-

363. Then do you mean tq say that the members are®not loyal to ihe
co-operative societies I—1f they are freed from the hands of the money-
- lenderi®t theh they will be loyal to the society. ' i

364, About nop-sgrioultural credit and indebtedness, you say that very
heavy interest rates are charged, that suits are filed in which interest
was charged atb 160 per cent. and that they have been decreed by courts,
Have you got any particular instances in view. Can yon give us more
particulars including names, ete,, of such cases, if posaible 7—I have no
objection to do so provided the Committee will treat it as confidential.
365, Prof. Chaklani : We will treat it as confidential —If it will not go
to the press I can give you the names. Here is a promissory note in
which the creditor is a respectable and educated Bengelee gentleman
and which has been decreed by the court. (Hands promissory notes to
Chasrman), N i :
366. But was the decreed amount realised 3—I can’t say that but the
amount was decreed.

(The witness withdrew.)

"

Mr. Mukammad Aminuddin Malik.
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Replies to the questionnajre.

367. Urban communities that deserve particular aigtenﬁon may bhe dis-
cussed under two classes:—-(1) poor classes, (2) middle class,

Poor classes:—Khatihs, chamars, kumhars, kahars, wage earners,
sweepers, factory workers. One thing common to all is that they are
all heavily indebted. The economic corditions of the different classes
of people do not differ at all with the locality in which they live. I
have therefore selected Mohalle Imli, Bazar Siteram, which is neither
too big nhor too small, and which fairly represents the conditions of
some of the poorer communities of Delhi, The total population is
ahout 4,000 and consists of khaetiks, chamars, kahars and kumhars.

Khatiks.—There are about 200 families, and most of them sell
vegetables and dry fruits. Some of them own their own shops, but a
large majority consists of those -who are engaged by others or who zel
in the streets. The average income of those who own their own ghops
is generally Re. 1 (per day?) The kigger shop keepers earn.even Rs. 2
to Rs. 3 per day. The rest however get about as. 8 to as. 12 per day. This
amount is just sufficient to meet their daily expenses. Thus in times
of need they have to borrow. Generally they borrow from the
mahajon. The mahajen lends money, generally for short period at
half-anna per rupee per moenth, ¢.e., 374 per cent. per annum. In man
eases the rate of interest goes up to 3 pice or 4 pice per rupee, depend-
ing upon the nature of the requirements of the borrower and also upon
his personal standing. The average indebtedness iz Rs. 200; for an
ordinary family, about 95 per cent. of whom are in debt. Some of
them borrow to meet their temporary requirements of business and the
amount is generally repaid as soon as they are in a pogition to do so.
But ir many cases they borrow for other purposes algo, (e.g., marriage
celebrations, death ceremonies and other emergency requirements). -
Buch loans are seldom repaid. ‘ _
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to meet the_needs of industrial concer:s. ' The former alternative is
%ndoubtedly the better. The objections gemerally advanced- against
it are:— :

1. 1t is useless and unprofitable to multiply institutions financed
by Government, .

2. It shall have little business to do as the necessary security will
not be forthcoming. :

3. For a long time to come no industrial bank can afford to
satisfy the permanent, or aven the long period biisiness re-
quirements, and if the = permanent requirements are not

.inet, proper industris]l development will not take place
and the new institution would mean only an unnccessary

-

expenditure. o : R
376. As already pointed out, none of these objections apply in our Pro-
vines, for the total requirements are very considerable, while perma-
nent funds for the factories and mills can easily bhe raised in public,

On the other hand, the Imperial Bank as at present constituted caniot

safely make advances to industrial concerns. Further, money is scarce

only in the busy season aund then the Imperial Bank rate of interest on -

loans is very bhigh which, instead of helping the industry, acls as a
‘kind of drawback and discourages borrowings. A purely indastrial
bank shall be free from this defect. The industrial bank shall be a
great sonrce of help to the largé number of small industries that can-
not safely be neglected and are now badly suffering from want of
. finaneial help.

378. Bl, The Co-operative Department has up till now completely neg-

lected the urban areas, where 1 feel there is more scope for its expan-
sion and rapid progress than in the rural areae. The urban popuiation

is more intelligent, more educated and more in contact with modern-

developments.- For example in the khatik community it can progress
very rapidly. Agsain, co-operation has wide scope in middle classes.
Co-og:rative dairies, co-operative stores for the”fapply of necessaries
~of life, co-operative credit aocieties especially to advance loans for
building or buying houses, the money to be repaid in monthly instal-
ments, should immediately be started. Further, co-operative stores
should be started in achoolg and colleges. The beginning should be
made with books and sfhtiofiery, but the ultimate aim should be to

supply everything to the student.

280. I would sirongly urge the. Co-operative Department to take up
urban aress very seriously and at once. The salvation of India lies
only in the co-operative organization ef her people.

881, The system of indigenous banking exists in India from tinre imme-
morial. Leaving aside the remote past, with which we are not con-
cerned here, the functions and practices of eucl bankers bad practically
remained unaltered till the growth of the joint stock banking in India,
which really dates from the last decade of the 19th century. '

382, Indigenous bankers may be divided into .two broad classes. In the
firgt we include all those whose primary function is direet nioney-lend-
ing, mostly on personal security of the borrower. They are popularly
known as mehajan, sahukar or bania. In the agricultural areas

are still the most iniportent and in many cases the only source of
financial help to the villagers. The system and fonctions of thia class
have not undergone any great change, and in most respécts they resem-
ble their forefathers of several centuries ago. It is true that in some
" Mr. Radhika Narain. L
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495, Propaganda to decrease borrowings is amlso a form of restrietion
of credit. In the case of people who borrow heavily for unproductive

purposes you don’t need any easier terms, but what you need is res-
triction of ctredit *—Especially in the case of chumars, :

486. Furiher on in your meémorandum you describe the KAafii business
and you suggest that the credit facilities afforded by the banks are
‘by way of speculation. 'This speculation is due to the advancing of
loang against the security of cropsi—Yes.

497. If you extend the system by enabling the agriculturist to borrow
on the security of crops, the same tendency of speculation is likely to
gppear therein too—Of counrse that is qunite clear.

108. The impression that I gathered was that so far as big industries
were concerned, they did not require capital for long periods 7—But
whenever they require, they can borrow from the market.

409. So far as fixed capital of the industrial concerns in Delhi is con-
cerned, they have not to borrow for 20 or 30 years; for this they have
got their own capital. Their special needs arise in the busy season
 when they need some kind of floating capital and their complaint is

that they are borrowing then at a high rate of interest. ¥s thai the
‘real complaint —Yes. o

500, Obviously to remedy this state of affairs you must have an a. ency
to extend the floating capital in the year in such a way that with the
close of the busy season it is liquidated automatically and thgrefore

the advances will have to he made against assets that will be turned
into cash affer a few months --Yes. »

. 501, They can cnly be in the shape of industrial ‘products in the busy
season +—There can be no other assets,

Therefore you need an agency that will advance to these industrial
erns in the busy season & certain amount of floating capital at a

.sonable rate of interest!—But the rate of interest is very import-
ant,

503, What you need is. a reasonable rate of interest against gome kind

" of security, that will tend to turn into cash the moment the busy
*gesson i8 over I—Certainly.

504, I pass on now to your note on indigenous banking. In answer to
" question 68 you say that these indigenous bankers used to work like
“nocopting houses in- the market I—Some of them used to do,

" 505. That acoep¥ing’ bueiness was a very imporant part of the businoss
of & good indigenous banker in Delhi ¢—In fact some of these bankers
were acting merely as accepting houses.

508. So "that In order to restore that position their present diffieulty
should be removed. What exactly are their difficulties at present I—I
have mentioned the difficulties in my memorandum; they are, lack of
adequate finandial facilities and the competition of banks, especially
the Imperial Bank, ‘

507. But obviously- every banker would like to have the security of an
~acoeptor behind any bill that is discounted by him ?—Yes. '

508, T4 is in his interest also to see that he lends money on the trade
bills that are accepted by an accepting house in the market. Why is it
then that accepting houses are declining - Because the hund: business
itself is declining. :

509, The second caunse that you mention in your memorandum of the
decline of the business of the indigenous banking community is the

VoL, IV D
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1160, In the same wa.y it is Suggested that his dealings should be con-
fined to only th¢ co-operative societies }—If that is possible, it'is all
the better for co-operative societies.

1161. Would it also not be better for the co- operative societies to limit
the membershlp to members who are really in a p051t10n to save some-
thing in order to pay off their heavy debts I—It is very desirable.

1162. I mear when members are admitted an inquiry should be made
into their economic position and that the co-operative society should
admit only such persons whose normal income ¢xceeds their normal.
expenditure, and who, if they made over a part of their surplus incorfie
to the society, will be able to pay off their previous debts?—Yes.

1163. Do you think the co-operative society should take over the entire
previous debt of such a man ?—1It is not desirable. It has been found
impracticable in cases where an attempt wag made by the society to pay
off his previous debts, because there is no guarantee that that man will
remain faithful to the society alone.

1184. If there were a guarantee, in the form of a law that his debts:
incurred by him from others after joining the co-operative societies:
will not be vecognised by the law-courts his dealings will be-confined
to the society alone, and he will have to stick to the soclety till hia:
previous debts were paid off 2—Our personal experience is thaé it has
not proved useful,

1165. But you could never have tried such an experiment because there
is no such law at present i—We have fried a few cases where though they:
éxpressed their desire to do so they never remained faithful.

1166. Bupposing a law is made that his loans from outsiders aftér ‘a
certain date will not be recogmsed by law courts will you be in favour
of the co-operative society paying off his previous debt!—This experi-
ment has not been tried.

1167, JAre you in favour of such an experiment ?—1t all depends upon
indvidual examples. Bupposing the debts borrowed Irom' outside are:

heavy that his income is not sufficient to liquidate the debt . . .

" 1168. But 1 have already explained that the society should take only
such persons whose normal income exceeds their normal expenditure —
Then it is desirable.

1169. Kanwar Moti Lal: What is the difference between a money-lender
and an indigenous banker ?—We did not make any distinction between

the two.

1170. Can you define the twol—I cannot.

1171. In answer to Question 64 you say “There is a general prejudice
against the indigenous banker in the Provmce, because his dealings
with the clients are not on sound lines”. Do you mean the indigenous
banker of the city or the village money-lender %1 did not make any
distinction between the two words. In whatever I have said about the
indigenoug banker ¢or the money- lender, I meant only the village money--
fender and nobody else. _
1172. In your memordndum you say thafo loans advanced for six montha.
ars often paid before the expiry of six months. Can you give any
instance I—I will send yow instances.

1173. What is the percentage of the agriculturists and the village
money-lenders who bring produce to the market ?—I cannot say.

Messrs, DBir Singh and Pitambar Singh.
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back durmg the busy season, is it not7—1f it is worth while reducing-
the rate of fnderest, it could be done.

1640. T am only talking about the possibilities of extending the business.
by lowering the rate in the slack season?—There are, 1 think, greet
possibilities if we could work through agents. )

164). That ig exactly my idea; this business can expand if a proper-
intermediary could be found —Then that should be dene.

1642. At the present moment you could not be lending in small amounta,
It won't be worth your while, is it —We have s minimum of Rs. 200:
below which we don't lend.

. 1843, But obviously an agncultunat. would “not come to you for a loan
of Re, 200 from the villages 7—No.

- 1644. Does your experience in this Provmce auggeat that there are any
large stocks of gold and silver ornaments in the hands of agriculturists
judging from the amount of this business and the class of your clients
during the last 12 months !—T think they do own ornaments.

