-Indigenous credit agencies. 
D-Co-operative societies of artisans .. 

We now proceed to deal with each of these separately. 

A-FINANCIAL ASSISTANCE FROM GoVERNMENT 

(i) General Survey 

16. The evidenci placed before us and the conclu­
sions of the Industr~s Reorganization Committee clearly 
show that the only help which Government has been 
able to give to major industries in these provinces haa 

8 
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been in the form of occasiolal expert advice, provision 
of staff with. some degree of technical training, and in 

. BOlDe cases loans (e.g. loans aggregating Rs.7,20,OOO have 
'00en given to the sugar industry, Rs.4,20,OOO to flour 
. mills and Rs.l,76,000 to the glass industry). In the case 
of the textile, lock and leather industries the Stores 
Purchase Department has also from time to time 
purchased their products. 

17. Minor industries have been assisted to a certain Aid to 
extent by the training of mechanics, fitters and similar minor 

. 'employees in the' case of engineering industries, by a ind'U8trieB 
certain. amount of experiment and research undertaken 
from time to time by the Industries Department, by 
grants in the case of new industries, and by loans in the 
case of deserving and struggling industries. 

18. Ap~rt from the general direction and super- Aid to 
vision of co-operative societies of artisans by the Co- cottage 
operative Department, the help given to cottage industrieB 
industries has been mainly in the form of establishing 
a number of schools meant to improve design and 
technique. Loans amounting to Rs.70,OOO have also 
been given since 1925 to certain co-operative societies 
of artisans, such as weavers, durree~makers, shoe-

. makers, ·etc., through central co-operative banks; and 
artistic handicrafts have received further help by means 
Qf a certain amount of marketing facilities provided 
by the United Provinces Government Arts and Crafts 
Emporium. 

19. From the above short survey it is clear That 
80 far direct financial assistance has been given in only 
two forms, namely loans to all types of industries and 
grants-in-aid to minor industries. Technical advice, 
establishment of schools and helping in research, no 
doubt useful forms of assistance, cannot be called 
direct financial assistance. The provision of marketing 
flr,cilities for artistic handicrafts through the United 
Provinces .Arts and Crafts Emporium, though a form 
of direct financial assistance, can only be said to have 
touched the fringe of the problem of remunerative 
marketing. The same remarks apply to the periodical 
purchases by the Stores Purchase Department of textile 
and leather products, and locks . 

• ". 20. We now proceed to deal with the results 
~ved with the assistance of loans and grants-in-aid. 
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(ii) Loo/TUJ 

21. Loans may be divided into large loans to both 
major and minor industries, small loans to minor in­
dustries, loans to co-operative societies for cottage 
industries and loans to ex-students of Government 
schools for the purchase. of tools and machinery. 

22. . Appendix III, which gives in detail the budget 
provision for and the amount actually advanced as 
industrial loans in the years 1921-22 to 1934-35, shows 
that Rs.15·15 lakhs have so far been advanced in the 
shape of large loans (i.e. exceeding Rs.I0,000 each). 
Unfortunately, however, more than half of this amount 
(Rs.8· 831akhs exclusive of interest in most cases) has 
had to be written off as irrecoverable. Rupees 36,000 
have so far been aQNanced by way of small loans, a 
small part of which (Rs.l,714) has had to be written 

_ off. Appendix IV gives complete ,information about all 
loans given since 1917-18. 

23-. Large loans, on the whole, have been a complete 
failure, whereas the smaller loans may be said to have 
been more or less successful. In the case of several 
large loans not only has Government suffered con­
siderable loss but; except perhaps in the case of glass, 
they have not accomplished the object for which they 
were granted. 

24. Several circumstances seem to have been res­
ponsible for the failure of large loans. For instance, there 
is no doubt whatever that there has been very little 
expert advice at the disposal of the Director of Indus­
tries to enable him to investigate applications properly. 
It has also not been possible to exercise proper control 
over the working of concerns to which substantial sums 
were advanced. 

25. It is noteworthy that not many applications 
for loans have been received by the Loan Commissioners, 
only 78 applications having been received since 1917 
of which 38 were successful; and since 1931 the Board 
of Loan Commissioners may be said to have been practi­
cally defunct. 

26. The paucity of applications does not, however, 
in itself demonstrate that industries do not stand in 
need of financial assistance. Several other reasons 
are responsible for the small number of applications. 
In the first place, there is the publicity which always 
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. follows such applications; secondly, there are detailed 
~uiries by subordinate officials which harm the. credit 
of ·the applicants; and, thirdly, there is often inordinate 
delay in getting a final answer. Cases were alleged to 
be on record in which applicants had actually to refuse 
the loans after they were sanctioned as they had made 
other arrangements in the meantime. .. 

27. Loans to cottage industries ha.ve been given 
from 80 small sum which, since 1924-25, has been placed 
-at. the joint disposal of the Director of Industries and 
the Registrar of Co-operative Societies to be utilized 
for advances to central co-operative banks for the 
purpose of loans to cottage industrialists. A sum of 
&.70,000 has So fsr been advanced in this mIJ.nner. It 
cannot be held that these loans have appreciably helped 
cottage industries as co-operative banks have been ~ble 
to obtain deposits at rates lower than those charged by 
Government and have, therefore, not found it necessary 
to apply to Government for loans. 

28. Though the budget provision for loans to ex­
$tudents has been only Rs.l,OOO a year, most of this 
~ount has remained unutilized. The total amount 
actually advanced so far has been only Rs.4,OOO. The 

'. main :reason for this seems to be the inflexihility and 
-!)8tringencyof some of the rules regulating these loans and 

the fact that the maXimum amount that can be 
advanced to any person is limited to Rs.600. 

(iii) Grants 

29. Prior to 1921, money grants to industries were 
given directly by Government. These grants were 
first recommended by the Naini Tal Conference of 1907. 
Smce 1921 a certam sum has heen placed at the disposal 
of the Board of Industries for this purpose. Appendix 
V, Statement I, gives an abstract of grants, given in 
,the period 1921-22 to 1934-35. These grants have, no 
doubt, served a useful purpose and have helped a number 

t of small industries, but the reason why no striking devel­
opment has taken place is that the amount at the 
disposal of the- Board is very small. , 

B--FINANCIAL ASSISTANCE FROM JOINT STOCK BANKS 

30. In the United Provinces, in addition to the 
. '!8riOUB branches and pay offices of the Imperial Bank, 

;;:",".~e Allahabad Bank, the Central Bank of India, the 

Loam 
to ex-
8t~. 

E~ 
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grant8. 

.. 
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banks. 
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Punjab National Bank and the numerous offices 01 
private bankers, there are 42 joint stock ban ks which 
are registered in the United Provinces with subscrib­
ed and paid-up capital aggregating Rs.63,89,423 and 
Rs.54,57,1l9 respectively. The existence of this large­
number of banks shows the importance of the provinces 
so far as agriculture, trade and industry are concerned. 

31. Joint stobk banks have practically nothing 
to do with the financing of cottage industries. These 
depend on indigenous finance and co-operative societies. 

32. As regards assistance from banks to majOl 
and minor industries, opinions varied· considerably. 
The conservative school of witnesses, such as the dele­
gation of the Upper India Chamber of Commerce, stated 
in evidence before us that in the United Provinces no 
industry floated on sound lines and showing a reasonable 
promise of success has been unable to obtain the neces­
sary fi.nancial assistance. On the other hand, the ma­
jority of witnesses, including the delegations of the 
United Provinces Chamber of Commerce and the Mer­
chants' Chamber of the United Provinces, are not 
satisfied with the present state of affairs and expressed 
strongly the opinion that the existing banking ~ystem ~ 
is too inelastic to meet the r~quirements of provincial 
industrial development. We are substantially in 
agreement with the latter view for the following reasons = 

(i) In the CR.se of banks with head offices outside 
the United Provinces, conservatism and lack 
of personal touch with the borrowers make them 
hesitate in giving long-term loans freely. 

(ii) As a rule, banks insist on a full backing of 
tangible and easily recoverable security for their 
loans. They hardly ever take account of the 
personal credit and integrity of borrowers, not 
being in close touch with them. 

(iii) The existing banks do not co-operate with 
the Industries Department and are not equipped 
with the technical knowledge necessary for judging 
the business prospects of a concern or its com­
mercial value. This difficulty is strongly felt~ 
especially in the case of small industries run by 
private individuals. In the case of large indus­
tries, sufficient data. are usually available in balance 

• 
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sheets and annual reports from which the bank 
can form an opinion about the financial position 
of such concerns. 

(iv) Banks in India do not encourage long-term 
advances and generally lend money for not 
more than 12 months. Such advances, however, 
are renewed from time to time if the industrial 
concern is running satisfactorily and the security 
is good; but the position is considered to be pre· 
carious from the point of view of the indus~ry, 
inasmuch as the industry can never be certain of 
<lbtaining the renewal of the advances and, in 
spite of being in a solvent state, it may not be in 
a pos~tion to repay the advance on due date. 

(v) Smaller industries have, generally speaking, 
to depend on small banks and money -lenders for 
financial assistance which is available at rates of 
interest frequently much higher than they can. 
Afford to pay. Such financial help is given largely 
on personal credit_ 

(vi) Persons engaged in minor industries and 
cottage industries do not maintain proper books 
of account, and banks find it difficult to exercise 
control over their finances and are unable to deter ... 
mine the amount of credit that may be made avail. 
able in individual cases. They, therefore,' natur­
ally prefer to avoid such business rather than 
incur unusual risks. 

. 33. Opinion has been expressed that, with the 
advent of some of the Indian joint stock banks, the loan 
policy of the larger banks has undergone some modifica­
tion in recent years. Despite this, it cannot be said that 

. all the-- necessary financial assistance to all classes of 
in~ustry has been or will be forthcoming from existing 
Danks. . 

C-FINANCIAL ASSISTANCE FROM INDIGENOUS CREDIT 
AGENCIES 

.' 34. Indigenous credit agencies are of several types. l1uligenuua 
-Pnfortunately, their terminology and nomenclature credit 
IS very vague and the spheres in which these agencies agencie8. 
wot:k oyerlap in many cases. There is hardly any co­
ordinatIOn -between them a"nd no conscious effort has 
e.ver been made to achieve it. Nevertheless, indigen-
OUS credit agencies playa large and indispensable 

- 2 



part in financing trade and industry in these provinces~ 
At the same time, there is evidence that the lundi busi­
ness previously carried on by such agencies has been 
severally curtailed for various rea·sons. 

35. Very few of the major industries obtain finance 
from the indigneous credit agencies but many of the· 
minor industrialist.s have to resort to indigenous finan­
ciers, such as lwthiwalas and sarafs. Though they _ do­
not obtain the necessary credit as cheaply as may be 
deskable, the minor industrialists would rather deal 
with these agencies than with joint stock banks. The­
rules of banks regarding security, etc. are strict and 
branch managers have practically no discretion. Small 
traders and business men, we were told, feel also that. 
such banks are unapproachable. 

36. Except where there are oo-operative societies,. 
the cottage industrialists have to depend entirely on the­
indigenous financier who frequently is also the " middle­
man." He is either a trader who supplies raw materials: 
to the artisans and pays them wages or takes a com­
mission himself when taking over the produce; or he is 
& mrle/to:nadar who combines the functions of the master 
artisan and financier and employs his feUow-artisans-r 
either in his establishment or in their own homes. These' 
middlemen fina.nciers are found in all cities and towns­
which boast of a.n a.ncient prevailing craft, 8uch u wood­
work, pottery, shoe-making, brasswa.re, ere.Tbis. 
method of financing cottage industries does not improve­
the economic status of the artisan who is at the mercy 
of his financier. 

37. Whatever may be their drawbacks, we consi­
der that indigenous financing agencies must be accepted 
&8 an indispensable part of Indian society. Unlike­
modern banks which follow western methods of business, 
these indigenous credit agencies make their services 
available at the very door of their clients and the:ir> 
methods and technique have become familiar from tim, 
immemorial. No scheme of reorganization can, th~re­
fore, omit to ta.ke the indigenous credit a.gencies into 
account or hope to do away with them. We hope, how­
ever, ttat by arranging easier and cheaper credit the 
present agencies will become less exacting and more 
serviceable, and thereby give the necessary impetus to 
inoustries to develop. There is evidence to show that 
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co-operative societies have already been instrumental 
in reducing the rates of interest charged by money­
lenders. 

D-FrN~CIA.L ASSISTANCE TO COTTAGE INDUSTRIES FROM 
, CO-OPERATIVE SOCIETIES OF ARTISANS 

. 38. During the course of our inquiry the co- Oritici8m 
operative movement in the United Provinces was criti- o/the co­
cized by several witnesaes generally and also on account operative 
of its lack of a.ssistance to cottage industries. ,J.p- movement. 
pendix VI contains the following statements in respect 
to the year 1931-32 regarding co-operative societies in 
the provinces of British .India and in Indian States taken 
from the Indian Finance Year Book, 1934 :. 

I.-Working Capital. 

II.-Number of members. 

IIT.-Number of societies. 

The figures given in this appendix, the Committee 
admit, are not the only basis to judge the progress and 
the success of the co-operative movement in any prov­
ince. There are various other considerations to be kept in 
view, and the internal working of the movement should 
be carefully examined before an opinion .is expressed on 
its success or failure. Co.operation in the United Prov­
inces has, however, admittedly been disappointing. though 
not entirely discouraging. We were told, for example, 
that in these provinces about 1,400 societies work with 
their own capital and distribute dividends, and collec­
tions compare favourably with the figures of most other 
provinces and State8. About 500 lIOCieties for village 
welfare e been formed during the laBt six years. The 

_ Com . tee feel that it is very difficult to change the 
"" of vision of the conservative rural masses and hope 

at the sustained efforts of Govemment, aftar the 
OakdeIi Committee Report, will produce better results 
in the near future. 

39.' We have touched on the movement in general Impor­
beca.U8e, in our considered opinion, the finance of rural lance 0/ co­
cottage industries is in essence not distinguishable operation 
from rura.l finance generally. Moreover, the stronger to cottage 
the movement, the better will be the condition of the indus riea. 
DlaI8e8, and from that will follow the" necessary 
impetus to trade and industry. 
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40. It is indeed unfortunate that the potentialities 
of the co-operative movement have not been exploited 
to a greater extent for the benefit of cottage industry. 
The number of purely artisan societies in these provinces 
is only 150, of which 130 are unlimited credit societies, 
mostly of weavers and leather workers, 15 production 
and sale societies and 5 purchase and sale societies. 
The industries which are concerned are cotton, durree 
and blanket weaving, ·tanning, brassware, gur and rab 
and sugar manufacture, glass and bangle manufacture, 
and glue manufacture. Cottage industrialists thus 
are still largely in the hands of the dealers in raw 
materials, traders and karkhanadars. 

41. Though each cottage industry has its own pecu­
liar technique and problems, there are certain difficulties 
which are common to all and which can best be solved 
through co-operative methods. Those difficulties are : 

(i) difficulty in securing raw material advantge­
ously, 

(ii) lack of system in distribution of raw material 
among cottage workers, 

(iii) lack of guidance in production in the matter 
of quality, standard and design, 

(iv) lack of arrangements for giving the neces­
sary finish to manufactured articles, 

(v) lack of capital, 
(vi) lack of adequate collecting and marketing 

arrangements. 
(vii) lack of stocks to meet urgent orders, 
(viii) absence of any idea of costing, and 
(ix) conservatism, unreliability and illiteracy of 

the cottage workers. 

42. It is true that' several commissions'a{ld 
committees have from time to time recommended, 
co-operative methods for rescuing and developing 
cottage industries, but we suggest that in order to infuse 
the co-operative spirit in the masses, propaganda 
and successful demonstration are essential factors. 
Government can assist in the matter of successful 
demonstration but public-spirited an~ educa:te~ men 
must come forward and help in prepanng statIstICS and 
in educating the ignorant cottage workers in co-oper­
ative methods. 
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43. During the last 30 years Bome spasmodic efforts 
to organize cottage industries on co-operative lines have 
been made by the Government through the Co-operative 
Department. Apart from organizing societies and sup­
ervising their working, these efforts have taken the form. 
of giving loans aItd grants and arranging sales of some 
of the products of cottage industries but there has been 
no organized or continuous effort or policy for develop­
ment. 

44. The first attempt was in Benares in 1905, when 
the silk weavers were organized into an association for 
the sale of finished products. Unfortunately, however, 
mismanagement, fraud, party factions and favouritism 
soon brought it to an end. The only organization of 
that time which has survived in Benares is the Said 
Raja Weavers' Societies. ,These societies were formed 
with both producers as well as traders as members. It 
was hoped that the one class would help the other but 
the traders BOon did their best to exploit the manufac­
turers and deterioration followed. The efforts of the 
Department during the past six or seven years, however, 
have brought about some reorganization and improve­
ment. 

45. The next attempt made was at Sandila. The 
weavers' societies there were affiliated to a Central 
Weavers'- Bank. This Bank, in addition to supplying 
credit, also managed a store for the supply of yarn and 
ran a factory for manufacture and sale. Owing to trade 
depression and embezzlements the Central Bank had 
to be liquidated and a separate registered society for 
the supply of raw material and sale of finished products 
on commission sale or return basis was organized. The 

. factory was also registered separately as a weaving and 
.sale society and is now being run on factory lines. In 
.1932-33 the factory secured orders for the supply of 
30,000 yards of jaconet cloth to the Bihar Government 
Press and 15,000 yards to the United Provinces Govern­
ment Printing Press, Allahabad. 

46. In Tanda there are 32 weavers' credit societies. 
There, however, on account of ignorance and suspicion, 
efforts to organize a store for supply of raw material or 
for sale of finished products have failed. 

47. At Agra there are a few credit societies and a 
'. store mainly for the benefit of dur:ree and pugree weavers. 
.Th~ store supplies raw material and helps in the sale of 

. finished products. In 1932-33 the store worked at a lOBS. 
'It puts on' the market dur:rees of superiot" shade and 
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colour but its comparatively high prices are responsible 
for the loss. We understand from one of our colleagues 
that 15 durree societies worked at a profit in 1933-34. 
There are also a few leather societies at Agra but 
nothing particular has been done for them by the store 
towards the supply of raw material Or for the sale of 
finished products. 

48. At Bara Banki a federation of weavers' societies 
was formed six or seven years ago. It supplies raw mate­
rial and arranges sale but it has not made much headway 
so far. 

49.· Blanket weavers of Najibabad, glass workers of 
Nagina and tanners of Jaitra were organized for co-ope­
rative production and sale. They have all suffered losses 
on account of lack of technical supervision and market­
ing, and at Nagina floods also added to the difficulties. 
The Bangle-makerR' Society of Firozabad, we were 
informed, has been working recently at a profit. 

5Q. Small open pan sugar factories organized in 
Gorakhpur, Lucknow and other districts have been closed 
for good. Experiments in rab-making in the Lucknow 
and Kheri districts have, however, proved fairly' success­
ful. 

51. A large vacuum pan sugar factory, with a crush­
ing capacity of 300 tons per day, has been recently put 
up at Biswan. This is the first co-operative venture 
of its kind in the country and has been working at a 
profit. 

52. There is only one society of brass workers at 
Oel (district Kheri) organized to supply raw material. 
It made a very good beginning but it has deteriorated 
and is moribund on account of the organized opposition 
of the brassware dealers and disloyalty of the members. 

53. There are few other miscellaneous societies in 
different parts of the province. None of them, however, 
has shown any marked progress .. 

54. Of the experiments made to help cottage indus­
tries in production and sale on co-operative lines, those 
at Agra, Sandila, Lucknow, Biswan and Benares have 
attained varyfug degrees of success. In the majority 
of cases, however, eftorts have not proved successful-a. 
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}'t!8ult not peculiar, it would seem, to these provinces; 
lor we find the following in a publication entitled "The 
~ta.te and Iudustries"" (page 65): 

" But while there have been a number of succes­
ses, the work generally has been extremely difficult 
and it can hardly be claimed that co-operative 
methods have made a big impression in any prov­
ince in this direction as yet. Co-operation demands 
the possession of qualities with which the cottage 
industrialist, and especially the handloom weaver, 
appears to be poorly endowed." 

Again, the discussion on cottage industries and hand-
100m weaving in the Fifth and Sixth Industries Con­
ferences held at Simla in 1933 and 1934 shows that there 
is scarcely any proviIice where societies of cottage 
industrialists have succeeded. At the last Conference 
the Chairman, in summing up, observed that while 
-conditions varied in different provinces, co-operation 
~ been distinctly disappointing. 

Suggested 
lineB 0/ 
improt16-
menl • 

55. Cottage industries being so numerous, it is clear 
that. under any scheme calculated to ofier lhem financial 
facilities only a few of the industries should be selected 
.at first, and it would be- better to give preference to those 
industries which alr~ady have some form of co-operative 
-organization and those which are not likely to succumb 
to the competition of the machine-made article. The 
new organization should strengthen them by giving 
them constant technical help and guidance and by 
-exercising close supervision. Every cottage industry, I 
if ,it is to be helped properly, must have both primary 
.and central organizations and the mterests of the 
industry should be looked after from the raw material 
to the sale stage. 

56. The rate of interest at which credit is available 
1;0 cottage industries is also an important factor. One 
of the difficulties of the existing artisans' societies 
.appears to be the high rates of interest at whIch credit 
is prOVIded to them, With the result that cottage indus­
trialists, who are members of these societies, have to 
pay about 15 per cent. on their borrowings. This rate 
mayor may not be lower than the individual artisan 
is charged by other credit agencies, but few industries 
at the present time can earn a 15 per cent. margin 
of profit even taking into account the fact that the 
oottage worker's labour charges are very low since he 
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works in his own home and during his spare time. 
Central banks and individual societies must keep a sub­
stantial margin for bad debts, but this margin can be 
main~ined only if Government lent money to central 
banks at a low rate of interest or extended the practice 
of advancing money direct to societies which are worked 
satisfactorily with the~r own resources. If credit could 
be provided to the individual artisan at, say, 6 or 7 per 

I cent. per annum, an improvement in his condition should 
follow. 