1845. You have indicated only the percentage of growth of this bual-
ness with the agriculturist. If you will kindly look up your figures
a little more in detail that will give us a little more insight ?—The

figureg that have been aupplied already are for agriculturists only ag
I have already said before. In the Distriect of Ghaziabad we have
‘been doing this business on rather a largo scale, but being outside the
Delhi Province, the figures have been excluded. And then there is
Pechawar city. When the Agent furnished these ﬁgures I a.aked him to.
elimingte the non- agnculhmsta from the agnwlbunats as fn.r a8 pos- .
sible and he haa done so. | -

1646. You know it is rather an mportmt pomt frmn the pomt. of view
of the gbneral question of this gold and silver hoarding in India and’
so we would like to have as exact a picture as possinle of the conditions.
prevailing in each of these sreas, viz., Delhi and North-West Frontier-
Pravince separately {—I &agree, T shall try to 5ee if I could gwa you
‘the figurey you want.

'1647. T4 the money advanced on the seourity of gold ornaments usually
retuma(tih after the harvest —There is & tendency for the money to-
returi then.

1648. Conld you give us & percentage of money returnec' to the amount
lent out !—But money ig. continuously lent out and is also coming in.

gl you kindly pick up 25 cases at random and follow them up from
the time of advance of the loan up to the time money was returned it
.will give us a general picture of these conditions?—I will see if I can
do it for you.

-1849. We shall be obhged it you oould do that for us a.t your early-
. convenience —Yes

1649a, How do you account for the fact that this busmeas of advancing:
money on the gecurity of gold ornaments has not proved so popular in:
the city when according to our information the market rates on ad.
vances against ornaments has been as high ag 12 to 15 per cent. in-
“Delhi during the last 16 yeara?—It is partly due to want of publicity-
but mainly due to the fact that people don’t like to go to the g mperial
Bank and pledge their ornamente, for they are afraid they will be ex-
poging themselves, and their financial position.

- 1850.- Would it not for this very reason be better or would it not serve
the purpose of the Imperial Bank better if some recogmsed agents are

Mr. B A. Q. Nevills,
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8. There® must be un enactment of legislation in conmection with
publication and regulation of accounts «of money-lenders. Ew
money-lender must keep a receipt book in a preseribed form and m
"bered. He must sign a redeipt for every pie he receives. Every b
year the debtor must acknowledge the debt througH a scribe licem:
by the Government. ,:All accounts must be shown in one pass-bc
and it should be in the possession of the debtor.

4. The, mortgages should bhe condifional mortgages (Bai bil-wa/
The duration should be so fixed that after that period the prinei
and interest together should be equal to the probable price of Ia
at the expiry of the period allowed. If any interest and part payms
has been made during the period 1t should be returned with reasonal
interest.. The mortgage bank should .apply to the District Judge
the Collector for declaration of the possessior or for getting poss
sion for the debtor as the case may be on & court fee of Rs. 10.

) BUBAL CO-OPERATION.

5. The co-operative credit societies in Delhi Province are mere
Taoney-lending institutions, In Delhi Province there are societies
old as 12 years but so far have not been sble to gain confidence of t
public. This is due partly to the management being in the hands
illiterate persons and partly to the small status of the members of ¢
managing committee of the sotieties. Moreover the society prefe
to confine its dealings to its own members in order to take advanta
of the arbitration provisions in case of disputes.
8. The relations between co-operative banks and the Imperial Dar
of India are very good. Other joint stock banks so far have not con
into competition with co-operative banks and are neutral The ¢
operative banks have ‘come into competition with individual mene;
lenders. They do not look with favour the opening of a co-operatit
society in their area. In some places I understand that money-lende:
are taking advantage of these banks. They lend over and above wh
their debtors bave taken from the co-operative society and the
loans are repaid when society makes loan to its members. This is du
to the fact that the co-operative saciety lends little and not at th
time when loan js much needed by the members.
7. Following are some of the defects of the co-operative credit societi
of Delhi Province:—

(1) Membership is limited to as few members as possible.

(2) Formation of the society is generally on communal basis (

would not include better living societies in this category,

{3) There zre many societies in certain small villages,

(4) Much attention js not paid to the habit of thrift and saving.

(5) Management of the societies is mostly not good or even fair

(6) Supervision and feaching by the Department is not what i
ought fo be.

(7) Quantity and not the quality seems to be the criterion of the
co-operative department, )

(8) Account booka of the mociety are very tedious and as &h
matters stand at present the working of the society i
beyond the capacity of honorary workers.

{9) The liability of the members is unlimited and social servants
and philanthropic persons do pot_join the societies.

Mr. Muhammad Aminuddin Malik.
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(1) Suffcient amount of money is not advanced to needy persons’
at the right time. This sompels the members to go Again
te the money- o _

11} The margin of profit is very low especially in ur pocieties.

an ney'f:mwpn 9 per cent. and lend to members at 9§
per cent. to 12} per cent.

12) No collateral security is taken from the debior. The debtor

a2 bomhx money from the money-lender and pledges all his
property with him thus leaving nothing or little for the
society's loan. .

(13) There are no whalé-thme paid workers in the societies. It
is desirable and good from the business point of view o
have paid workers under the honorary workers.

8 It is a tend of the co-operative department to have as few
members an poesible. From & theoretical point of co-operatwon it
sounds all right but we have to face local conditions. About twelve
Hindu Jats or Hindu BraAmans or tweive members of one iamily
combine and their society is registered. They do not take any other
persons, may he be their own neighbour. Their refnsal obliges other
1song of the same locality or village to formm a separate society.

I am not r I think in & small vi there are as many as nine
u'editmiaimrunltisﬂlnaﬂuquingvithmﬂworﬁng

be a good amount of profit which would
suffice for the engagement of the services of paid workers. This would
help in another very important matter. If the® society is composed
of one family or of one caste or community it is noticed thai the
members are very reluctant in helping the liquidator or execution
agent in receiving the decretal amount. When the membership is large
and ia composed of different people this would not hapnen in mo<t
cases.

. The management of a good society implies keeping clean and up-
todate arcounts, enforciag punctual recoveries and taking action
against defaulters without any regard whatsoever. My personal ex-
Erieaeeul‘ruidmtdbelhi Thrift and Savings Co-operative Society
d., is that turnimg out of defasuiters iz mot only beneficial for the
eaches oiber mombars & very good lason Comoman s iy ind
ot mem a very C-Operatich m my opinion

is st another pamw for charity butii'ubnsmeu’ and should be run

strictly on business lines. It ihould help thase whn wish to hehave

1* In a sonetry where there s o0 much i(lliieracy ard want of sense
of daty amongst members of a business comcern, i.r., co-operative
credit soclety, much respomsibility bes oa the shoulders of the Sub-
Inspactory and Iosrectors of the Croperztive Depamtmest. The De-
partment carnot shirk its respomsibility by saving thai their duty is
ool to guide or advise the society and that the actual working of the
screty vests with the members themselves  Theoretically, and in
places hke England and Germany where there is much ktersevr and
where there are many social workers, this is all right bet not %o in
India. In mv opinion the Department should met ndee the result of
their work by quaatitly bat by quality. We should appoint a whole
time paid worker for abeat 2 villaces only. This worker shoo'd live
WMMHHQMMMMthh
vYoL. IV ’ ¢
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members in the principles of co-operation and in the matter of mini-
mising the expenses on marriage, ete. In a word he should work in the
spirit of a missionary. I do hope that 3 or 4 big societies will be able
to meet the pay of this worker. If need be the rate of loans should be
- increased from 12} per cent. fo 15 per cent. So lopg as this rate is
‘equal to, or nol more than, the prevailing rate of interest in the locality
I would bave no objection. The principle should be ‘‘good manage-
ment first and reserve fund and dividend, ete., mext”. Whatever
will be the profit it will remain joint property of the members them-
selves. No onisider can ever take it. The Inspectors of the Co-
operative Department should have good control over these paid work-
ers, especially where the committes in illiterate. Bocial workers and
rich persons of the village do not joir unlimited liability societies.
Their fear, and legitimate too, is that they incur the liability of the
loss_on account of defaulting members. If the societiea are lLimited
with fully paid-up sharea, then rich persona baving influence in the
neighbourhood will also join the gociety and will be very helpful in
the management.

11. There is another difficulty. People are greatly indebted and loans
to them are sanctioned in very emall amounts and not at the right
time too. In order to save them from the clutches of the money-
lenders big amounts should be advanced to a society composed of a
big number of members who should pledge and mortgage their pro-
perty as a collateral security. 1 know that collateral secarity is not
desired in co-operation but the special circumstances of India require
that it should be done so, -

12. I am a great admirer of the co-operative movement. This is my
firm conviction that if the poor are tc make their economic condition
better it would be through co-operation and not otherwise. The co-
operative officials should work In a missionary gpirit and not in an
official manner, It is po use to expand the co-operative movement
at the risk of bad management.

13. In Delhi Province I was in charge of the Central Co-operative
Bank, Ltd, up to December, 1923. There has been no difficulty in
financing the societies. In fact wé had a large surplus. We began
to finance societies of ¥ teAsils of Gurgaon and brought down our rates
of deposite from 7 per cent. to 5} per cent.

14. The co-operative movement haa sncceeded to a very little extent
1 meeting the financial need of the agricmiturista.

15. I am in favour of granting more financial concessions to co-opera-
tive societies, ¢.g., special exemption from income-tax to all eo-opera-
tive societies, and inclusion of debentures issmued by Provincial Co-
operative Bank in the list of trustee securities. I would also suggest
that court fee on letters of administration, probate or succession certi-
ficate on the amount of deposit in co-operative societies be exempted.

NORI-AONCUM CREDIT AND INDEBTRDNRESS,

18 In urban area the condition of the poor and of the middle clasg
is deplorable. They are indebted to & very large extent. The usunal
rate of interest is from 13 to 38 per cent. and cases have come to
my knowledge in which interest has been charged as high as 2 annas
per rupee per month, t.e., 150 per cent. A pleader friend of mine
told me that 300 per cent. interest is realised by his client, but suits
are filed at 150 per cent. and they have been decreed by the court.
There are no banking facilities for the poor and the middle class.

Mr. Muhammad Aminuddin Malik,



L

They have got their jewellery and immoveable property which joint
stock banks and.eyen the co-operative societies do mot accept as secu-
rity. This is due to the fact that it is not easy to realise mortgage
moncy through Civil Courts. Take an example, the bank sues the
debtor. Suppose the debtor dies. It is difficult for a-bank to’know
the names of the heirs of the debtor. If by chance the name of some
heir is omitted the decree is not binding on the mortgaged. property
ag regards his share in it. The heir appears in the court and raiseg,
frivolous and sometimes genuine objections which are absclutely
authorised by Hindu and Mohammedan law. It takes time to obtain -
tha decres in the first court and ever then the bank has to fight in two
or more appeliate courts at the expense of money, time and vexation,
If the debtor is still living then his wife and aons file declaratory
suite which take five or six yesars’ time to decide finally. This apathy
of the banks drives the people of small- means to money-lenders who
charge rates of their own liking, according to the need of the debtor.

17. For those who posseas tangible security I would like banks to give
lonns on the secumty offered. The law of mortgage should be made
simpler and the Imperial Bank should advance loans to those bamks
who do this kind of business against the properties mortgaged by
those banks and within a safe margin. The Imperial Bank should
tnketheip of an expert in evaluating the properties, e.g., property
agent, eto.

18. As regards those perdons who cannot offer tangible security, I will
suggest that co-operative societies be organised amongat such people
and amall loans be given. My experience is that poor people if pro- -
perly tackled are the beat men to repay their debts. My remarks
Biven in connection with defects of co-operative societies apply to
city societiea also,

19. The co-operative movement haa not succeeded in helping the small
traders and amall industrialists. In fact the co-operative department
so far has avoided lending to traders for business. It is considered
that the loan will be for specuiation purpvse. Delhi city is full of
amall industries and they very badly require the help of co-operation,
but for one reason or the other the Co-operative Department does not
take such interest as they are supposed to be taking in rural co-opera-
tion. The co-operative movement is well oapable of meeting the financial
needs of the small indusirialists and cottage industries.

80¢. In my opinion the co-operative movement in Delhi city should be
extended in the direction of formation of thrift plus credit co-operative
and industrial credis and marketing co-operative societies. There
is & largo fisld in this direction and the co-operative movement alone
will succeed in ameliorating the condition of the poor.

81, The abolition of stamp duty on cheque is producing a good habit
amangst the people and they are now feeling no hesitation in opening
dccounts in the banka. Middle class population is using cheques.
I am not in favour of vernacular script 1n banking,

23. 1 support the view that the banking and investment habit in Indis
is of very slow growth. This is mainly due to the fact that there
W o suflicient good control over the banks by the Government. The
ple have_ little faith in the stability of the private tanks People
ave faith in the Imperial Bank, but thers the yield is very -little
as compared with what the layman can fet if he invests his
money i immoveably property. Personally I do not support their
mentality, but such are the facta which exiat. The othar serious objee.
gonl :lmm the Mchammedan point of viow is the alleged prohibition
¥ lIslam of taking interest irom any source whatsosver. ‘Fhe peuple
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are still under the thumb of Ulémas in this matter although very few
businessmen snd educated persons support the Maultis in this ques-
tion. Recenily amongst Mohammedans a party has grown up which
is in favour of taking interest from the bank at least.

23 For the purpose of inspiring more faith in banks. and especially
Indian banks, I would suggest that the Government should insist that
auditors ‘must give correct valuation of the mortgages after a report
rom ar expert, appointed and paid by the Government on s commis-
sion basis. Of course all expenses are to be recouped from the banks.

-

{GENERAL,

24. Co-operation knows no religion, caste or ereed. I believe that co-
operation is the only movement which is capable of improving the
cconomic and social condition of the middle class and the poor people.
All workers in this movement should be absolutely free from com-
munal bias. Whoever be in financial distress and financially back-
" ward, must be helped. He may be a high clasg Hindu, Mussulman,
Christian or shoe-msken. 1 am very sorry to record that in these
days the co-operative movement in Delhi Province is not above com-
munal bias. Mohammedans are comparatively poorer and more
indebted than their Hindu brethren. TEey require more attention from
the Co-operative Department. But instead, the number of Muslima
in the primary societies, in the Central Bank and in the staff of the
Co-operative Department is out of proportion to their population.
Practically new Muslim societies are not organised Thoge already
in existence are disconraged in various ways by the nnsympathetic staff
with the resuit that they are closing down one by ome or their
existencd is only in name. My contention is that much of the success
and failure of a society now-a-days depends on the personality of the
Inspector and £ub-Inspector. These officials can let the society pros-
per if they are kind and sympathetic to i*, or they can bring the
society to liquidation if they wish to do so. As I have said above co-
operation like social service is above caste and religious prejudices,
but so long as the present mentality of the two major commmunities
prevails, I must say that in order to help the peor Muslimg financially
it is very essential that adequate and effective representation of the
Muslims be secured in the Co-operative Department. In the same
way opportunities be afforded by the Imperial Bank to train and em-
ploy if possible a sufficient number of Mohammedsans

25. In order to find out the progress of the different commnumities in the
co-operative movement the number of members of different commumi-
ties shouid be shown in the annual reports. This is very easy as
is already shown in the annuoal audit and inspection notes of the
societies. It will only be a matter of totalling.

26. In Delhi Province the report of the working of the Co-operative
Department is not published. _Only a very little gist of it is published
in the Delhi Administration Report. The report of the Registrar of
Co-operative Societies will not be very long and should be published
separately just like the report of the Industrial Surveyor of Delhi

27. In conclusion, I only want to add that I have been compelled to
say what I bave written above from an nnbiased study of the true
state of affairs as they exist amongst the Muslims and the depressed
classes. [ shall be sorry if any cther meaning is read in my proposals.

28. Delhi Province should have a separate Registrar of Co-operative
Societies and Registrar of Joint Stock Companies. If need be the
Delhi Province may be extended at least for this purpose.

Mr. Muhammad Aminuddin Malik.
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20. I would nll""so*ﬁliggest that in order to judge the indebtedness of the
different communities the total amounts of sales of landed "property
and mortgage money etc. should be shown in the reports -of the
Registration Department. . .

®  ORAL EVIDENOE. ’ .
30. Chairman: How long have you been connected ‘with the co-opera- *
tive movement in Delhi i—Since Apml 1921

31. In what capacity 7—From April 1821 to Dlecember 1928 as Honorary

Becretary of the Central Co-operative Bank, and from 1924 I have been

gresident of the, Co-operative Thrift Society and at present I am' its
reasurer.

32, Would you *%kindly explain the conatitution of this Thrift Society +—
The mnain principles of the co-operative thrift society are that the mem-
bers have to snbscribs compulsorily every month and that the subsarip-
tion is fixed according to the income of the member.

88 What sort of persons are members of the society !—Government
and private employees, pleaders, traders and teachers. There are also-
& fow lady members. Every one is contributing a sum which is fixed
by the by-laws of the society. A man earning & monthly income of
Rs. 100 has to pay & minimum subseription of Rs. 4 per mensem,
whilst thoae earning Rs. 75 are to subscribe Rs. 3, those earning Rs. 50
are to pay Re. % and those whose income is less than Re. 30, annas 8.

84. Would you kindly send ur a copy of the byelaws and other rules
of the society for our information §—JI have now got an Urdu oopy
with me but shall send you an English version later on.

85. In the system working satinfactorily t—Yes. If the subacriptiona
are not paid regularly we charge a penalty.

38. Is there any scope for extension of such mocieties I—Yes, they will
. work better than oc-operative credit societies. As a matter of fack
it has proved to be so when the working of our society is taken into
consideration.  We don't give loans recklessly. We lend up to & maxi-
mum of only Ra. 130 and that on the security of two other members
who will stand surety for the member who borrows and only when
they have sufficient credit. So, these factors act as a check to reckleas
borrowing and lending. In & co-cperative credit society the president
mpy draw & sum of Ra. 8,000 for himself whilst a member may not be’
allowed a loan of even Rs. 100. But in this thrift society that is not
fowhle. A member is entitled to take & loan provided he has enopgh
unda at his credit with the society. Along with this facility the mem-
ber 5:: also to accumulate his funds by compulsory subscriptions every
mon

37, How_did your connection with the Co-operative Central Bank
coase t—That was to a certain extent due to the prevalencs of com-
munalism. 1 waa the only Mohammadan member on the Board which,
conusts of 12 directors and I found it difficult to carry on.

:lm.Gi Yot:ﬂsuggmt l&gi:flation in!oognection with the publication and -
ation avcoun money-lendera—something like i
g‘on nin the Punjab s—Yen.ul tl:mg the recent 1

ava you considered the fact that all m -1 I
people +—] think they are all literate enou;:h'.,ey eoders ar ot literate

39. You doun't think they would have to maintain extra staff for keeping

acoounta 1—1t might cost them i
Ro 90 mor mmu:'xh m“hm!‘, | eXa no doub-m-nl. 1w

-
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41, You agrée, there are money-lenders of all sorts. The smaller
among" thermh - may not, perhaps, afford to spend Rs. 15 to 20
a month extra{—I think every money-lender can spend this extra
amount., In fairness to the debtor they must spend the extra sum
snd keep correct accounts. In this connection I might be permitted
to say this. I have since studied the provisions and working of the
Usurious Loans Act of 1918 and find that it is practically inoperative.
At the time when the Bill was introduced, cne of the reasons quoted
by Sir William Vincent in support-of the measure wae that there were
instances where the oourts had to“decree suits in which interest at
45 and 50 per cent. was claimed. Even now-a-days courts are decreeing
suits in which interest at more than 50 per cent. is sometimes claimed.
The wording of the Act is that unless the transaction is unfair or
brought about by undue influence, the court cannot re-open the case.
Such being the case it is very difficult for a debtor to produce evidence
against money-lendera who are influential people in their own locality.
The ,debtor cannot find witnesses who could depose anything, even
if true, against the money-lender.

43. What amendment would you suggest 7—Bir William Vincent pro-
posed three remedies—(1) fixing the rate of interest, (2) enactment of
laws on the basis of damdupat, i.e., interest should not exceed the
principal, or (3) the enactment of the Usurious Loans Act. As matters

stand at present, the Act is not applied by the courts. So, I think

the time has come to fix the rate of interest permiseible according to

law and which can be decreed by courts. I don’t mind even if it iy -
24 per cent. or 38 per cent. but some eunactment is needed. The .
principle of. demdupat should also apply. .

47 ‘You "are ‘satisfied with the operation of the co-operative movemsns
in the Delhi Province 7—No, not as it stands to-day.

4. You think it should be better supervised +—I want better supervi-
sion and better staff. '

45. Do you think the staff should be more numerous or more efficient }—
Both. It is very difficult for a sub-inspector to have a check on all the
socicties that are situated within an area of 12 to 20 miles. He will .
not ﬁn;:l it t(!:uwn.aible to visit the societies frequently and check their
accounts, ete.

48. Then do you suggest that for s small Province like Delhi there
should be & separate Registrar of Co-operative Societies t—Yes, one
may be appointed for the Provinces of Delhi and Ajmer-Merwara. The
pesent Circle Registrar who has also the Punjab to look after will
not find it possible to look after these Provinces as well.

47. Have you not got an Assistant Registrar here $—No, there is none
here except one at Gurgaon.

43. Do you advocate the creation of separate co-operative societies for
Moslems t—1 don’t mind whether separate societies are created or not.
All that 1 say is that those who are in need should be helped.

40. Lala Shri Rem : Will you please explain your suggestion contained
in your statement uander ‘““Agricultural Indebtedness’’'? You say:
*Mortgages should be conditional mortgages. The duration shouid be
80 fixed that after thai period the principal and interest together should
be equal to the probable price of land at the expiry of the period
allowed. If any interest and part payment has been made during the
period it should be returned with reasonable interest’’ +—My idea is
that if mortgage banks are to be started it should be done only after
sufficient safe-guards have been provided for the sound working of those
banks whick will atoid litigation and other expenses,

Vr, Muhammad Aminuddin Malik. :
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50. Am I to understand that your idea is, to safeguard the interests
of the morigage banks or the mortgagor }—Not the mortgagor.

5. How would you fix the time limit, supposing the rate of interest it
fixed at 12 per cent. }—The period may be about 8 years.

52, Supposing somebody who ownk land worth Rs. 10,000 wants a loan
of xay Rs. 5,000 and the interest is fixed at 12 per cent., what period
will you fix for the loant—The period may .be fixed at 68 years. Al
the end of 8 years the principal and interest wil]l be due.

53. Won't you charge compound interest 1—That depends upon the rate
of interest fixed

54. I want you to give us a concrete instance—In the Co-operative
Department we don’t charge compound interest even if the period is 8
years.

8%. Have you worked out your scheme! The mortgage banks them-
seives will have to borrow money at 8 per cent. or 9 per cent. interest
and you want them to lend out at 12 per cent. simple intereat!- You
have pracfical experience of having worked the Central Co-operative
Bank and you know the nature of ita working. If I am not mistaken,
at present you are able to borrow at 6 or 7 per cent. and even then
you are pot able to show much profit in your balance sheets, in any
case, you have not been able to put much into the reserve fund. This,
in spite of the fact that your dealings are mostly on short term ecredit
only. But in this cass you can't expect your money back till after
8 years. How, in that case, will the mortgage banks be able to run t—
The mortgage banks can very well raise debentures for that purpose.