Oonclusion 

57. The conclusion which emerges from the pre-
ceding statement of the present position is that existing· 
facilities are inadequate, and that some organization 
is required which can give a helping hand to new and 
deserving exterprises and come to the rescue of estab­
lished ones which need extensions or are temporarily 
in difficulties. The efforts of Government to meet this 
need through loans and grants have so far proved more 
or less a failure as is evident from the facts related in 
the earlier part of this chapter. What is necessary is 
an organization which will not be handicapped by those 
difficulties which have prevented Government from 
achieving the.. desired result. 

58. It is desirable that Government should not 
engage in business but should confine its activities 
to assisting those who are engaged m trade and 
industry and who are suffering for want of finance, 

i organization. and publicity. Government help further 
l should be rendered not directly but through an orgaruzed 
! institution or institutions in a position to take all the t responsibility of business on themselves, We have given 1 careful consideration to the form such organizations 

should take; and in the following chapters submit our 
proposals for two which, we believe, will help to meet 
the present industrial requirements of these provinces. 



CHAPTER III 

PROPOSED BANKING STRUCTURE TO AID MAJOR AND 
MINOR INDUSTRIES 

The United Provinces I rulustrial Credit Bank, Ltd. 

59. During the course of our enquiry it was made Introi/,tU}­
evident that credit facilities in these provincetf. avail- tory. 
able at present to foster and develop industry are not 
adequate, and that there is room for expansion of credit 
facilities of this nature. Of late, there has been con-
siderable industrial development, but this development 
in the case of both major and minor industries has been 
retarded by insufficiency of financet Instances were 
brought to our notice where the establishment or develop-
ment of an industry, especially minor, has been ham-
pered by insufficient finance. 

60. The United Provinces Government have been 
endeavouring hitherto to extend aid through their 
Industries Department. This help, however, for several 
causes has not, on the whole, proved effective. While 
Government aid in this direction is certainly essential, 
the present budgetary position scarcely warrants our 
Buggesting that Government should undertake a liability 
of any very considerable proportion. It is expedient, 

. therefore, that we should devise an agency that should 
be able to finance, consistent with safety. those indus­
tries of the provIDces which can establish.a claim to 
aid and protection in a form which would obviate undue 
strain on provincial finances. 

61. We have carefully considered the advisability 
of establishing more than one institution for financing . 
provincial industries, and we are of opinion that two 
distinct agencies are necessary--one for financing major. 
and minor industries and the other for assisting mainly 
cottage industries. The former should provide long and 
short-term finance: the latter is designed to assist 
cottage industries in finding a market and in financing 
'the purchase of raw material and the sale of finished 
goods. . We are recommending accordingly in this 
chapter a baItking organization to aid major and minor 
industries and, in the next chapter, a separate organ­
ization fot' assisting cottage industries in finance and 
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marketing. The latter might also cover some of the 
minor industries in need of short-term credit. Further, 
we propose that these two institutions should be inter­
dependent, so that industry may benefit to the greatest 
extent possible. 

62. 'Ve now proceed to suggest the broad lines 
on which the institution meant to provide long and 
short-term credit to major and minor industries 
should be established. 

63. A joint-stock bank should be established under 
the title of "The United Provinces Industrial Credit 
Bank, Ltd.", with the head office preferably. at 
Cawnpore. Its duties may appropriately be defined as 
under: 

(1) to give long and short-term credit facilities 
to major and minor industries with a view to 
encourage and assist those engaged in industry; 

(2) to lend money against sufficient security 
in the shape of fixed and floating assets; 

(3) to give credit facilities to those engaged in 
major and minor industries, or for the establish­
ment of new industries, under the guarantee of 
Government in the absence of adequate security, 
where Government is of opinion that such assist­
ance is' necessary in the interest of the industrial 
development of the provinces; 

(4) to underwrite, subscribe to and invest in shares 
of joint-stock companies registered in the United 
Provinces and connected, with industries having 
prospects of attaining commercial proportions; 

(5) to lend money on immovable property, bills 
of lading, documents of title, promissory notes 
of two or more parties, debentures, Government 
promissory notes, etc.; 

(6) to encourage the purchase of machinery, 
materials, etc. on the hire-purchase system and to 
supply funds and give guarantoos for that purpose. 

64. The initial authorized and issued capital of. 
this Bank should be fixed at Rs.25 lakhs, divided into 
100,000 shares of Rs.2.5 each to be called up as follows: 

Rupees 5 on application, • 
Rupees 10 on allotment, 

&nd the balance in two calls of Rs.5 per share each at 
intervals of not less than three months. 
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. 65. The local Government should guarantee a.l'-Got)ern~ 
dividend on the initial paid-up capital of the Bank at ment aid. 
'jbe rate of 4 per cent. per·annum (bhis rate has been sug~ J 
geated, ha.ving regard to present monetary conditions)-
free of income-tax. If, however, the Bank pays a divi~ 
-<lend of 6 per cent. per annum, free of income-tax, after 
making due provision foc bad or doubtful debts, depre-
ciation on securities and ot,her assets and such other 
-eontingencies as are usually provided by bankers, for five 
consecutive years out of its own earnings, the Govern-

. ment guarantee in respect of dividends shall termi~ 
nate. In no case should the Government guarantee 
continue for more than 20 years. 

66. Now let us examine the liability which may Liability of 
fall on Government under the above scheme. Govzrn-­
.Assuming the partly paid-up capital of the Bank ~ ment. 
be Rs.15 lakhs, Government would be liable to the share~' 
holders for a sum of R8.60,000 a year for 8 dividend at 
4 per cent. per annum, plus income-tax thereon, plus 
the expe1l8es of the Ba.nk which we put at about 
Rs.2,OOO a month. Let us assume that, in the first year, 
Rs.5 lakhs of this capital is advanced to industries at 6 
per cent. per annum and the balance of Rs.I0 lakhs is 
invested at 3 per cent. per annum in gilt-edged secu-
rities till such time as it is required for loans to indus-
tries. The income of the Bank would amount to not more 
than Rs.60,OOO in the first year, assuming that there are 
:no other sources of income to the Bank. Deducting 
Rs.24,000 for expenses, the Bank would earn Rs.36,000 
-only, that is Rs.24,000 less than the amount required 
-to pay the guaranteed 4 per cent. dividend. Till such 
-time as the earning capacity improves by employing 
-the balance of the eapital at 6 per cent. or other remu-
nerative rate in' industrulol concerns, Government 
-would be responsible to make good this deficiency of 
Rs.24;OOO a year to the Bank. Should the Bank suc­
ceed in em'ploying its capital of Rs.15 lakhs at 6 per 
oont., it would earn Rs.90,000 a year which would 
~nable it to carry forward a small surplus after paying 
4 per cent. per annum and after meeting working 
-expenses. We hope, however, that with the growth 
()f the Bank, its deposits will increase and with better 
inquiry for loans from industries the profit of the Bank 
will also increase. The bala.nce of the capital could 
be called' up when required; and when the whole capital 
:is invested in sound loans to industries, the Bank should 
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be able to earn about Rs.l,50,OOO a year, which would 
leave a surplus of some Rs.25,OOO in the year after 
paying a dividend at 4 per cent. and meeting all 
expenses. We recognize time will elapse before such 
development takes place, and it is not impossible that 
5 or 10 years will pass before the Bank is able to earn 
6 per cent. per annum, but, in any case, the liability 
of Government under the above scheme will be limited 
and will be reduced pari passu with the growth of long or 
short-term advances. 

67. In order that the liability may be satisfactorily 
m(}t without a strain on their finances, we suggest that 
Government should provide a sum of Rs.50,OOO to 
Rs.60,OOO annually in the budget against this liability 
and that this sum should be earmarked-

(i) to meet the deficit, if any, to make up the 
dividend of 4 per cent. per annum free of tax to. 
the shareholders of the Bank, and 

(ii) to cover any charge against Government 
guarantee in respect of advances at their request 
by the Bank. 

The whole sum should be credited every year with 
the proposed Bank to a special account to be called 
"The Industrial Banking Account ", and any unspent 
balance should not lapse but should be carried forward 
from year to year. By setting aside this small sum 
every year, Government, under the above scheme, will 
be instrumental in providmg financial assistance to the 
extent of at least Rs.25 lakhs to indigenous industries. 
through the Bank. Under efficient management and 
with the co-operation of the general public and those 
engaged III mdustrIes, large and small, the Bank should 
play not only a prominent part in providing adequate 
financial aid to existing industries, but should also be 
~nstrumental in promoting new industries in_these prov­
Inces. 

68. In addition to the business set out above, the 
Bank should be free-

(i) to open current accounts only for those whO' 
have taken advances from the Bank .. The public 
should not be allowed to open current accounts 
as it is not desirable that the Bank should incur 
demand liabilities of any nature, as· fts· funds 
would be generally invested in long-term credits. 
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It ma.y, however, a.ccept deposits for long periods 
from the public, 

We recommend that Government should also permit 
municipalities and other public bodies to deposit money 
with this Bank. 

(ii) to discount bills, promissory notes, hunms, 
etc. and to open over-draft and cash credit 
accounts with or without security of persons 
directly or indirectly connected with provincial 
industries. 

69. We recommend that the Board of Directors 
of the proposed Bank should consist of-

four Directors elected by the shareholders, 
and 

three Directors nominated by Government. 
No Director should be permitted to borrow from 

the Bank directly or indirectly. The qualifications of 
Directors should be as under : 

(a) They should have been intimately engaged 
in trade, comm~rce or industry for over five years. 

(b) They should have been resident in the 
United Provinces for 10 years or more. 

(c) They should hold shares of the Bank of the 
face-value of not less than Rs.5,OOO. 

70. The first Chairman of the Board and the other 
six Directors should all be initially appointed by Gov­
ernment. Of these, the three Government nominees 
will hold office for 5 years, unless any of them is 
~placed by Government durmg this period. On the 
expiry of 5 years Government may re-nominate them 

. or replace any of them as may be deemed proper. The 
:remaining four Directors will retire at the first annual 
meeting, hut will be eligible for re-election. Every 
year thereafter one of these Directors will retire by 
rotation, but will be eligible for re-election. . 

71. Ordinary shareholders should have one vote 
:for the first five shares and one further vote for every 
10 shares thereafter. 