88, Do you think it will be possible for you to attract deposits or raise
debentures at 8 per cent. I—I am making my suggestions on the pre-
sumption that we are able to attract long period deposite at 8 per cent.

87. Mr. Gray:—You know even the Government of India are taking
loane at 6% now }—I think woe ashall be able to raise money at say 6 or
6} per cent. interest.

88. Lala Bal Kishen: In the Punjab, the mortga<a 1~ - - SRR
to uis; long term loans at cheaper rates !—You can get it from Govern-
ment then.

80. Then what net return do you expect for the bank +—No compound
interest is charged. On fixed deposits interest is paid only on the day
when the amount falls due.

80. Lala SAn Ram:—But on fixed deposits interest has to be paid
every six months {—I don’t think so

6l. T myself have deposited money in the bank and ¥ am getting
iml;mt tl';ary haif yeart—I too have done so but I don’t get interest

alf-yearly.

62. Then I should sympathise with you.

83, Prof. Chablani:—Then do you mean to say that in the case of this
loan which you talk of, interest need be paid only after § years1—I
don’t say that.

84, Lola Shrv Ram:—1 want a concrete instance for the benefit of the
Committee which will fully explain view-point +—The whole idea
underlying my suggestiona is that mortgage bank should not be

ssked to go to & court to got the property sold to enable the bank to
recover its duea

65. Cannot the mortgage bank, if it s desires, go to the court to realise
its dues, say after 18 moaths instead of 8 years I—No, it cannot, The
mortgage deed will not permit of that being done, .
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66. Supposing the market value of land falls 7-The bank will have to
make adequato provision for such contingencies beforehand. I have
no objection if you reduce the period and make it say one to four
years, if necessary. I don’t mind that.

67. What would you suggest I—Any period may be fixed. You may fix
it at 3 years.

68, That is much better. ®ou are row on safer grounds 7—I don’t want
these mortgage banks to run on a charity principle. It should work
on business lines. There are of course the co-operative societies. and

individual money-lenders and the borrower can choose that which he
.considers best.

49. Will you give the same facility for realising money to a private
money-lendef as well ag to a land mortgage bank 7—I don’t want any
further privileges given to them. So far as I know, the land mortgage
banks in the Punjab go to arbitration to realise their dues in cases of
default and then to the civil court for the sale of property.

70. The law as ai present stands iz more favourable to the mortgage
bank than to the private money-lender +—I agree. I zm only talking
about co-operative mortgage banks.

71. Your idea is that these mortgage banks should advance money only
to their members 1—Yes.

42. Supposing one particular member who has taken a loan fails, then
what will happen ¥—His property can be attached and sold.

%8. And if the sam realised is not enough to cover the loan, then i—
The ‘other members in the society will suffer.

74. Will you limit the deposits, in principle, to the paid up capital f
Bupposing the capital paid up is one lakh, then will you say that the
deposits should not exceed that amount +—No.

“75. Yon will be prepared to risk the depositor’s money to any extent,
ie it ?—That is the depositor’s look out. A co-operative bank can
accept depogits to the extent of eight times its paid up capital plus
reserve fund.

76. May I put it to you that when you made this suggestion about
aortgage banks you did not bestow much thought over details ¢—I have
not gone much into details. Experts may be appointed to assess the
value of the property as a basis for the banks {0 lend out money.

%77. It is only your pious suggestion 1—I don’t say it is a pious sugges-
tion. All that I am particular about is to see that it shouid not be
necessary for mortgage banks to go to courts to realise their dues by
the sale of the property of their defaulting members.

8. Will you give the same facilities to a private money-lender or
banker I—No. The accounts of co-operative societies and banks are
regularly audited and checked under Government supervision and so
-there is no possibility of any fraud being committed. This, however,
is not the mase with a private money-lender. * -

29. Supposing a private hanker submitted his accounts to an suditor
appointed by Government, then will you have any objection to give
him the same facilities as you would give to a mortgage bank 1—I don’t
see any reason why it should be done, because mortgage banks will
themselves serve the purpose well

80. Even at present we find that the borrower goes to & private banker
. instead of taking advantage of the cheap takaos loans, because he finds
it more suitable to him to go to & private money-lendern My point is,

Mr. Muhammad Aminuddin Malik.
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why don’t you give more facilities td the borrower. than limiting him
to the co-operative bank i—I cannot sce what better facilities will be
provided for a borrower by a private money-lender than the co-opera-
tive bank,

g81. Are we out to kill the individual banker or are we out to help the
borrower 1—Of course, we are to help the borrower.

82. I will give you a coricrete example. Supposing I want to purchase
sugar, I go io the bazaar and find out the price and I naturally go
to that man who sells it the cheapest. But if there be no competition 1n
the market and there is only one merchant dealing in sugar then I
will have to accept his price because there is no other merchant to go
to. Similarly, if there was & co-operative bank and a private money-
lender both enjoying the same privileges and facilities, then don’t you
think thers will L more competition —I agree, but in the case of the
co-operative bank, the man gets something in return in the long rum.
33, Prof. Chablens: In what way except perhaps a lower rate of
interest i—That i8 & good thing by itself. .

84. Lala Shri Ram:—You say many of the societies in the Delhi Pro-
vince limit themselves to their >wn oommunit?r if I may aay so. And
then you mention certain advantages that wou d accrue if these societiea
were not limited to the same community. How do you think it will be
possible for a ocertain community to take as members persons
from whom there is no poesibility of realising money +—They should
not take such men as members. We don't want to force them.

856. Then how would you achieve your object !I—The Registrar of Co- -
operative Societies could enforce it,

86. You have a grievance against these peity societiea that they do not
have more members. What means would you suggest to attain thab
object +—If there were more than one society in a village, they should
all be amalgamated.

87. Am 1 to understand that you are against the principle of unlimited
liability in these oco-operative societies I—Yea,

88, Then you advocate that co-operative societied should be worked on
the principle of limited liability t—Yes, If a member wanta to take
a loan hs will have to produce two other members as sureties and all
the three should be reapounsible for the loan.

89, L. Shri Ram :—The only object of having an arbitration and reali-
sation by easy means is that power could bs given to the Central Co-
operative Bank or any lender, if the whole tronble, as you suggest, is
that the whole basis of the Central Co-operative Bank that they can
realise their debts in & much easier way than an ordinary banker t—
And along with this, the profits are nog distributed, some of which
have to be kept in reserve.

90. What is the lowest rate of interest which is charged by these institu-
tiota from their members in the Punjah t—In Delhi it is Rs. 9/6/0
cent. per annum, the lowest, from the members, mdthuisonbl;::
the season. Intereat will be charged for the days the meney is used
by the members.

8). Not for the seazon —No,

92. But if the same facilities were given to private bankers for realisa-
tion !—The idea of co-operation is to build up a reserve of their own
for the purpuses of bringing down the rats of interest.

92, And the result has heen that the lowest rate is Ra. 9/6/9 per cont.
per anoum but if the same facilitieg were giveh to a privata banker,

-
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don’t you think that he would be satisfied with a muck Jower rate than
Rs. 9/6/0 per cent. per anrmum in every case i—But there is a lot of
difference bhetween a money-lender and a co-operative society. The
money-lender, whatever he does, does it for his own benefit, while in
the case of & co-operative society, we have simply to look to the
interests of the worrower,

94. But if the borrower can borrow money at £ cheaper rate and if the
same facilities were given' to a private ganker as those available to a
co-operative society in respect of recoveries, why should you object to
it =—But how could it be.

85. That will be a question of practical politics. Supposing we fix the
rate at 9 per cent. per annum and get his (private banker's) accounts
audited by ar auditor appointed by the Government, will you give him
the same facilities as those afforded to the Central Co-operative
Bank ~To-day that rate is Rs. 9/6/0 per cent. per annum, but after
2 years it will gc down to 8 per cent. or 7 per cenl. or 8 per cent., and
in timte it will be praciically mil, or say, 4 per cent. That rate of
9 per cent. chould not stand for all time; that can be changed from
time to time.

96. Will you also insist upon the money-lender sharing the same liabili-
ties as the co-operative societies I—There is no question ‘of liabilities at
all. Rates and liabilities go together. Insistence of Government
auditing is a liability; insistence of keeping accounts in a proper form
is a liability, and insistence that he should be satisfied with a reasonable
rate of interest, and that he must have a reserve fund, etc.

97. Why should you have a reserve fund at all i—If the Government
gives facilities to co-operative societies, it is not giving more
facilities for individual benefit. .
98. There is no question of individual benefit at all. The sole condi-
tion of this reserve fund is to bring the rate of interest down for the-
benefit of the poor, and if the private banker advances money at the
same low rate of interest at which the co-operative societies advance,
and, let me put it, if he gives the same terms to the borrower as a
central co-operative society itself, will you give him the same facilities
or not i—I don’t, unless the banker puts a certain amount in a separate
reserve fund. '

99. What for =—Just to reduce the rate of interest.

1g0. But he will advance money at the same rate of interest at which
‘the co-operative society does; that is one of your conditions #—So far
a8 the borrower is concerned, when he is on exactly the same basis
as when he Lorrows from-the co-operative society why should he be
not given the same facilities.

101, L. Bal Eishen: The whole of his property is his reserve fund }—
Not reserved for others’ benefit, but for his own benefit.

102. L. Shri Ram:—You have not again been able to tell us how you
would force these societies to take persons as members whom they den’t
want 1--] hate no means to suggest.

103. You say under paragraph 11 “the margin of profif is very low
eapecially in urban societies. They borrow at ¢ per cent. and lend to
members at 9§ per cent. to 12} per cent. 'No collateral security is taken
from the debtcrs The debtor borrvws from the money-lender and
pledges all his property with him thus leaving nothing or little for the
soclety’s loan”., What is it that you have in mind there 1—There must
be some reasonable margin between the borrowing rate and the lending
rate so thet they may accumnlate their reserve.

Mr. Muhammad Aminuddin Malik,
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104. In one place you have suggested that the rate may go up to 16
per cent. The position is that borrowing is at ® per cent. and lending
at 12} per cent., and you are prepared to increase it to 15 per cent.,
and with all the facilities for the realisation of money you would have
no objection if the rate was increased to 15 per cenf. -or even higher I—
If the accounts are kept properly, I have no objection.

105, Do oco-operative societies keep accounts properly?—In certain
cases all the members are illiferate. They want some paid hand to
keep their accounts. .

106, And for that purpose you suggest that for three villages there
should be one secretary who should also be an accountanti In any
three typical villages how many societies are therei—In three typical
villages there might be at present not more than six societies.

107. But there are as meny as nine. So that there is a possibility that
this accountant may have to deal with 20 societies, and you think that
one accountant will be able to keep accounts of 20 firma 1—They have
* no dealings daily.

108. But they do borrowing and lending i—Not daily.

109. And you also want the accounts to be kept in English1—No, in
wernaoular,

110. If they are kept in Hindi, you have no objection +—No.

111. What do you think should be the pay of this clerk who will be
engaged to keep the accounts of 20 societies I—-Rs, 20 or Rs. 30; he will
have to work under the supervision of a sub-inspector or inspector of
the Co-operative Department.

112. I think your ideas about wagea are very low indeed. I doubt very

mu-h if a Hindi accountant can be had for Ra. 73 even who has to keep
the accounts of 20 firma1

119. (a) L. Bal Kishen: Experience in the Punjab has shown that they
have proved a great hinderancs,

118, L. SAri Ram: Cost is the main thing !~I think Rs. 30 will be
quite sufficient.

114, What do you think will be the capabilities of theee persons who
ghall have to go from village to village perhaps every dayt—The vil-
lages will not be very far off.

115. Will this man, who shall have to run about three villages, be &
good aconuntant +—If thers is a member of the society to do this bunsi-
neas, there is no need ta engage an accountant.

118. But at precent the memhbers are illiterate 2—I am not against the
‘wishez of the members, if there are members in the societies who ean
look after the accounta '

117. You say that it should be the duty of thess inspectors to create a
habit of thrift. Om page 4 of your memorandum in the last paragraph
you say, “People are greatly indebted and loans are sanctioned to them
1n very small amounts and not at the right time too. In order to save
thea from the elutches of the money-lenders big amounts be advanced
to a society compossd of & big num of re who shounild pledgs
and mortgage their proparty as a collatera] security’’. The co-operative
societies I understands cannot take this sort of security +—They oan,
but generally they don't,

118. Do you thin} the rate of interest goes up or goes down according
to the amount of monay available 1—Yea
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120.- You were ;nar;a,ger of the Delhi Cv-operative Central Bank.
You got more money from the Delhi City }—Yes, from Delhi City.

121. You remitted that money to places outsifle Delhi?—Yes,

122. Were you working in the interests of the Delhi people in that
case i—The money which we got from depositors was that money which
could not be lent to individual members.

123. It was the money from Delhi and it was sent outside Delhi. Did
not that go against the interests of the Delhi personsi—It could not
have been otherwise. For example, there was the money of the District
Board; it could not be utilized for Delhi; it helped the poor somewhere

else.

124, You have made some complaints about the Mohammadan societies
i Delhi, and of course most of these complaints are against the Depart-
ment with which I am not concerned. Will you.tell me what steps you
took when you were manager from the beginning and up to very

recently i—I could not take any steps.

125. You being a Mohammadan, were elected entirely by Hindus. As
a matter of fact when you were first appointed as Becretary, it was by
a majority of the votes of Hindus. You had no grievance against the
Hindus, .zLater on you always had a majority of Hindus on youg
Board 7—In those days the non-Hindu element was sufficient.

126, How innny Hindus were there ?—Practica-lly equal in the beginning.

127. What do you mean 7—The number of Hindus and non-Hindus was
equal. :

128. No, the number of Hindug was more than the number of Moham-
madans —It was practically equal. In the first year the total number
of the members of the mmanaging committee was 10, out of which five
were Hindus, 4 Mohammadans. and 1 Christian.

129. I am not asking about Christians, but about Hindus and Moham-
madana. Christians are neither Hindus nor Mohammedans. I do not
think Mr. Gray would ever care to become a Hindu or a Mohammadan f
~—The subsequent elections eliminated the Mohammedans.

130. The fact remsins that there were 5 Hindus and 4 Mohammedans.
Bo far as you are personally concerned you had no complaint against
the Hindus !—No.

131. You suggested the names of accountants and others who were also
Mohammedans and were not ocbjected to —Later on they were objected
to and they had to resign.

132.. 1 was a Director for a long time on your Board and whenever
you suggested any person to be taken on your staff from a chaprasi to
an accountant, he was always s Mohammedan and was never objected

to 7—Yes, but there was no objection.

1233. My question is that so long as I can remember, whenever you
wanted a member on your staff, you always put up the name of a
Mohammadan and he was never objected toi-—No, but there were

Hindus also. :
34, Not that I can remember of ?—May be, after you.
'35. That may be so, How many societies have you got in which there
8 & majority of Mohammadans and how many in which there is a
najority of Hindus in villages 7—I think the number of Mchammadan
ocieties will not be more than 40. )
38. And how many societies are Hindu societies —-The Hindus’
ocieties are about 200.

Mr. Mukanmod Aminuddsn Malik.
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137. Prof. Chablani: The total number of societies is 2341—You may
subtract the number of Mohammadan societies. -

138. 7. Shré Ram :—These are mainly in the villages I—In the city also.

189. I think there are orﬁy two or three Mohammadan societies in the
city i—I do not know the exact number of societies.

140. Roughly 1—There are about 20 or 30 societies in the city.
141. About 200 societies are village societies 1—Yes. .

142. What is the population basis of Hindus and Mohammadans in
rural areas i—1 am taking the whole Province.

143. I am asking you a question and you will have to give a reply to
that —In rural areas the Hindu population is 1,54,000 and the Moham-
madan population 27,000.

" 144 The Hindua are six times as many as Mohammadans I—Yes.

145. And the proportion of the societies is very nearly on the same

basis }—Yes.
' '148. 8o, you have nd grievance at all i—But there is no expansion of

Mohammadan societies.

147. As conditions exist st present, you cannot raise an objection +—

I am taking ths Province ss & whole; not dividing urban and rural
areas.

148, The majority of the societies are in the rural areas and you have
no grievance against the number of societies —I have a grievance as to-
the way in which they are looked after.

149. | am asking about the number of societieat—No grievance in that
respect.

150. What are the deposits of the Central Co-operative Back in Delhi —
That could be ascertained from the balance sheet. The last balance
sheet gives the amount of deposits as Ra. 12,564,000,

151. How much of these deposita is from the Hindus and how much from
the Mohammadans I—This year I have not calculated.

152 Last year !—Sometime in 192526 I had calculated, and they were

&mﬁully equal, leaving aside the deposita of the District Boards and
unicipalities.

153. I do not want figures of Municipalities and District Boards. You

are not sure even about 1925 and 1926; I would like to know whag the
oldeat figures are +—I cannot give these figures.

184. You could send’ these figures I—You may ask the Secretary.
155. When you were in financial difficulties, do you remember that a

Hinrdu gentleman in Delhi offered you & large sum of money on very
gonerous terma —Yes

138. Did any Mohammadan gentleman offer if not on such gemercus
terms, a little less +—Une Mohammadan gentieman gave s large amount
freo of intereat. v

137, That does not concern us, becauss Mohammadans do not take

interest. Possibly he considered our society to be safe. So we cannot

say whether his object was the safety of his own moner or 1o benefit

:tsl—ln umes of difficulty we approached hima and got the amount froe
inverest.

158. He would have charged us interest if he could$-Yea.
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159. You were saying something about some grievances. Will you let
us ’know what those grievances are against the socieites I—So long as
there was a Mohammadan circle sub-registrar, the majority—rather,
-practically all except 10 or 12—were organised in his days. After him
for the last five years only ten societies have been organised and they
are not locked after very well, with the result that they are going down
and closing down one by one.” ' -

160. That complaint is not because a particular person happens to be a
Hindu or a Mobhammadan, but because that very person is inefficient 1—-
No, but if- there is a Mohammadan sub-inspector or inspector, he will
“pay more. visits to Mohammadan societies than a Hindu, because social
habits will compel him. -

161. Chuirman: Therefore a Christian should be appointed, so that he
may look after both Hindu and Mohammadan societies, or you want
Hindu inspectors for Hindu societies and Mohammadan inspectors for
Mohammadan societies i—There should be Hindu and Mohammadan
inspectors, and after two or three years their circles should be changed
in the interests of both the communities.

162. L. Shri Kam : If the population is 1/7th and 6/7ths how can you
expect the Government to appoint half the number Hindus and half
Mohammadans? Would the Government be justified ?—I have sug-
gested it as a solution.
- 163. How many inspecfors have so far been appointed, changed and

iransferred I—There are two Inspectors in all, and they have all been
Hindus. ’ . R -
164, Has any Mohemmadan sub-iuspector or inspector been dismissed
for grave charges against him —1X do not know.

165.11 understand two had to be dismissed. Were they, or were they
not -
166. Chairman: It might raise the discussion to a high level. L. Bal
Kishen belongs to that Department. and I would ask you kindly to leave
this out. . .
167, Prof. Ckablani: 1 would like to dispose of this lasi point first.
Are you aware that three Muslim sub-inspectors were transferred for
inefficiency and two of them_ bhad to submit their resignations I—I kmow -
of only one. e .

188. Are you aware that out of 35 urban societies 11 societies contain
a majority of Muslim members ?—I am not aware.

168, Are you aware that in addition to these il societies there were
two cther Mobammadan societies which have been liquidated i—I de
not know. T ' _ _
170. Are you aware that there are 25 societies in rural areas in which
‘the Mohammadan members predominate i—May be.

171. Are you aware that from the point of view of recovery the societies
are the Jowest{—I have no pereonal knowledge.

172, In how many villages in the mofussil areas are Mohammadans in
the majority i—In the Kutab area. .

173. In how many villages out of the total 1—I do not know.

174. Let me pass on to your interesting picture of the urban_ credit
conditions. From what you tell us, I find that the rates of interest
in' the urban areas are higher than in the rural areast--I have no
Inmowledge of the rural areas. .

Mr. Mukammad Aminuddin Malik.
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175. You say therein -that the rates are 150 per cent. to 300 per cent..
These are certainly unconscionable ratesi—Yes, in the city these rates
are charged. .
176. Obviously then whatever deposits may be available for investinant
in the city, t{ere is urgent work for them in the urban areas in view"
of the fact that the prevailing rates of interest are as high as 150 per
cent. If the conditions are so bad, then according to the proverb
‘*charity begins at home’”, whatever money iz available for investment
o the urban areus should be used there in order to lower this high
rate of interest, as any diversion of capital from such urban to rural
areas ig undesirable as it would tend to raise the rate of interest atill
higher up }—Yes. _
177. If this is the atate of affairs. there is no justification for diverting
the dcposita available in Delhi to financing people outside the Delhi
ll;n;;linoe 1—I also want that more co-operative societies be started in
elhi. .
176. It may be co-operative societies, it may be joint stock bank, it
may be any thing; my point is this, that if these conditions actually
exist in the city area, there is no justification whatever for diverting
Delhi savings to areas other than Delhi province !—Yes.
170. I pass on to the rates of interest which you mention. You have
just now said that you have no personal knowledge of the rural condi-
tions; so that what you have said is based absolutely on hearsayl—
I have said whatever came to my knowledge.

180. That may be based on isolated cases, but you hKave no general
acquaintance as to what the actual rates of interest are i—I have no
personal experienes, but what I have stated is based upon law suita.

181, Wilj you give me & list of the law suits showing the actually
realised rates of interest t—1 do not know.

182. 1 now pasa on to your suggestions about some kind of regulation

of monoy-lenders’ accounts. You use the words ‘‘every money-lender’".

Will you include agriculturist money-lenders also 1—Yea.

lYﬂa. Will you include persons who do money-lending occasionally +—
es,

184. Even widows who occasionally advance loans on the pawning of

ornaments {—Yea. .

183. Will you include traders who give credit on commodities 1—No; he
keops his baki khata..

186. Do you know that it is the general practice among the business
community to give vommodities on credit and charge a small rate of
interest after a short while V—Yes, [ think an - '

187 So that every retail trader will come under the purview of your
regulation —Yes, .

183. Are vou aware that the money-lender does a considerable amount
of retail dealings? He gives commodities on eredit, and supplies all the
necessaries of life in the village t—Yea.

180, Is he generally a small man or a bhig man in the village 1—M
better than many. g Tin i h 'ISB uch
190. Is bhe » man who pays income-tax ¥-—Most of tham do not pay
income-tax.