72. The Bank aocounts should be audited every 
month by two firms of qualified aooountants, Govern­
ment having the right to appoint one of them and the 
ordinary shareholders the other. 
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73. The management should consist of-

(a) a Manager with banking knowledge and 
experience of not less than 10 years on a salary of 
about Rs.750-Rs.l,OOO per mensem; 

. (b) one head clerk with knowledge of book­
keeping and banking accounts on a salary of about. 
Rs.lOO-Rs.150 per mensem; 

(c) two clerks on Rs.40-Rs.50 per mensem 
each; and 

(d) two cashiers on Rs.lOO per mensem each .. 
With an increase in the Bank's business, an account­

ant could be Q-dded on Rs.200-Rs.250 per mensem. 

74. In addition to the above, the Bank should 
maintain an Intelligence Department on which will 
fall the burden of inquiries regarding the means and 
credit of borrowers and the task of obtaining correct· 
reports on the market value of the securities offered~ 
Honest and intelligent information on all matters con­
nected with loans and advances will have to be supplied 
to the Manager and through him to the Board of 
Directors. This department should be assisted by the! 
Industries Department in matters closely connected 
with inquiries pertaining to individual cases. The 
head of this department should be a local man well" 
acquainted with the commercial community and the 
conditions of thes~ provinces-preferably, a retired 
man with some experience of the industries on &8.200-
Rs.300 per mensem. One assistant will be required on 
a salary of Rs.lOO-Rs.125 per mensem. Later on~ 
the staff could, if necessary, be increased. 

75. The total expenses of the Bank, including rent,. 
should not exceed Rs.2,000 per month in the first two 
or three years of its existence, unless the business of 
the Bank expands beyond present expectations. 

76. Direct aid to industry by Government is likely 
to entail the undermentioned disadvantages : 

(i) Government, in spite of its resources and 
the assistance of the Industries Department, is 
not in as favourable a position as a bank, con­
ducted on well-established business principles, to 
look after the safety of money advanced to 
industries. . 
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(ii) Government cannot be expected to remain 
in personal touch with borrowers and is not in a posi­
tion to exercise that strict control which a bank is able 
to do with its business experience and the staff at its 
dMpoeal. 

(iii) Loans, when given directly by Govern­
moot to industries~ are seldom repaid on due da.te. 
Greater ca.re is taken by borrowers to repay them to a. 
bank. 

77. It is for the above reasons that we recommend 
itt direct Government help to industry through the 
}M'Oposed Industrial Credit Bank, 80 that money may 
be lent in 8. bu8ines8-like manner to the right parties,. 
thereby helping industries with a legitimate claim t& 
1illa.Mi&l aid. 
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CHAPTER IV 

Scheme for financing cottage industries and marketing 
products 

THE UNITED PROVINCES PRODUCTS FINANCING AND 
MARKETING CO., LIMITED 

Introductory 

78. The evidence we received has made it clear 
that certain industries in the United Provinces, 
especially cottage and minor industries, have been suffer­
ing to a great extent owing to the lack of any proper 
marketing organization. We are aware that no scheme 
meant to provide cheap credit to industries can achieve 
the desired result unless such credit facilities are properly 
backed up by adequate marketing facilities. . 

79. For this purpose, it is important that a more 
direct link be established between producers and con­
sumers to enable the former to study the requirements 
of the latter. Manufacturers must know what pur­
chasers need, how new tastes can be formed and 
fresh demand created. They must not only know how 
to preserve and develop existing markets but how 
to get into touch with new markets. New sale methods, 
new ideas of publicity, new methods of canvassing and 
propaganda are some of the means essential for the suc­
cessful organization and creation of fresh markets. 

80. All this requires a net-work calling for the stand­
ardization of production, arrangements for speedy 
supply and sale of finished articles, and capacity for 
adaptation and assimilation. Major established indus­
tries can, to some extent, afford to provide for them­
selves some such organization, but it is obvious that 
cottage industries and many minor industries cannot. 
The resources of cottage industrialists are very limited; 
most of them are illiterate and poor and are averse to 
leaving the traditional and conventional ways of busi­
ness of their forefathers. They are capable of changing 
the old stereotyped designs to suit modern tastes only 
if they are properly directed and are encouraged in the 
disposal of such products. The greater majority of 
them do not know where to sell their goods and how 
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to get the best terms. They are, as a rule, in the hands 
of local dealers, often as ignorant of market conditions 
as themselves, who have the capital to finance them 
and. who professedly act as their sale agents. 

81. The local dealer usually manages to get all the 
products of the artisan hypothecated to him in consi­
deration of a small advance of capital. He knows very 

. little about marketing methods, demand or advertising. 
He is incapable of improving the quality of the work of 
the artisan. He does not know what quantity should 
be produced to ensure a steady sale. His sole object 
is 'to obtain the cheapest possible article and this has 
resulted in a. progressive deterioration in quality. 

82. We consider that, especially in the case of 
minor industries and many cottage industries, the 
problem of sales at a reasonabl.v remunerative price is 
of as much importance, as, if not of greater importance 
than, the problem of providing credit and improvement 

, in the technique of manufacture. 

83. The only agency so far at work under Govern­
ment supervision and control for promoting, develop­
ing and marketing of artistic and other products is the 
United Provinces Government Arts and Crafts Em­
porium. It will be useful to set out here a brief history 
of its inception and progress. 

The United Provinces Government Art8 and Craft8 
Emporium 
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84. In 1915, a depot was started at Cawnpore. Depot at 
The object was to concentrate there the products of Oaumpore, 
QOttage industries and to effect sales to foreign and 1915. 
other buyers so that purchasers might obtain genuine 
articles to the benefit of the producers. 

,85. In 1919, this depot was transferred to Lucknow 
, under the name of the Arts and Crafts Emporium and 

placed under the charge of the Principal of the School 
of Arts and Crafts. Thenceforward its activities were 
limited only to artistic wares and its main object was 
to develop the overseas trade in these wares. It enjoyed 
a virtual export monopoly of artistic goods from these 
provinces. The results were promising in the begin-
ning, as t~ere ~as a steady demand for selected designs 
to the satIsfaction of both buyers and suppliers: 
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. 86. Shortly after, the Emporium had to face a 
disaSter owing to certain irregularities and em bezzle­
ment of its funds. There was an inquiry and some 
members of the staff had to be removed in 1923. 

87. This led to the adoption of a new policy. It 
was decided that the Emporium should be reorganized 
purely on business lines, the aim being that it should 
be a self-sufficing concern which must pay its own way. 
It was removed from the Arts and Crafts School and 
lodged in the business centre of Lucknow with a busi­
ness manager in place of the Principal of the Arts and 
Crafts School at its head. 

88. The Burn Committee of 1925 suggested the 
splitting up of the business of the Emporium under 
three he~ds : 

(i) agency work for manufacturers who would 
deposit samples at the Emporium at rates for 
wholesale consignments; . 

(ii) sale on commission basis of articles on 
behalf of manufacturers; and 

(iii) purchase of specially selected products and 
their retail sale. 

89. In practice, however, manufacturers did not 
utilize the services of the Emporium e~ther for agency 
or sale work. The Emporium, therefore, degenerated 
into a small shop full of artistic goods to be looked upon 
merely as curios. There were heavy overhead charges 
without expansion of business, and it soon became 
apparent that it must fail as a. paying concern. It 
no doubt did propaganda work, out that was scarcely 
one of its functions. 

90. At this period (1929) Government's point of 
view also changed, and the policy of " State aid to cot­
tage industries" was given official recognition. The 
idea was that Government should not enter business 
merely to make profit but should also stimulate the 
general trade of these provinces by means of publicity 
and by giving aid to organized traders to enable them 
to stand on their own legs. The Emporium thus under­
went another transformation. Government decided to 
subsidize the Emporium to the extent of Rs.20,OOO a 
year to help it in its pUblicity and propaganda. 
programme. 
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·91: Appendix VII gives details of the turnover AnalllN 
made by and the amount expended on the ~mporium 01 the. 
from 192~25 to 1933-34. The total business done lnuineu 
during the last 10 years can hardly be considered satis~ done by the 
factory when we take into consideration the hundreds Emporium 
,of artisans employed in the cottage industries of the 
United Provinces and the capital invested in the 
manufacture of indigenous products. The average annual 
sale in the last 5 years of Rs.21,OOO locally, of Rs.20,OOO 
through branches in India and of under Rs.3,000 
in· foreign countries is certainly not encouraging when 
·we take into account the importance of such an insti-
tution working under Government supervision and 
subsidized to the extent of Rs.20,OOO a year. The 
subsidy, we note, comes to over 40 per cent. of the 
average turnover. 

Scheme proposed 

92. In the light of the above facts and the views 
expressed by several witnesses, the Committee feel that 
the minor industries and many of the cottage industries 
in the United Provinces require some better form of 
organir.ation than that provided by the Arts and Crafts 
Emporium to link the producer with the manufacturer, 
to improve the quality of work produced by the artisans, 
to help them financially and to obtain for them more 
remunerative prices. To fulfil these objects, we consider 
that an institution working on joint stock lines is re­
qu.ired which might bear the title of "The United 
PrOvinces Products Financing and Marketing Co., Ltd." 

93. In view of the important and useful f~ctions 
which, we sincerely hope, the proposed· company will 

. discharge in the production and marketing of local 
products, we feel that it must not be handicapped at 
the very start for want of sufficient capital. This is 
essential if it is to inspire confidence among manufac­
t~rs, dealers and consumers; and for these reasons 
in a later paragraph we have put the initial capital at 
Rs.5Iakhs. 

94. Present conditions in these provinces do not 
encourage us to indulge in the hope that the investing 
public will of themselves undertake the task of starting 
such an organization. Nor is it possible for Government 
to subscribe the capital. At the same time, without 
some support by Government and financial backing by. 
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the proposed bank, we recognize that the new ma.rketing 
company J'annot como into existence and continue to 
function satisfactorily. We have reviewed the matter 
in all its bearings, and accordingly recommend that, 
subject to the promise of an annual subsidy by Govern­
ment, the Directors of the Bank after a full study of 
the prospects of the Marketing Company should consider 
the advisability of themselves promoting its establish. 
ment as early as possible. 

95. In promoting the Marketing Company we feel 
that the Bank should derive certain advantages, some of 
which we mention below : 

(i) The marketing organization (subsidized by 
Government even if only for a few years) should be 
able to show good results and earn a fair dividend 
on the capital employed within two or three years 
of its working. This would directly benefit the 
Bank. 

(ii) The Marketing Company should offer a good 
field for the investment of the Bank's funds. 

(iii) The Marketing Company should be able to 
give the Bank a fair amount of local bill, and bill 
discounting business. . 

(iv) The Marketing Company will assist .the 
Bank in lending small sums to producers, co­
operative societies and dealers all over th'e prov­
inces, especially in those parts where it would be 
difficult for the Bank to get in touch with such 
business. 

(v) With Government and Bank representatives 
on the directorate, the business of the company. 
will command greater public confidence. 

(vi) With an increase in the sale of United Prov­
inces products, the activities of the company will 
necessarily increase in the interest of and for the 
benefit of the Bank and industry in general. 

(vii) The Bank will be able to utilize the services 
of the Marketing Company for the valuation of 
goods against which money is advanced by it and 
in the sale of hypothecated goods. 