181. Do they keep an acocuntant¥—No. -
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- 193. What is the gane.rll work of the village money-lender ] cannot
‘Bay.
193, According to you he must give a receipt for every pie received
, in every case I—Yes
111;9::.] Will the expenses of the business not go up¥—They may go up a
e.
195. Why do you want that in the case of even literate borrowers there
s:;]d be this system {—Because the money-lender has got his account
s
196. But in the money-lender clase you have now included all sorts of
perzons !—Only those who lend money on interest.
187. Even the trader who gives commodities on credit charges interest
on the amoupnt outstanding —Yes.
195. What I want to know is that in the case of literate borrowers who
know sufficient arithmetic to understand simple calcualtion, why de
you want any kind of restrictions on the lenderi—My experience is
th-u repayments are made towards the loan, but the borrower is not
given credit
200. You mean to soggest the borrower is generally an honest man
and the creditor is generally dishonest !—But there are cases which
necessitate . ..
201. But the majority of the business community function on the basis
of trust and honesty. It is only in very exceptional cases that dis-
+hanesty may be practised 1—Yes.
232 You will apply thiz regulation to rural as well as to crban areas—
Yes. [}
203. Are you aware that the majority of the borrowers in this province
are urban and not rural '—There are both.
@ I say that sinre the majority of the populatior is urban, the
majonty of the borrowers must also be urban +—Yes
3 Do you sugmest any thing to protect the honest creditor in matters
of recovery —His remedy is in the courts
N6 You know as a lawyer howx long it takes tn recover mmey
especially in mortgage suits and execution proceedings It takes s
long ume.
=07. You have proposed nothing to protect the honest creditor in these
masters. Should he not have facilities of recovery and more speedy
remedy in the law courts +—There is no poesible remedy.
& You have given it up them as a hopeless jobt—Yea.
on. Are you aware that there is the insolvency law which is generally
believed to have made it easier for A maa to declare himself insol-
vent —Yes
mnﬂm'mhputthnemmbmmmtonld
be restricting the number of people who lend
eredit, becanse some at least of these persons
eonformmtheseregulmiml—M'ﬂlpnttheirmnqh the banks
211. A-e you sware that as & matter of foct the village moneylender
is diverting part of lus capital to the city now 1—1 am not aware.
212. Would you not deprecate a state of affairs under which the capital
ofthevnﬂagemnmemhemvmdm&benrb-nmbmm
there will then be acarcity of capital in the villages !-Yes,
¥r. ¥uhamuwed Amipuddin MaliL.
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213. 1 pass on to what you say about the co-operative movement of
which you have so much experience. During your time as secreta
you were unable to utilise all that you had got in the Central B
from various sources as deposits in financing affiliated societios }—
Because more societies could not be formed.

214, You actually could not utilise the deposits in financing the
affiliated societies —Yes. '

215. In 1920 y3ou asked for the special permission of the Registrar to
finance societies in Balabgarh and Palwal Tehsils of Gurgaon t—Yes..

2i¢. Will you kindly look at the balance gheet of your Central Bank
dated 31st August 19277 The loans ‘of the Central Bank to Delhi co-
operative societies amount to about 8 lakhs, and on the other side
you find the investments in Government eecurities to the extent of
Rs, ©.92,000; cash balance Rs. 70.009 c¢dd; louns to other Central Banks
Rs. 77,734 ; loans 16 outside co-operative unions Rs. 68,375. The total
of these outside investments comes to about Ra. 4.34,000, which means
that 1/3rd of its total working capital was not utilised for the Delhi
co-oprrative societiea i—But investment in Gvernment securities was
Necessary: :

217. It may be necessary for your safety, but my question is that out
of the total working capital clearly 1/3rd was not utilised in financing
. Lelhi co-operative societies, for financing which the Ceniral Bank was
created I—Yes,

‘21‘:. l{rou find that from 1824 this tendency had been growing up steadi-
y t--Yes.

‘219, Let us pass on to-the balunce-sheet dated 31st August 1828. The
lnana to co-operative societies of Delhi amounted Ra, 7,689,825, OUn the
other smide Government Promissory notes, loans to other central banks
and co-operative unions, fixed deposite with the Punjab Provincial
Bank, all amount to Rs. 4,50,211, s.e., 38'4 per cent of the working
capital. If you add cash balanoe to it, it makes a total of Ra. 4,08,469
whirh meann 39'5 per cent. of the total —Yes.

290. If you turn now to the year 1929, once again on the same basis,
locans to co-operalive societies amount to Rs 9,76,209, cash balances,
Government promissory notes, deposita with and loans to outside co-
operalive banks, unions, ete., togother amount to Rs. 3,88,439; which
means more than $8°¢4 per cent. of the total working capital. And
vet urban conditions of credit called duriag these very years for the
hult utidﬁu&ion of these funds in the city I—But that was necessary for
us to do.

$91. But so far as the credit conditions of Dethi urban areas are con-
cerned because of prevailing rates of interest, thers was ample room
for wtilising the money 1—Yea, but more co-operative societies were nok
organised by the Co-operative Department.

232 Whatever co operntive societica were organised, you could not lend
to them more than what you actually did advance I—Yea

333, T pass on to your depesits sa shown in the same balance sheets.
If you take the total of 1929—fortunately there I find that the
Registrar's report mentions for this year some details which are not
vontained in the balance sheet—youn will find that 29 per oent. of the
total deposits came from local bodies —Yea.
mmnonlyﬂpum&dthomddemhl—Yu

YOL. IV, - »d



20
225. If you add the local bodies, official institutions and minors, the
total comes to .42'2 per cent. of the total depositsi—Yes,

226, So, your ability to attract deposits from members is to the extent
of only 5'6 per cent. of the total i—Yes.

227. Will you turn now to the total depcsits of 1923 again{ The
deposits of members in societies was only Rs. 1,70,845, which means
i4°2 per cent. of the total. That means that 85'8 per rent. came from
outside, .e., from non-members I—Yes.

298, If you take the total deposits of 1927, you find that the members,
Bocieties and Central Banks contributed towards this item altogether
;on{y Ra. 1,569,972, while non-members deposited as much as Rs, 9,72,201 1
-—X es. : '

229. One other fact emerges from this scrutiny. The proportion of
members’ deposits has actually declined in 1920 1—As compared to 1928.

230, Also the aggregate has declined +—Yes.

231. Now I turnm to your urban sociefies. In the case of urban societies
the total deposit for 1920 was Ra, 60,000 of which Rs. 57,000 represent
the members’ deposits as is mentioned in the Registrar’s report{—I
have not got that copy. ‘

232. Are the drposits in primary societies in rural areas negligible or
substantia] ?—Negligibie. .

233. “The bulk of the money in the central bank represents urban
savings rather than rural }—Yes, : :

234. To what do you think was your power to attract deposits duel—
Unlimited liability. :

235. Let me put to you all the possibilities before you give me your
opinion as to which of these was the major cause of deposits. Was it
due to the fact that the public believed that your primary societies
were working soundly, although the members were all illiterate! Was
it due to inherent soundness of primary societies because the public
thought that those to whom these societies gave money had sound
security to offer? Waa it due to the control of the Registrar and his
staff? Or was il due to the general feeling that Government was
behind the movement. Which of these was the major factor I—The
belief that it was being backed by Government. '

238. And your success was partly due also to the fact that you offered
higher rates of interest on deposits than any joint stock bank i—In the
beginning only.

237. You were offcring higher rates of interest oun deposits, though part
of the money attracted by deposits could not be utilised in Delhi §—
Yes. But we could not help it.

238. Yes, you actually requested the Registrar to give you permission
to lend to Balabgarh, etc., in Gurgaon. In other words, though you
could not utilise the money in financing Delhi itself, you were still
offering higher rates of interest for some time !—That was our request
to the Registrar.

239. My point is that you were cffering high rates by taking deposits
from the investing public here and not being able to utilise it in the
Delhi Province —There is some misunderstanding about it. The
majority of our deposits belong to District Boards and Municipal Com-
mittees. These could not be invested in this way, but in banks.

Mr. Mu{mmmmt Aminuddin Malik,
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240. Why did you offer then s higher rate of interest!—We thought
that these deposits were practically permanent. At that time we
offered 7 per cent., but now we have lowered these rates after two,
yeara to 5 per cent.

241. I have taken you to your balance sheets year by year. Altogether
it is quite plain that though some part, and s considerable one, of
the money you could not utilise in financing Delhi co-operative socie-
ties, you were still having more deposite at higher rates 1—Yes,

94%¢. Let me come now to your own capital, What is the usual margin
between the borrowing rate and the lending rate of the Central Bank i—
Between 2 and 3 per cent.

243. And yet your dividends have never been higher than 9 per cent. 1—
Bocause the expenses are very high, and according to the bye-laws we
cunnot distribwte more than 9 per cent.

244. Sometimmes you have been paying lower dividends1—Only last
year.

248 In the firat year you did not pay anything t—Because the Bank
had just started and we could not make any profit.

216. Bince 1920 there have been years in which you have been paymg
lower dividend !—In one year we could not pay any dividend.

947, L. Shri Kam: Eight per cent. one year and nothing for some
yearsi—Ycs, b per cent. in one year in the beginning.

948, Prof, Chablani: Will you kindly turn to the halance sheet for
199520, You find that you translerred to the geueral icseme f{und
only Rs. 3,950 as the annual addition to your reserve, which works out
to a pereentage of "28 on the working capital of 4 lakhs +—Yea,

240, In, 1827 you transferred only lis 2,800 to the reserve fund, which
works out at a percentage of 21 on the working capital —Yes,

250, Tn 1996-27 you have transferred only Rs. 2,250, which works out
at n percentage of "18 per cent. on the working capital of 13 lakha
So there have been very small annunl additiora to the reserve +—That
in fixed at 25 per cent. of the total prafit,

251. Will you please look at your total general reserve up to the 31st
August 10201 It is oniy Rs. 14,500, which means only 1.4 per cent.
of the total liabilities amounting to 14 lakhse. On the 31st August 1938
your total general reserve is only Ra. 10,380 which means less than
‘3 par cent 'V—Yea.

2¢ On the 31st August 1927 your general reserve was Rs. 7,750 which
means '8 per cent, of the total liahility amounting to 12 lakha 1—Yes.

853, So, considering the period from 1921 to 1039, still your total
ryeuem aa compared to your liabilitiea has been small all throught—
es

#5¢. Lot me take your cost of management. In the balance sheet of the
3at August 1993, the cost of management is put down at Ra, 1,715
aganst the asseta which amounted to Ra 4,41,000, out of which loans
to socivties pmounted to Ra, 413346 +—Yen

288. Will you turn over to the ysar 19231 Your cost of management
is put down at Rs 7,884, and your assets were Ra 13 lakhs odd, of
which Ra. 8,43.000 were foans to societion which means that in these
apmﬁedn:yemtheupemhnwmaundm' while the
business in joans ldvnnead increased by only 100 per esn Y
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256. Now leaving aside the Central Bank, let me take up the genersl
movement. Are you acquainted generally with the movement of co-
operation apart from the business of the Central Bank in Delhi —Yes,
*X think, I am

257. What is the margin of difference between the borrowing rate of
the Central Bank at one end and the lending rate to the members of
societies at the other end I—Between 5 to 7 per cent. at the one end and
12} per cent. at the other end

258. Which means a margin of 6} to 7 per cent. I--That has decreased
only last year.

259. It is generally between 6} per cent. and 7 per cent. 1—Yes.

260. In 1923 the loans amounted to 4 lakhs to the society; in 1928 abont
8 lakhs. Taking the average as 6 lakhs, g margin of 7 per cent. would

ig;;e 2),7;21:“)01%'5; Y-g:wo as profit. Between six years it ought to be

261. Apart from these 8 lakhs, there were some investments in Govern-

ment securities, which also gave you } per cent. profit —In the

later days the income from securities was practically equal to the inte-

rest paid or a little less

SNS?.. On the whole yon don’t expect any profit has been paid on that 1—
0.