We now proceed to give details of our scheme for 
the organization of the United Provinces Products 
Financin~ and Marketing Company, Limited, 
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96. At present, Government gives a subsidy of 
Rs.20,000 a year to the Art~ and Crafts ~porium. 
We reco~~nd that this subsidy, raised sfightly to 
Rs.25;000,should be continued and paid to the new 
company, at least for five years, with an option to 

· Government to continue it for a further five years if 
Government is satisfied that useful work has been done 

· by the company. in promoting cottage and minor indus­
tries and marketing their products. This help should 
enoourage the new company to undertake propaganda. 
and publicity work and to increaSe the demand for and 
sa.le of United Provinces products, as the success of their 
business will entirely depend on these factorS. 

97. The capital of the United Provinces Products 
Financing and Marketing Company, Limited, should be 
fixed at Rs.5 lakhs divided into shares of Rs.50 each. The 
total capital should be underwritten by the proposed 
Industrial Credit Bank and offered to the public. No 
dividend will be guaranteed by the Bank or by Govern­
ment. It will probably not be necessary to call up the 
full amount of the capital at once. For the first few 
years possibly less than 50 per cent. will suffice. 

98. The MarketiJ).g Company, when convenient to its 
Directors and Government, should take over the stocks, 
liabilities and assets of the Arts and Crafts Emporium 
after satisfying itself about their correctness and value 
and after allowing for depreciation, etc. It should pay 
the proceeds to Government in fully paid up shares of 
the Company. 

99. The Board of Directors of the Company should 
consist of two representatives of the United Provinces 
Industrial Credit Bank, Limited, two representatives of 
Government (preferably' retired businessmen or retired 
officials with knowledge of trade and industries), and three 
representatives of shareholders-one retiring every year 

· but being eligible for re-election. 
100. The Company may be empowered to engage in 

the following business : 
(1) to buy United Provinces products from 

manufacturers for sale ; 
(2) to get consignments of products for sale on 

account of manufacturers; . 
(3) to open shops at different centres within and 

outside the provinces for the sale of products; 
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(4) to appoint sale agents in and outside the 
United Provinces; 

(5) to supply raw material to manufacturers; 
(6) to make advances against raw material, as 

well as manufactured articles; 

(7) to make clean or secured advances to cottage 
industries, directly or through co~operative socie-
ties; . 

(8) to borrow from Banks on clean credits or 
against stocks; 

(9)· to open advisory bureaux, to instruct, de­
monstrate and suggest improvements in shape, 
design and quality of manufactured articles; 

(10) to carryon propaganda by advertising 
widely, publishing catalogues, bulletins, exhibiting 
samples in show cases at railway stations, in 
passenger ships, tourist offices, hotels, museui'ns, 
exhibitions and other places; . , 

(11) to encourage the sale of products . within 
and outside the United Provinces by employing 
commercial travellers and arranging a net-work 
of agencies and branches ; . 

(12) to take over the products of co-operative 
societies, cottage weavers and other cottage work­
ers made according to accepted standard samples; 
and 

(13) to draw, accept, and endorse bills, hundies, 
etc. 

101. In view of the large area of the provinces and 
the fact that manufacturers and those engaged in cottage 
industries are spread over different parts, it will be neces­
sary to open offices of the Company at several convenient 
centres or appoint co-operative artisan societies as 
agents to-

(1) give instruction and advice in the manufac· 
ture of articles ; 

(2) acquaint artisans from time to time with the 
standard or quality required by the market; 

(3) lend them money or supply them on credit 
with raw material required for manufacture; 
and 
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(4) enable artisans and ma.nufacturers to sell 
their products to the Company. 

By employing travelling agents with business experience 
and a successful training in this line, the Company should 
have a reasonable chance of achieving the above objects. 

102. The marketing of provincial products through StorM. 
the United Provinces Products Financing and Marketing 
Company, Limited, should, we suggest, be done through 
two channels :-

(i) by opening its own stores ; and 
(ii) by arranging with existing stores which sell 

India.n goods. 
We recommend the first source only for places where no 
satisfactory arrangement is possible through existing 
stores including co-operative stores. Our second pro­
posal could be developed in various ways. Much of the 
success of the Marketing Company will depend on the 
business -Capacity and experience of the persons 
employed by it. 

103. There are may stores of good reputation exist- St0re8jor 
ing in various parts of the United Provinces as well as Indian. 
outside which deal only in Indian manufactured goods. mtl7llUjac­

Arrangements could be made with them to allot a lured 
specifi~ space for exhibiting and selling United Provinces gOOtl8. 
products only, so that customers and the public may 
have a fair idea of the goods manufactured in the prov-
inces. Stores prepared to give this kind of facility may 
be allowed by the Marketing Company certain conces-
sions in the shape of rent, c:tedit or special commission. 
Publicity work should be left in the ha.nds of the Com-
pany itself, and as often as possible, preferably once a 
month, the public of every principal city where United 
Provinces manufactured articles are sold should be 
informed regarding the place where they can be obtained. 
Instead of opening its own stores, we think the above 
recommendations, if adopted will greatly help the Com-
pany at least during the early period of its existence. 

104. It ~ould, in our opinion, be necessary for the S1ww 
Marketing Company to run a show-room on a big scq,}e rOOf1t.l1 and 
for exhibiting articles manufactured in the United Prov- exAibitioM. 
incas, and every facility should be offered to manufac-
turers to exhibit their goods subject to all inquiries being 
made through the Company, and all orders received 
through them being executed at the maximum 
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commISSIon allowed by manufacturers. The Company 
should also arrange to hold periodical exhibitions in the 
United Provinces as well as in other parts of India for the 
display of goods manufactured in the provinces. Ca~e 
should be taken to group them separately as far as 
possible in exhibitions. The cost of running such 
exhibitions should be recovered from the exhibitors and 
must not be borne by the Company, which should merely 
take the lead. Government should also help and 
encourage such exhjbitions by offering relief in cost and 
saving exhibitors and stall-keepers thereby from heavy 
expenses. 

105. Co-operative artisans' societies can do a great 
deal of useful work in helping the cottage industries if 
the societies function on right lines. Under the scheme 
of the Marketmg Company such societies will be able to 
playa very prominent and useful part in the develop­
ment of cottage industries in the United Provinces. 
The Company will ,appoint them as their agents at small 
industrial centres and lend them, or through them, 
money to artisans. The societies will receive from their 
clients manufactured goods, which could be handed over 
to the Marketing Company, for sale at the best prices 
available, or the Marketing Company could buy 'these 
goods on its own account at mutually accepted prices. 
The artisans can be supplied with implements, raw 
materials, designs and instruction by the Company, 
directly or through co-operative societies, and thus a 
link will be formed between the manufacturers of 
industrial products and 'their purchasers through the 
Company. 

106. We have fixed the capital of the United Prov­
inces Industrial Credit Bank, Limited, at a low figure to 
start with, / bearing in mind the facilities that will be 
available to the Credit Bank from the Reserve Bank of 
India in the rediscounting of their bills. This, should 
lead gradually to the expansion of bill business in the 
United Provinces. The Marketing Company could give 
short-term and long-term credit to the ,purchasers of 
United Provinces products and they, in turn, could re­
ceive credit facilities from the Credit Bank by discounting 
their bills and the bank could place itself in funds by re­
discounting the same bills with the Reserve Bank. 'rhus 
a. link between the Reserve Bank and the purchasers of 
products will be formed in the following manner: 



( 37 ) 

The Reserve Bank 

The United Provinces IndJtrial Credit Bank. Ltd. 

The United Provincee Products FinaJCing and Marketing Company. Ltd. 

Purohaser8 of UniteJ Provinces Products 

107. In our opinion the following will be the advant­
'\ ages of establishing a joint stock company on the above 

lines :-
(1) By giving the Company a subsidy of Rs.25,OOO 

every year Government will greatly help in pro­
moting, improving and developing cottage indus­
tries and through the proposed Marketing Company 
better results should be achieved than those achiev­
ed at present with the subsidy to the Arts and 
Crafts Emporium. 

(2) Credit facilities will be- given to artisans 
engaged in cottage industries as well as to pur­
chasers of United Provinces manufactured articles 
by the Marketing Company, increasing thereby the 
production as well as the sale of articles. 

(3) In spite of its small capital, the Marketing 
Company should be in a position to do a substan­
tial business turnover through the help of the 
United Provinces Industrial Credit Bank, Limited, 
and credit facilities, if prpperly administered, 
could be augmented when required, as already 
explained, through the Reserve Bank without 
expansion of capital and without having to fall 
back on Government resources. 

(4) It will be in the interests of the Marketing 
Company to give wide publicity to United Prov­
inces products and to introduce these goods in 
local as well as other Indian and foreign markets. 

(5) With good financial credit at its command, 
to be supplemented when required by the United 
Provinces Industrial Credit Bank, Limited, the· 
Marketing Company will be able to offer better 
facilities than hitherto obtainable to producers 
as well as to consumers of United Provinces goods. 

(6) It will encourage artisans to produce a better 
class of work, as the Company will be in a better 
position than ordinary middlemen to appreciate 
their work and they should be able to get a better 
price through its well-equipped organization. 

(7) Co-operative artisans' societies will find in 
the Marketing Company an organization ready to 
help them with cash and credit at a rate of intere~ 
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lower than that at present paid by them to Govern­
ment. The Company will also be helpful to the­
societies in the disposal of their manufactured 
goods. 

(8) The Marketing Company will be able to 
enlist the aid of the Industries Department and 
other departments under its control without much 
cost. 

(9) The Marketing Company should also be able 
to provide work for intelligent students educated 
in industrial classes and supply them with tools 
and materials to start work. 

(10) A company of the standing of the· Marketing 
Com pany will be regarded by local and foreign 
merchants a~ reliable as far as the quality and 
standard of its wares are concerned. 

(11) The Company with its expected efficiency 
and the resources at its disposal will be able to 
increase the trade demand for United Provinces 
goods by studying the requirements of the public 
and by determining ways and means to supply 
the requirements of the market. 

(12) The Marketing Company will come into 
close touch with the United Provinces Government 
Stores Purchase Department, and, studying their 
requirements, will be able to guide manufacturers. 

# 



CHAPTER V 

GENERAL MATTERS 

108. Before we conclude our report we deem it Effects oj 
expedient to bring to the attention of Government the debt legi8-
evidence of some witnesses on the probable effects, on lation. 
the future financing of trade and industry in these prov-
inces, of the several legal enactments passed by the 
legislature in 1934 in connexion with agricultural 
indebtedness. In their opinion, as a result of the 
passing of. these Acts, banks and other credit agencies 
in the United Provinces have withheld or considerably 
reduced credit facilities to trade and industry. They 
think that banks and other credit agencies (unless some 
kind of protection is given to them) will have to restrict 
money-lending and only operate where their money will 
he safe and adequately protected under the law. It is 
not within our province to discuss the merits of the 
debt legislation, but we are of opinion that steps should 
he taken to restore confidence among banks and other 
credit agencies. 