263. Rs. 2,52,000 ought to be somewhere —They are in the societies

themselves.

264. I have taken only 6 years into consideration. The movement was

started in 1919 and I am entitied to assame that about 3 lakhs or so

ought to have been secured as profit on this account and that this

amount caght to be shown somewhere in the reserve. But your central

reserve shows only Rs. 14,000 1—Yes.

265. Do you know what the Reserve Fund of the societies is 1—I don’

know the figare.

266. Do you think it will be more than that of the Central Co-operative

Bank’s 1—It must be so. ]

9267. Double I—1I think more than deuble.

268. How is this society’s reserve invested 7—In the societies them-

gelves. .

269. The co-operative movement aims at lowering the rates of mteresis|

—Yes, amongst its members.

270. 1f a member was borrowing at 18 per eent. from an cutside money-

lender and if the society lends him at 12 per cent., thea the 6 per eent

interest is a distinet saving to himt—But he spends it away in efre-

monies like marriage, ete.

%71. Have you not been able to contrel this to any appreciable exient $—
o

“272 Has the eo-operative movement really lowered the real rate of
interest in the vicinity. I mean the actually realised rate!—I dom’s
think so.

973. Has the movement been able to reduce the total borrowings of the
individual members1—1 can’t say. ‘o
274. Could you give us aggregate figures for liquidated societies I
bhave records. #
275. Do you think one of the aima of the cooperative movement is
mutual help and mutual control +—Yes. -

Xr. Makamaad Aminwddin Malik, .



276. Haa it succeeded so far as mutual control is concerned I—I dont
think so. '
277. Are there any means available to the Co-operative Central Bank

to control the use of the money which the societies borrow from it #—
No, . ;

278, You don’t determine the kistbandii—In the beginning we used to
do so but now the Department does it.

279, The Co-operative Central Bank does not know the purpose for
which the loan is advanced I—Nothing except what is stated in the
application for loan.

280. Have ycu any hand in determinit;g the haisiyat of the members?
—It ia the duty of the Central Bank, but in practice ib is not done.

251, Has the percentage of arrears of outstanding loans increased or
decreased during the last 5 years #—That is a matter for the Department
to say. I don't know.

2. But surely the arrears of the societies must have increased —Yes,

during the last 2 years there have been substantial arrears on account
of faminpe.

283. Are you aware of instances where individual members of co-opera-
tive societiea have borrowed from the mahajane i—] have no personal
knowledge. . :

254, But have you heard of instances!—Yes.

285. Has the charnoter of the borrower improved {—I have no personal
knowledge.

288. Can you tell me anything sbout the effect of the Punjab Land
Alienation Act on the security availabie to you I—No cases have come
to my knowledge,

287. What is your impression generally. Is extension of credit or re-
striction of credit required in Delhi t—We require more credit facili-
tiez in this Province.

288. And you believe that anything done to restrict credit will be an
-ohstacle to the sxtension of credit facilities 1—Yes.

289. How do you proposs to attract rural savinge to make credit cheap
in rural areas {--There is no capital or savings in rural areas,

£90. Then you think the urban areas have got to satisfy not only their
own needs but also the capital needs of rural areas}—Yea

351. Considering the whole of India and the smallness of its urban area

don’t you think it means that there is scarcity of capital in the country
ae & whole t—Yea

292. You were telling us something about the mortgage law. If mort-
gage lawa could be simplified, do you think the rate of interest would
go down 1—Yea.

253. You also think that the insolvency law by making it easy to declara

insolvency tends to keep up the rate of interest —Yes that j re
favourable to the debtor. b 8 mo

834, Don’y you think all these factors will have to be taken into consi-

deration in determining the real rate of interest 1—Yeu

. 285, Do you, therefore, think that the rates of interest will ordinarily
gou down if these causes are remcved 1—I think so. :

298 You agree that the aim of the co-operative movement is to put a

check upon borrowing for unproductive purposes and to lower the rate
af intereat t—Yea.
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297. Supposing a joint stock mortgage bank of limited liability is-
organised with those ends in view, would you give it the same facilities
for rcalisation of its dues as you would to the co-operative mortgage
bank ?—Yes.

_298. If more joint stock banks come into existence don’t you think
<inferest rate will naturally be lowered —Yes.

299. After all the ultimate thing will be that the land which stands as
security in a mortgage bank will have to he auctioned in cases of
default, of failure to repay, on the part of the mortgagor I—Yes,

300. Do you think that a mortgage bank in an area in which the Punjab
Land Alenation Act is in force can easily auction leases for the un-
expired portion of 20 years, the statutory period for which land can be
mortgaged #—I think people will come forward to take leases.

301. If a joint stock mortgage bank js started and if it lends on the
security of land, in the case of defaulting clients, it will have either to
manage the land itself or sell ita lease by public auctioni—I won’t
advocate the starting of joint stock banks in roral areas. ,
302. So far as the co-operative mortgage bank is concerned you will be
improving matters by doing away with the Land Alienation Act so that
debentures could be issued on the security of the land i—Yes,

303. You say that one eredit society should be atarted in each village
with a large number of members. Don’t you think the larger the num-
ber of members, the less possibility there is of mutual controlt—We
have to look to the conditions at present, whether smail sccieties are
working satisfactorily or not.

304. My first point is, if the number of members is large, the mutual
control is less 2—Yes, that is so.

305. Secondly you suggest that the members’ property should be mort-
gaged with the co-operative societies —Yes.

305. Is it not against the prineiple of the co-operative movement to em-
phasise property rather than character and mutual help and control +—
Yes, but we must bear ip mind our special conditions.

306, In spite of special privileges that the co-operative movement en-
joys, you agree it has not made much headway. Then why are you
against a jnint /tock bank ?—The profits of a co-operative bank are
all absorbed in the society or the bank itself.

307. But so long as individual property exists and the state has not
committed itself to the establishment of a co-operative commonwealth
there is no justification for making any concessions in favour of the
co-operative movement if it lends on the security of nruperty only1—
No, I don’t agree.

308. Because you l;elieve in & co-operative commonwealth t—Yes.

309. Do you agree that in the urban areas in Delhi especially the co-
cperative movement has not done anything to improve the condition
of the poor classes +—Yes,

31% And do you agree that the movement should be extended that wayt
— es. -

311. Taking the Delhi Province as a whole, and considering the fact
that in this province there are more urban than rural borrowers who
are in necdy circumstances the co-operative movement should be pro
perly extended more to urban than to rural ‘areas +—Yes, &

Mr. Muhammad Amiruddin Malik.
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312, Then you talk about the Ulemas’ influence regarding the princi-

ple of accepting interest. How do you propose to get rid of this influ-

ence i—That will go away by and by. ) ‘

313. Regarding Mobammadan co-operative societies are their many

nolré-oﬂicial Moslem workers trying to promote co-operative movement ¥

NG, - -
314, Did you make any efforts to start any Muslim co-operative’
pocieties here !—1 could not find time to do so.

315. Have you come across any instance where the efforts of non-officials
in the creation of more Muslim societiea or banks have been received
with hostility by the Co-operative Department {—No, I have not.

316, Xr. V. F. Gray: The Chairman asked you in connection with the
regulation of accounts whether the moneylenders are all sufficiently
literate to keep their own accounts. Are you agreeable to their accounts
being maintained in the Negari character i—I have no objection. The
i:oué'ta should bo satisfied with the accounts maintained by these money-
enders,

7. I ask you this because it had been the bome of contention in the
Punjab Act. You #ay that the money-lender should issue a receipt for
every pie received —Yes, in some cases they are evading doing so.

318. Surely a receipt may be demanded under the present law. Would
ou repay & loan in part or in full without obtaining receipts!—
here are illiterate debtors who are persuaded not to accept a receipt

by the moneylender on the pretext that the latter will eredit the for-

mer’'s account duly.

316. Can they not demand a receipt 7—The money-lenders pretend that
they will make the necessary entries in the bahi bkata. The influencs
which the creditor has over the debior 1s s0 much that the latter has
perforce to go away without a receipt,

320. But the law insists on a receipt being given and moreover there is
the stamp duty as well ordaining on all to give a stamped receipt for
sums over s, 20 i—But these money-lenders evade the law by not main-
taining proper receipt hooks, _

3?1. Dou'i you consider that education iz a far more potent factor in
these matters than legislation —But education will take at least 50 to
100 years to change the mentality of people.

322 In what way do you think that the enactment of a law is going to -
do wonderful things in these mattera! Ignorance ia the thing that we
must get rid of, is it not +—Yesa.

323, You say that investment habit has been a very slow growth im
_Indin. I have noticed & suggestion in the papers that to encourage
investment habit “gold certificates’ might be issued. This struck me
aa & good thing. The idea is this—you pay in 0 many rupees or gold
ornaments equivalent and take a gold certificate and at the
end of a specified period say 1 to 5 years the amount is re-
vaid in actual gold or in rupees whichever snits you, with interest.
Say 8 grains of gold and receive 10 after 5 years. Do you agres to
this suggestion of Government adopting such & procedure l—I have no
objection. Anything that will encourage thrift will be suitable.

324. Wili it not be a good thing to prevent ornaments and other valu-
ables being buried I—I agree that it is & good suggestion.

8. Rai Sakib Kanwar Motidal: What sort of relations exist between
the Imperial Bank and the Co-operative Bank !—They are on good terms
with each other. :
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326. I am enquiring about business relationsi—As regards business,
1 miy say ‘that if the Central Bank wishes to remit any money outside,
the Imperial Bank does this business for the Central' Bank at par.

327. And what about the relations between the Co-operative Bank and
the Imperial Bank 7—The Co-operative Bank has got overdraft account

- rlttth the Imperial Bank and draws against securities deposited with the
atter.

326. Lala Bul Kishen : How old is the co-operative movement in Delhi
—I% was started in 1919,

320. When was the Central Bank formed ;- -Tn 1921,

330. And you were the Director of the Bank from the beginning up
£i1l vecently 1—VYes.

331. And you were its Honorary Secretary till last year 1—Ves,

332. The Directors are elected at the annual general meetings of the
Bank t—Yes.

333. And at the gencral meeting the representatives who atiend are
mostly Hindus i—Yes. 4

334. So, all this time you have been elected by a Hindu majority of the
co-operative society representatives 1—Yes.

335. Do you know who was the Circle Registrar here in the beginning
of the co-operative movement 1—I think he wag Atta Ullah Kban.
336. And he remained as such till when 7—I think till about 1924 or
1925. ‘

337. Do you kaow in how many societies the bye-laws impose a restric-
tion that the membership should be restricted to one community 7—I
think none of them have any restrictions of ithe kind.

338. The societies can elect anybody they like as member !—Yes.

339. You suggest that ss a remedy for improving societies amalgama.
tion should be tried. Do you know that amalgamation is going on I—I
don’t know.

840, You puggest: very etrongly the formation of co-operative mortgage
banks I—Yes, with a view to making members independent.

341. Do you know that & meeting was held between the Registrar of
Co-operative Societies in the Punjab and the Chief Commissioner and
they decided that the movement was not strong eoough here to have
. co-operative mortgage banks!—I don’t know of that.

349. You advocate that the general rule of the co-operative movement
should be limited liability for all kinds of societies ?—Yes.

343. You know_ that in the rural agricultural eco-operative ecredit
societies the paid up capital is very nominal in the beginning +—Yes.