109. After careful consideration we suggest that Joint stock 
industrial development in the United Provinces should companie8 
be encouraged mainly on the lines of public joint stock in place oj 
companies as against individual trading and ordinary private 
partnership. This would avoid any complications likely partner­
to arise from the new enactments and will create a feel- skip8. 
ing of confidence and trust between the debtor if a. 
joint stock company and the creditor. Business on joint 
stock lines has many advantages, and once the public 
begin to appreciate them, they will, it is hoped, come 
forward to contribute their share in the economic develop-
ment of the provinces. Companies registered under the 
Indian Companies Act can be worked and administered 
better than ordinary partnership concerns, and money-
lenders and other credit agencies will be in a better 
position to estimate the credit that could be safely 
made available to such companies. The. audited balance 
sheets of joint stock companies give a good general idea 
of their business position, and credit facilities would be 
Jnore easily available to them if their position as 
revealed in their balance sheet.s is found satisfactory. 

39 
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110. From the figures supplied to us we find that 
there are 368 companies registered in the United Prov­
inces within the last ten years. According to the state­
ment issued by the Registrar of Joint Stock Companies 
there are 380 companies on the list with subscribed and 
paid up capital of Rs.I0,80,59,406 and Rs.8,69,80,351 
respect.ively. With the number of companies regis­
tered in the United Provinces in which over 8 crores 
of rupees have been invested, it is somewhat surprising 
to find no stock exchange in any part of the provirices. 
Although the shares of some of these companies are 
quoted on the Calcutta Stock Exchange, there are no 
facilities in the provinces for dealing in. the shares of 
companies registered in them. We consider that the 
establishment of a Stock Exchange would be useful in 
fostering the habit of investment in joint stock com­
panies; and we recommend accordingly the opening 
of such an exchange at Cawnpore. It is not necessary 
to restrict the business of the Stock Exchange to shares 
of companies registered in the United Provinces only; 
all classes of business normally dealt with by a stock 
exchange should be permitted. 

111. It is not within the scope of our inquiry to 
offer any remarks on the working of the Industries 
Department except to consider the question of its 
financial requirements for introducing and improving 
major, minor and cottage industries. Under our two 
schemes the co-operation and guidance of the Depart­
ment will be essential and the success of our schemes 
will largely depend on the support they receive from 
this department. 

112. ,Cases of industries requiring the backing of 
Government in obtaining financial assistance in one form 
or another will ·be brought before the Directors under 
the two schemes recommended by us; and it will be 
competent for them to recommend to Government for 
further investigation proposals· requiring special con­
sideration and assistance at the hands of the Director of 
Industries, especially with reference to subsidies, bounties,. 
expert advice, transport facilities, facilities for pre­
liminary experiments, etc. Similarly the Director of 
Industries will be able to recommend to the Bank and 
the Marketing Company cases which, in his opinion, 
deserve financial and marketing assistance, with or with­
out Government guarantee. There will thus be co­
ordination between the Industries Department and the 
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proposed organizations to the general benefit of those 
desiring financial assistance from the Bank or Govern­
ment. 

U3. For obvious reasons we do not mention here 
the terms and conditions on which such advances to 
industries should be made by the Industries Depart­
ment or the proposed institutions. Each case will 
depend on its own merits and the Boards of Directors 
of the two companies must be competent to determine 
the security in each individual case as well as to fix the 
terms regarding repayment, etc. 

114. Several witnesses complained of the handi­
cap to industry due to octroi and terminal duties levied 
by local bodies. We hold that no hard and fast rule 
can be laid down in this matter; but we agree with the 
Industries Reorganization Committee that the advis­
ability of giving relief by remitting octroi ar other taxes 
in special cases should be considered and decided by 
Government in each individual case. 

115. We commend our two schemes to the atten­
tion of the United Provinces Government, as, in our 
opinion, they will be instrumental in providing financial 
facilities to several existing industries of the provinces 
and also to industries about to be introduced. We do 
not, of course, claim that they will provide an immediate 
or complete solution of the difficulties of industrial 
finance, but we believe that they will, if properly 
administered, improve appreciably the credit facilities 
now obtainable in the provinces. 
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CHAPTER VI 

SUMMARY AND ACKNOWLEDGMENTS 

A-Summary 

116. We now proceed to summarize our report. 
The main report consists of five chapters. Chapter I 
contains a brief history of events leading to the appoint­
ment of our Committee of inquiry; Chapter II deals 
with the existing credit facilities to industries in the 
United Provinces; Chapters III and IV contain our 
main recommendations; and in Chapter V we have 
dealt with certain matters of general industrial interest 
connected with our inquiry. 

117. Our report opens with a reference to the 
importance of credit in the development of industries. 
'Ve then briefly mention the suggestions and recom­
mendations of the various committees appointed from 
time to time to investigate this matter, beginning with 
the Naini Tal Conference of 1907 and ending with the 
Industries Reorganization Committee of 1932. 

US. We have classified industries into major, 
minor and cottage; and have described existing 
financing agencies. 

119. Hitherto Government has endeavoured to 
give financ.ial help to indigenous industries by means 
of loans and grants to various industries, by assisting 
in the marketing of artware and by periodical purchases 
of textile and leather products through the Stores 
Purchase Department. We find that experience with 
loans has been unhappy. Not only have loans proved 

(

a source of loss to Government but in most cases the 
industry concerned has not been assisted to any satis­
factory extent. Grants have served some useful pur­
pose, but they have a somewhat demoralizing effect on 
business enterprise. The Arts and Crafts Emporium 
established for the marketing of artistic wares has not 
shown any outstanding progress and at best has touched 
only the fringe of remunerative marketing. 

42 
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120. In spite of some change in policy in recent 
years, banks cannot_ be _ said ~ __ have _g~v~adequate 
finaD()jal ~tMlce ..1isL industries. The mam diMCURy 
iStheir aversion to the --gia.ri'iing of long-term credit. 

121. Indigenous credit agencies finance many minor 
industries and most of the cottage industries. In spite 
of several drawbacks they are accepted ~ an indispensa­
ble part of Indian society· because their methods and 
technique have become familiar from time immemorial. 
The financing of cottage industries through the middle­
man financier is attended by many abuses .. 

122. During the past 30 years some spasmodic 
efforts have been made to organize cottage industries 
on co-operative lines but there has been a lack of con­
tinuity and planning. Loans given by Government to 
Central Banks have not been of much value because 
of the high rate of interest charged. Cottage industries 
being so numerous, only a few must be selected, pre­
ferably those which have some form of co-operative 
organization, and strengthened by constant technical 
help, guidance and supervision. Their interests should 
be looked after from the raw mate:r:ial stage to the sale 
stage. 

123. A new organization is necessary to help new 
and deserving enterprises and to rescue the established 
ones at present in difficulties. Government's efforts 
have so far proved unsuccessful. The new agency 
should not be handicapped by the difficulties hampering 
Government. Its methods should be more elastic than 
those of the existing banks and it should be less exacting 
than the indigenous credit agencies. 

124. We have recommended that in order to pro­
vide long and short-term credit to major and minor 
industries a joint· stock bank called "The United 
Provinces Industrial Credit Bank, Limited" should be 
established with a capital of Rs.25 lakhs and with a 
Government guarantee, for a maximum period of'20 
years, of 4 per cent. dividend on the shares free of tax. 
We have described in detail the objects and functions 
of this bank. We have also mentioned the conditions 
on which Government should give this guarantee. 

125. We have discussed the liability of Govern­
ment under our scheme and have shown that it will 
not be burdensome. Indeed, we harbour the hope 
that after the preliminary period Government's 
~bility will cease; but if there is a danger at any time 
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of this liability being perpetuated we have recommended 
that Government should have the option of winding up 
the Bank. We have recommended that Government 
should set aside a sum of Rs.50,OOO a year to meet any 
deficit in the earnings of the Bank and to provide against 
those loans which are given by the Bank at Govern­
ment's request and on their guarantee. This sum 
should be deposited with the proposed Bank and should 
be credited to a special account called" The Industrial 
Banking Account" and should be carried forward 
from year to year. By setting aside this small sum 
Government will be able to provide financial assistance 
to the extent of Rs.25 lakhs at least. 

126. We have also made definite suggestions about 
the business of the Bank, q1,lalifications of the Directors, 
voting power, audit, staff and other relevant matters. 
We have pointed out that the running expenditure of the 
Bank in the first few years should not exceed Rs.24,OOO 
a year. In order to guard against bad debts we have 
recommended the creation of an Intelligence Depart­
ment to be attached to the Bank. This Department 
will be assisted by the Industries Department and will 
be in charge of all inquiries connected with proposed 
loans. . 

127. In the introductory part of Chapter IV we have 
shown how industries, specially cottage and minor, 
stand in need of a marketing organization. We have 
pointed out the evil results of cottage industries having 
to depend on the middleman financier. 

128. Before giving our proposals we have given 
a brief history of the United Provinces Arts and Crafts 
Emporium, the only agency so far at work under Gov­
ernment control and supervision for :rp.arketing purposes. 
We have shown how from its origin in 1915 it has 
reached its present position. We have drawn atten­
tion to the fact that the work done by . it, though 
useful, cannot be regarded as satisfactory. 

129. We have stressed the need for starting a new 
marketing organization, to be called "The United 
Provinces Financing and Marketing Company, Limited." 
It should be on joint stock lines with a capital of Rs.5 
lakhs to be underwritten by the proposed United Prov­
inces Industrial Credit Bank, Limited, without any 
Government guarantee of dividend. The new institution 
should take over the present Arts and Crafts Emporium. 
Government should accept shares in the marketing 
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: .. ~ against the ~ value of the: aeMJts handed 
QII8r and, should con.emue tAle subsid~ aiL pftl!8lJb paMl 
iiQ, the: Emporium (tmghtl¥ enhanced)~ fur five: y.eam in 
tAe ~ inaJtaDce.. 

130. We, have d6llC1'ibed in detail: the busimal; &Dd 
management of the Marketing Company.. W C:I- hB1I8 
shown the- neoesait.y oii opening. offi068 at vaDOUS 
O8Jltl:e&; aDd of doaling: through eEsting stores whemtUDJ 
pBII8ib18:andiofopaning:uaw-~ni o1iher.p18Ot1k. 

131~ - ~tiV&, seoie1ieB": of" artisans- can- heft, 
the proposed~ marketfug: organimtion- to· their mutual 
advantage. The new:- oqpnizatzion. could supply imple­
m.ents and raw m.at.eIial, tQ artisans through, their 
saoietieB or dire.et. 

132. The capital of this company has been fiXed at 
a lbw figure on account of the facilities· which will be 
available for discounting and rediscounting of bills. 
We have shown how purchasers of United Provinces 
prOducts will be linked directly with the Reserve Bank 
through the United Provinces Products Financing and 
Marketing Company, Limited, and the United PlOV­

inces Industrial Credit Bank, Limited. 
133~ In the end we have given in detail the various 

advantages likely to accrue from the establishment of a 
marketing organization on the lines given in the body 
of the report. 

134. We have drawn attention of Government to 
the evidence of some witnesses on the probable effects 
of the recent debt legislation on industrial credit in 
the provinces. They feel that some kind of protection 
is necessary for banks and other bona fide oreditagencies. 
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135. In order to avoid complications under the new Joint ·8toei 
~t enactments we have recommended the encourage- b'U8int88 
plent of joint stock companies in place of private partner-- preference 
ijri~: We have also ~hown other incidental advantages (para. 

·of]omt stock enterpnse. 109). 

136. Considering the number of joint stock companies Btoclc 
in the United Provinces and their subscribed and paid- exclwlnge 
up capital, we have suggested the advisability of estab. (para. 
lishing a stock exchange at Cawnpore; and have men- 110) • 

. tioned the advantages which should accrue to the indu8- _ 
tries of the provinces from such an institution. .. 
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137. We have also referred to the several dis­
advantages under which the present Industries Depart­
ment works. We feel that the utility and importance 
of this department can be consideraby increased by co­
operation between the department and the two insti­
tutions proposed by us. 

138. We have drawn attention of Government to the 
difficulties which certain indigenous industries experience 
on account of octroi and similar taxes levied by local 
bodies. We have recommended that such cases may 
be considered individually on their merits by Gov­
ernment and relief given if :found necessary. 
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APPENDIX I 

QUESTIONNA.mE BY THE UNITED PROVINCES INDUSTRIAL 
FINA.NCE CoMMITTEE 

This questionnaire is issued by the Committee for the 'purpose 
<of obtaining information, views, and suggestions from the 
, pUblic. It is not to be regarded as exhaustive. The Committee 
. will welcome information, and suggestions on other matters 
relevant to the enquiry Which are not covered by the present 
questionnaire. It. is not necessa.ry that all the questions Pc 
auswered. 

Persons or associations willing and in a position to help the 
Committee with separate statements or memoranda' on tony 
particular subject 4'contained in the questionnaire and. with 
. which they are personally oonneoted and have first-hand know­
ledge, are invited to do so. 

. All papers should reach the Secretary of the Umted Pro~ces 
~dustrial FInance Oommittee, Council Cha.mber, Lucknow, 
before 31st Janua.ry, 1935. 

Oral evidence will he called for on the ba.sis of and as 1"0-

quired by the replies and statements received.. Persons willmg 
to appear &8 witnesses are requested to inform. the Secreta.ry belore 
20th iJanuary, 1935. . 

The Committee desire to collect information from all parts 
of the United Provinces. Persons not already 'supplied can ob­
tain copies of this questionnaire on applica.tion to the Secretary 
of the tJom,mittee. 

SORABJl N. POCHKHANAWALA, 

Oftait'jn.an~ 

United Prom1tCe8 Industrial 1!i1wttce G~. 

1 .. 
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QUESTIONNAIRE 

I.-MAJOR AND MINOR INDUSTRIES 

1. What are the principaJ industries in the United Provinces 
which, in your opinion, sufier at present for want of credit faci­
lities with special reference to-

(a) fixed capItal expenditure-(purchase of land. 
"block," etc.), and 

(b) current requirements of working capit~l (raw 
material, working expenditure, etc.) ~ 

What would be the best method of securing fixed and 
working capital for them 1 

I 

2. State how and in what form the industrial concerns in 
the United Provinces receive financial assistance from Govern­
ment, the Imperial Bank, E:x;change Banks, Indian Banks. 
indlgenous bankers and Co-operative Banks ~ 

3. Do you know of instances where industrial corcerns have­
been handicapped for want of credIt facilit1es 1 

4. What is the average rate of intere~t charged to indus­
tries where finance is made available or credjt facilities 
ptovided by Government, banks or money-lenders 1 

5. What kind of securities are generally ofiered to Govern­
ment, banks and money-lenders when money is borrowed for 
industries 1 Are such securities, m your opinion, considerd 
safe and adequate 1 ' 

6~ State what difficulties are experienced by persons engaged 
in industries to procure adequate banking and credit facilitieg 
and what principal objections ar£> raised by banks while con­
sidering applic9.tions for such advances 1 Give instances within 
your knowledge. 

7. To what extent, withm your knowledge, have Govern­
ment, banks and money-lenders sufiered losses by extending 
credit facilities to industries in the United Provinces owing 1;() 

trade depression, low prices of commodities and other c~uses 1 
8. If banks in the United Provinces have not financed in­

dustries quite freely, to what causes do you attribute t,heir re­
luctance 1 Is it due to fraud or mal-practices committed by 
borrowers or to heavy losses incurred as a result of severe fall 
in prices of industrial products or to other causes 1 

9. Do banks in the United Provinces give credit facilities 
on personal security to those engaged in industries· and lend 
freely on stocks of goods pledged or hypothecated with them 1 

10. Do you know of any instance where a loan required 
for extension purposes was refused to an established industry 
in the United Provinces 1 
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II. Is short-term credit or long-term credit more e!W!iJy 
available to industrJes from banks and money-lenders in _the 
Unit.oo Provinces t 

12. (a) Do any facilities exist in the United Provinces for 
the purchase of machinery on the "hire-purchase system t" 
n so, what are the terms usually demanded. from the purchasers ! 

(6) Are the existing facilities adequate and the terms reason­
able t 

(e) Have you any suggestion for improving the existing 
facilities t 

13. Have banks in the United Provinces encouraged a.ny 
big industrial or commercial project, private or public, with 
financial help 1 

14. Could you suggest som.e scheme by which credit faci­
. lities could be made more easily available through Government 

or banks to those engaged in industries in the United 
Provinces t 

15. How far and in what manner, in your opinion, should 
Government give financial assistance to encourage and develop 
industries in the United Provinces 1 

16. If you a.re interested in any of the following industries, 
_ give your opmion as to the credit facilities requixed by them 

and now available to them. : 
(a) Sugar. (k) Cigal and cigarettes. 
(6) Textile. (l) Canning and fruit preseIvatiOn. 
ee) Glass. (m) Oil. 
(d) Leather. (n) Flour mills. 
ee) Soap. (0) Hardware and Electroplat-
(f) Bricks. ing, 
(g) Tiles. (p) Gold and silver thread. 
(h) Paper. lq) Woodwork. 
<I) Matches. (r) Engineering. 
(j) Buiscuits. (8) Chemicals. 
What special financial assistance would you recommend for 

developing the above and such industries t 
1.,. Do you kn:ow of .indUJ3tries in the United Provinces 

which .have succeeded or failed. after receiving financial help 
from Government either in the form. of loans or free grants t 

... 18. What steps do you consider necessary to induce capItal­
istS and men of enterprise in the United Provinces to take to 
industries 1 

19. What help, if any, have local bodies (e.g. municipali­
ties and district- boards, etc.) rende~ed to. major, a.:r:ld _ minpr 
iiidustries t Have you any suggestions!- -
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20. 'Is it.advi88ble· 'thllt Government t!hotild ·guarantee 
dividends onca,pital invested by share-holders in joint stodk 
industrial enterprises to encourage the promotion and develop­
meqt of certain pioneer industries in the United 'Provinces 1 

21. Do you think some kInd of bounty or subsidy giv€ll 
by Government to select industries would help them to increa.se 
.sales and compete successfully wit,h articles ma.nufactured 
outside the United Provinces 1 

II-COTTAGE INDUSTRIES 

1. Are rice milling, dairy farming, jaggery ma.king, toy 
making, pottery, jewellery, brassware, silver and goldware, lace 
making, fruit growing, hand spinning, lock ..Inaking, carpet and 
durree making or other cottage and small industriesi in existence 
in your district 1 If so, how far are they financed by' co-opera.­
tive societies, banks and money lenders 1 

2. In what way have the Co-operatice SocietIes helped cot­
tage industries 1 Are they lending money only against promis­
sory notes of borrowers and securities or are they advancing 
money against industrial products 1 

3. Is there' any link betw'eenbanks and co-operative 
societies in the United Provinces 1 

4. Has any a.ttempt to start a Ilew industry in yoU! distrIct 
failed because of difficulties in obtaining capital 1 Please gIve 
instances 1 

o. What encouragement and help have the local bodies 
(municipalities a.nd district boards, etc.) given to cottage 
industries 1 Have you any ,suggestions l 

m.:.....cRE1>rr INsTITUTIONS 

1. What part shomd Government play in the promotIon and 
the future working a.nd management of a credit instit·ution fonned 
to give financial help to industrJes in the United Provinces l 

2. What privileges would you ask from Government for such 
an institution 1 r 

3. Wha.t part should the public take in the formation of 
the a.bove credit institution t Would you allow the puh'lic to 
subscribe to its capital and if so, to what extent i 

, 4. Should BUch a.n institutlon t~ke d.:posit.s a.nd do busmeS8 
on 'commerciallines' If 80, to what extent'WOwd it a1fect tb.& 
business· of existing credit institutions " . 

5. What form: of control would you "Suggest to 'Safeguard 
'Government's financial i'nterest m it t· 

, 6. Do you think that the public wQuld come fo~~a' to 
invllBt their J!Wney in such a cmIt lnet.itntioli if started on'sound 
lines and· under exwrienced managem.oot ~tnxt '8.Try -'OOV8l'Il~ 
mf'nt guaranf,ee ?, ' 
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"---c....-; 7. Should such an imtltution be empowered. to underWrIte 
tOr·~ubscribe shares or debentures in industrial enterpnses 
:promoted. as joint stock companies 'I 

8. Under what oircumstances and conditions should 'such 
, industrial concerns be h~lpedby such an institution 1 

9. Can you suggest any method by which the public in 
-the United ·Provinces may be induced to invest more of theIr 
Mvings in il'.dustrial concerns and thereby support the indus-
-trial development of the provinces 1 . 

10. Do you think the absence of a stock exchange in the 
United. Provinces may be handicap in the promotion of joint 
:stock companies in these provinces 1 . 

11. Are you in favour of or against the United. Provinces 
Government's participating directly in financing industrial 
business side by side with existing credit institutions 1 

12. Have you any other suggestions for exten~g and 
improving the banking and investing habit among the public 
in order to develop industries in the United Provinces ~ . 

IV-INDUSTRIAL BANKS 

1. In your opinion. W'ould an mdustlial bank in thE! pro­
vince remedy the present diffioulties of industries in the matter 
Qf financial aid 1 

2. Would such a bank get suff;icient ·business and succeed 
.on commetoi.al lines 1 

3. ts It advisable to start an industrial bank With a subs­
tantial capital at a suitable centre in the province with branches, 
if necessary, to finance industries of the whole province. or 
W&1lld you advise the opening of several institutions for l~ding 
money to industries at different pIsces t 

4. Should such an institution or institutions be started on 
joint stock lines 1 Would the pahlic come forward to subs-
cribe to the capital , . ... 
. . 5. What part should co-operative banks play in tinaacing 
sman industries 1 
. 6. Should such an institution or institutions or.co-operative 
ba.nks supply iixed ca..pital or only working capital 1 -

7. What part should Government take in the forma-tion and 
the working of such indust.rial banks 1 . 

V -MA.RKETING A.ND PUBLICITY 

1. What facilit'es ha.ve industria.l products manufactured. 
iP the United Provinces at present for local sales a.nd sales 
outside the provinces 1 

2. What industrial products in your opinion have a good 
market locally or outside the United Provinces and what should 
be done to increase their demand ~ 
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3. What part in your OpInIOn should- Government play 
to increase the sales and the demands for articles manufactured 
in these provinces and already on the market ~ 

4. What part does Government play in the marketmg of 
manufactured articles and giVIng them due publicity within and 
outside the provinces 1 . 

5. What financial help is given at present for malketing 
of manufacturoo articles by Government and other crbdit 
agencies ~ • 

6. What further help jn your opinion is needed from Gov­
ernment and credit agencies to improve the existing markets 
and to find new markets for articles manufactured in the Umted 
PI'ovinces 1 

7. What efforts has Government made so far to find new 
markets for United Provinces prodllcts1 

8. What part should the n)w credit institution, when started. 
play III the marketing of industrial products ~ 

9. Have you any suggestions to make for jmproving the 
marketing of industrial products in your district by co-operative 
or other methods 1 

10. Have periodical exhibitions and industrial fairs helped 
in the marketing of United Provinces products 1 

11. Would inter-provincial exhibitions be helpful 1. 
12. Has the United Provinces Government AI-ts and Crafts 

Emporium been useful ill the marketing of United Provinces 
products 1 

13. Would a commerCJal and indushial museum be useful ~ 
14. Do you think there IS a good field for encouraging inland 

trade bills in the United Provinces for the purchase and sale 
of industrial products 1 

VI-GENERAL 

1. Can you suggest any plan to encourage large and small 
industries now in existence in the provinces and suffering for 
""ant of finance ~ 

2. Have you any scheme for financing the introduction of 
new industries in the provinces or in your particular d.i.Btrict ~ 

3. What difficultIes in your opinion have industries been 
feeling in getting technical and financial aid from the present 
Indus~ries Depar~ment ~ 
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APPENDIX II 

STATEMENT I 

Major indU8trie8 in the United Provi1&U3 

NOTB-This list contains thoae industries which are carried on in O8I1tral 
factorieS using mechanical power on a large scale. 

1. Cotton spinning and weaving. 
2. Sugar manufacture-in vacuum pan factories. 
3. Wool spinning and W'OOving. 
4;. 0iJ. 
5. Generation of electricity_ 
6. Leather" inoluding tanning. 
7. Printing Press. 
B. Flour. 
9. Distilleries and Breweries. 

10. Paper. 
Il. Match. 
12. Cotton ginning a.nd pressing. 
13. Glass. 
14. Rosin a.nd Turpentine. 
15. Bobbin makmg. 
16. Jute. 
17. Tobacco-Cigarette 
lB. Iron rolling works. 
19. Hosiery. 
20. Manufaoture of aluminium ware. 
21. Iron foundrie.<l. 
22. Kutch making. 
23. Heavy ohemicals. 
24. Brush making. 
25. Tea. 
26. Saw mill. 
27. Silk. 
28. Rice. 
29. Soap. 
30. Opium. 
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STATEMENT II 

Minor irulU8trie8 in the U niteiJ, Provinces 

NOTE-This list contains those industries which are carried oil in small fac. 
tories in which mechanical power mayor may not be used but in which workers are 
employed on wa.ges to work on machines and appliances under the guidance and 
control ofanemployeror hisagent. This list thus includes all medium and email 
p:>wer driven factories as well as non-power factories for handloom weaving. carpet. 
glass. etc. Naturally. therefore names of industries mentioned in statements I 
and III are also included in this statement. 

1. Iron and Engineering Works including Electrioal Works 
(small). 

2. Tanning. 
3. Soap. 
4. Ink. 
5. Cigarettes and biris. 
6. Pencil. 
7. Ca.rdboard box making. 
8. Tobacco chewing and smoking. 
9. Woodworking and carving and ·saw mUle. 

10. Printing Press. 
11. Lock making. 
12. Iron foundry (small workshop). 
13. Glass bangle. 
14;. Brass casting. 
15. Shoe making. 
16. Perfumery (!tars). 
17. Biological specimens and slides. 
18. Sun hemp baling. 
19. Lace making. 
20. Electric fans. 
21. Fire works. 
22. Shellac making. 
23. Pharm.a.ceutical works. 
24. Lime. 
25. Kutch making. 
26. Tile and bricks. 
27. Disinfectants. 
28. Confectionery. 
29. EmbrOidery with gold wire. 
30. Cricket ba.lls. 
31. Open pan sugar. 
32. Handloom weaving factories. 
33. Carpet and durroo weaving. 
3~. Saltpetre. 
35. Chemicals including acids. 
36. Scientific Instruments. 
37. Fountain pens. 
38. Scents, hair oils and oosmetics. 
39. Electropla.ting. 
40. Wire drawing. 
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41. Enamelling . 
• 2. StaeJ trunk lUaldp.g~ 
.3. Hosiery. 
M.. Blltton making. 
45. Clltlery. 
46. Scissors making: 
47. Marble work. 
'S. Boot lace. 
49-. Lead leaf making. 
liO. Saddlerv. 
61. Pottery: 
52. Dyeing. 
53. M!l.thematical and geometrIcal inst~nu. 
5.. Tent making. 
55. Taxidermy. 
56. Jam making. 
57. Biscuit making. 
58. Rice hulJing. 
59. Vinegar making. 
60. Dal splitting. 
61. Metal pressing. 
62. Gold and silver ornament;;. 
63. Wool spmning. 
64. Gold thread making. 
65. Gota weaving. 
66. Tin can making. 
67. Metal utensil making. 
68. Art brassware. 
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STA.TEMENT III 

Oottage industries in the United Provinces 

:N"Ol'B-This list contains those industries in which work is done in tho homes 
of the artisans without the use of mechal1ical power. 

1. Weaving of cotton wool and silk; 
2. Sh.ellac making. 
3. Carpet weaving. 
4. Durrie weaving. 
5. Embroidery, silk cotton and gold wire. 
6. Gold thread making. 
7. Metal utensils. 
8. Oil pressing. 
9. Saltpetre refining. 

10. Art bra.ssware. 
II. Whip making. 
12. Cotton and silk printing. 
13. Glue making. 
H. Wood work and wood carving. 
15. Scissors making. 
16. Lea.ther working. 
17. Tatpatti weaving. 
18. Marble work and stone dressing. 
19. Silk rearing. 
20. Glass bangle. 
21. Cricket balls. 
22. Saddlery. 
23. Dyeing. 
24. Lock ma.king. . 
25. Steel trunks and iron safe making. 
26. Cutlery. 
27. Pottery. 
28. Hosiery. 
29. Tobacco-chewing and smoking. 
30. Wire drawing. 
31. Making of gold wire for embroidery. 
32. Wooden and horn comb making. 
33. Toy making. 
34. Bid making. 
35. Tent making. 
36. Brass inlay on wood work-tarkashi. 
37. Perfumery. . 
38. Namda or felt making. 
39. Ebony work. 
40. Gota weaving. 
41. Ghoo making. 
42. Jewellery. 
43 . Gold and silver ornaments. 
44. Lac bangles. 
45. Vinegar makmg. 
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46.' Kite flying yarD. 
47. Lead leaf making. ' 
48. Gold and silver leaf. 
49. Pickle and jams. 
~O. Surma or antimony. 

'51. Tabla and other Indian musical instruments. 
52. Brush m,aking. 
53. Ivory. 
54.. Basket m&king. 
55. Rope making. 
56. Clay figures. 
57. Papier maQhie. 
58. Glass bead curtains. 

- -59. R!lth a.nd bullock cart ma.king. 
60. Camootionerv. 
61. • Tin sm.ithy .• 
62. Ta.:ridermy. 
~3. Kutch m.a.king. 

'-64. 'Bida.r work. 
-65. Artificial flowers. 
~6. Fire work. 
67. Moss stone work (Banda) . 
.68. Munj m.at and twine. 
69. Gane and bamboo work. 
70. Cast brass fitting. 
'71. Book binding. 
72. Ca.rdboard box making. 
~3. Picture framing. 
"]4. Lampshade making. 



APPENDIX. III 

Budget provision for and the amounts actually advanced as industrial loans from 1921-22 to 193~-35 

General loans for industrial purposes 
Loans to Co·operative Loans to ex.students 

Total Banks for purchase of tools 
. 

Year Large loans Large loans Small loans Amount Amount Amount Budget to major to minor to minor Budget actually Budget actually Budget actually provision industries industries industries provision advanced provision advanced provision advanced 

Rs. Rs. Rs. Rs. Rs . Rs. Rs. Rs. Rs. Rs. . 
Up to 1920- Not 66,000 20,000 Nil. Nil. Nil. Nil. Nil. Nil. 86,000 

21. available. 
1921-21 •. . . · . . . Nil. Nil. Nil. Nil. 300 Nil. 300 
1922-23 .• 5,00,000 11,00,000 12,000 Nil. Nil. Nil. 5,000 Nil. 5,05,000 11,12,000 
1923-24 .. 2,00,000 " .. · . 1,000 Nil. 2,01,000 Nil. 
1924-25 .• 2,00,000 1,42,000 · . 2,000 20,000 14,000 1,000 Nil. 2,21,000 1,58,000 
1925-26 ., 1,00,000 80,000 · . 5,000 20,000 19,000 1,000 700 1,21,000 1,Q4,700 
1926-27 ., 1,00,000 .. 20,000 7,000 1,000 1,000 1,21,000 8,000 
1927-28 ., 45,000 40,000 · . 5,000 20,000 20,100 1,000 Nil. 66,000 65,000 
1928-29 ., 90,000 40,000 · . ., 10,000 Nil. 1,000 Nil. 1,01,000 40,00.0 
1929-30 •• 90,000 .. .. 10,000 Nil. 1,000 Nil. 1,01,000 Nil. 
1930-31 ., 00,000 · . 15,000 6,000 5,000 Nil. 1.000 600 5MOO 21.000 
1931-32 ., 30,000 .. · . 18,000 5,000 · 5,000 1,000 1l0O 36,000 23,QOO 
1932-33 ., 20,000 · . · . .. 5,000 Nil. 1,000 Nit 26,000 Nil. 
1933-34 .• 15,000 .. · . ., 5,000 5,000 1,000 Nil. 21,000 5,~ 
1934-35 ., 15,000 .. · . .. 5,000 · . 3,000 600 23,000 1)00 
Up to Feb-

ruary, 
1935. . 

.. " "" ..... - .. I 

Total ., 14,55,000 14,68,000 47,000 36,000 1,25,000 70,000 19,000 4,000 15,99,000 16,25,000 I 
. 

. tit . .. i . I j .• • . 4 t »;:aa • ., 
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