344. And they pay up shares in emall instalments in a long period of
10 years?—Yes.

345. On what basig will the Central Bank advance to such primary

societies with small paid-up capital t—When conditions change and

when limited liability is decided upon the Central Bank ought to be

able to advance money on a certain principle,

. 346. How will you fix this principle? Yon will edvanoe up to the value
of shares subscribed —Yen

347. Do you think thai the Central Bank will be safe if it advances
moncy up to this amount to snch societies when it does not know the
position: of memhers 7—That ia the look-out of the Central Bank. They

Ar. Mubammecd Aminvddin Malik,
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should appoint sib-committees in different parts of the Province and it
should be incumbent on these sub-commitices Lo make the proper recom:
mendation to the Central Bank,

348. You were saying that when there were Mohammadan Assistant
Registrars they were forming more Mohammadan co-operative societies
than the population demanded —But these people were traneferred
after their term was over. Up to this time we have got about 43
Mohammadan societies out of which 34 societies wems started in the
beginning and only about 10 societies have been for..ed during the last
5 or 6 years, This is very slow growth. I want something to be done
to remedy this state of affairs. .

340, Would not propaganda by non-officials achieve it $—I don’t think
80,

850. Do you know how much amount the Central Bank had to write off
from the debt due from societies as bad debisi—I don’'t remember.
There is of course a certain amount. -

881, Considering this you will agree that the progress of the movement
should be very cautious I—That is no reason why the movement should
not apread in the villages.

388, Do you know how many oo-operative' societies have been started
ikr; the city during the last three years !—It might be about 10. I don’t
ow.

353. What is the cumber at present 1—1 don’t know the exact number
but they are very fow, ‘

384. You have advocated increased membership in co-operative societies.
Hay; you any idea whether the membership is going up or not i—I have
no idea.

358. You havs said ‘‘the society prefers to confine its dealings amongst
its own members in order to take advantage of the arbitration provi-
sions in case of disputes”. Do vou advocate that the co-operative
societieas should deal with non-members also like joint stock banksi—
I don’t advocate that,

358. What do you really mean by saying that1—I was only dealing in
a general manner, I have said that 'n anawer to question 41.

337. Then you advocate that they should deal with public as well t—
No, I want them to remain money-lending institutions only.

358. Your experience is that the percentage of recoveries is coming down
in the Ceantral Bank +—Yea. ’

388. And still you recommend more money should be advanced. You
say: “Sufficient money is not advineed t3 needy persons at the right
time. This compels the members to go again to the money-lenders’” i—
Thia in my opinion is dus to the fact that co-operative societies do not
take the property of the debtors in mortgage.

360. You think things will be bettered if you take property in mort-
@age 1--Yes. :

341, Then if the ciebbor has not the will to repay, you will have to go
to ocourt +—Yes.

362 Do you, therefore, advocate that societies should lend only on the™
secutity of property +—In this case the dehtar will not fail to repay.
If there are two kinds of creditors, one having & charge on the property
and the other not, the debtor will naturally try to pay up the maa whe
has a charge on his property. .
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3¢8. The Rakti system is very unsatisfactiry, the mahazan gencrall
changes the paper, adding the interest to the principa;ﬁfd a.fteg two o
three years and thus he really charges compound interest at a rate o
not less than 37} per cent. The borrower cannot refuse to change th
paper as he is thl_'eatenesi with a }aw suit and thus the amount of deb
goes on rapidly increasing. About 30 years back about 90 per cent
of the borrowers owned their own houses, but today there are hardh
10 such persons. What happened was that loans were given on th
security of the houses. They weni on accumulating rapidly and it
course of time the borrowers had to sell their houses to the makajans,
The mahajan seldom asks for his money, because he knows that the
longer the money remains outstanding the greater are the advantage
he is likely to derive. The high rate of interest severely checks borrow.
ing for business also. In fact only those persons borrow for businest
who are absolutely certain of profits, or who possess absolutely nothing,

369. At oresent they are mainly suffering because their earnings are
not sufficient to meet their expenses. But there is considerable scope
for increasing their income even in the business of vegetables and dry
fruits if they can get money to do the business. The present arrznge-
ment i8 very unsatisfactory, and a better one js badiy uneeded. The
most sunitable remedy ie undoubtedly co-operation. The community
is on the whole pretty intelligent and are amenable to reason. 7They
" can grasp the principles of co-operation if proper propaganda is
started "and its advantages are made clear. In fact some of them re-
gort to privale institutions who. advance loang apparently on very
cheap terms. Their requirements are largely for business, if proper
financial help is forthcoming their income would increase which would
help them in clearing off old debts also.

370. Thamars.—There are about 100 families, all in debt. Their
average income 1s about as. 8. They are the most depressed class of
people and very few lead an honest and straightforward life. The
muhajan is generally afraid of making advances to them, and conse-
quently they borrow from the Kabuli money-lenders. These Pathans
not only charge an exorbitant rate of interest (as. 2 to as. 3 per rupee
per month) but the methods which they employ in getting back their
money are most cruel and tortuous ard legislation is needed to put a
stop to them. The English missionaries are another source of help
to them. Even they proceed very cautiously as the community ie very

dishonest. -

371. What is needed is not merely cheap credit, but also education in
the use of available credit. General education on the.one hand and
co-operation on the other, would together rmise the status of this class.
The development should however be slow and cautious,

872, Kahars and Kumhars.—There are about 200 families and like
other poor communities, they are all in debt, the average debt being
Rs. 200. They are not as dishonest as the chamars and belong to a
elightly higher social status. They borrow generally for special pur-
poses, such as marriage, death, etc. The banria mahajan is generally
the person who givea advances to them. Co-operation again would be
a great source of help to them.

373. The middle class in Delhi consista very ldrgely of clerks in Govern-
ment and private service. They either borrow among themselves or
from other private money-lenders. They borrow only on special
occasions, ¢.g., marriage, child-birth or othe®’ important ecremony;
someiimes they borrow even to build or buy a house. The outstandin
amounts, however, are not very considerable, as they are educated mg
have a feeling of self-reapect. ‘

Mr. Radkike Narain. '
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74, 49. The main local industries of the Province are, {1) Textile in-
dustry, . lron industry, 8. Gold and silver thread, 4. Leathen and, tan-
ning, 5. Biscuits, 6, Soap, 7. Pottery, & Cap-making ($ha.hda.ra.),_ and
9. Flourmills. Of these the cotton mille are the most important. The
textile, iron, and cap making industries are on a pretty high sca.lg_ and
their requirementa are both for shurt periods and long periods. © The
short pericd requirements are generally for meeting other necessary ex-
penses, and therefore the period for which money is required is not
very short., Their total demands are very considerable, but it is not
possible %o give any statistical informatiou. The rest of the industries
are small scale industries and their financial requirements are generally

for very short periods though money is needed both at the producing
and marketing stage.

375. The requirements of the bigger industries are at present met almost
entirely by advances from the managing agents, or from the owners
themselves, in case of unlimited concerns, while in case of the smaller
ones the snfiukar or the moneylender comes to their help.. The con-
ditions and the rates of interest on such loans have already been dis-
cussed in my note on indigenous banking. L. Shankar Lal, Secretary,
Factory Owners Association, in his interview (copy of which is
attached herewith) has made it quite clear that the present arrange-
ment is very unsatisfactory, as the banks do not render any assistance.

378. The exchange banks exist only to finance the foreign trade of the
country and are, therefore, out of question. The Imperial Bank adopts
a very rigid policy, partly because the rules are rigid and strict, (e.g.,
it can make advances only on podsession of stock), but mainly because
the superior staff is entirely Anglo-Indian, who have no real sympathy
with the industrialists, They regard themselves as merely executive
officers, and far from being anxious are seldom willing to satisfy the
needs of the native industries. As regards the joint stock bauka, in
their present position, they cannot safely take up the business of
finsancing the industries. At present their capital is mostly invest-4
in the ﬁnancinghof what is popularly known as the ZXhatls business.
The nature of the business deserves particular attention. The com-
modity (grain or cotton) is stored and the banks get possession of it
They advance about 80 to B0 per cent. of the estimated value of the
produce. The merchant (say A) retains ownership end sells his produce
to, say, B (only on paper). The purchaser pays only about 1/5th of
the total price, while the rest is to be paid when he actually gets the
commedity. He (B) in turn now sells the commodity to a third person
on exactly the same terms, and so on. On the other hand, the mer-
chant (A) purchases a number of similar stores (tAattic) from the
money he gets from the banks. The entire transactions are on paper
only. 1f the price of the produce goes down even slightly, the merchant
(A) suffers & huge loss not mereldy on his own produce, but also on
the kAattss that he has purchased on paper. This kAatts businees
thus sutomatically leads to speculation and in many cases utterly ruins
the merchant or the trader engaged in it. The banks seldom suffer
as they have posssasion of uce. This is & very undesirable state-
of affairs as it does not render any help to industry or trade. In fact °
this kind of speculation has been continually incressing along with
the growth of joint stock hmm The "position of the indigenous
bankers haa already been discu and it is clear that they oannot

:mt'iier the existing conditions render any help -either to industry or to
rade.

377. There are now only twe altermatives. Either a industrial
bank should be opened or the present Imperial Bank s!?o‘::l'd lIl:e asked
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villages through the influence of wuﬁzrn culture the ancient cystem
is slowly changing, on the whole, the change is insignificant.

353. In the second class we include those whose primary function is
to deal in Aundis. Of course no clear and well defined line of demar-
cation can be drawn between the two and most of the functions are
overlapping, but the field of action of each is generally quite distinet.
The former are found mostly in viliages, their operations in towns
‘being limited to the poorer classes. The latter live mainly in towns
and other centres of trade and deal largely with the business commu-
nity. They are popularly known as shroffs.

254 In this note I shall deal only with the latter class and the word
“indigenous banker’’ would mean a shrof.

384, 57, 59 and €7-68. During the last 20 years the pomition of indi-
genots bankers has undergone a complete change. Before this he was
the most dominating figure in the business community, while to-day he
is thrown in the background and has been replaced by joint stock banks.
He was then the central figure in trade and industry. Every busine«s
transaction both within the city and in the neighbouring mandis passed
through his hands. There was no other institution to give any kind
of monetary help to the business community. The Delhi branch of the
Bengal Bank did some rediscounting business, but the total value of
bills rediscounted was hardly 8 per cent. of the total volume of business
Sinanced by the city bankers

588. The necessary financial assistance was given through the instru-
ment of Aundis, or internal bills of exchange. The system of draw-
ing Aundis has been in vogue from very remote times. A Aundi is
perhaps the oldest surviving form of a credit instrument.

367. Hundsz are of two kinds, darshani (demand drafts) and mudats,
sometimes called miyads, s.e., bills payahle after ficxed period men-
tioned in the Awndi and reckoned from the date of drawing. Mudati
hundis or usance bills included both genuine trade billa and pure
finance bills. These may be drawn for any amount according to the
requirements of the parties concerned, but generally they were of a
fixed value of Rs. 2,500 or Ra 1,500 and were always readily saleable
in lbedmoney market The period of their duration varies from 30
to 90 daya

338, Dursdani Asadis are to be paid on presentation and are saleable
in the market. These are written to finance trade, though in some

cases they are pure finance bills and satisfy monetary requirements for
very short penods

380, Almest all the monetary vequirements of the city wers met by the
indigenout bankers on the security of these two kinds of dwndss.
Practically all the grain merchants of Khari Baoli, the gwr merchants,
the irom merchants, the timber merchante, the kaserws—in fact all the
merchants used to finance their business in this way. Ia many canm
foods were sent directly from the mandi to the export port, bat their
Boanciog was done through Delhi, e.g., in case of
was seat directly from Hathras, Palwal, Kosi, Karnal and ether
mandss, but the financing was done by the Delhi banker.

find that in the moving of crops also they played a very im
part. It should be moticed that the use of usance
extansive and money was advanced on the security of the
ahle kind of paper.

200. The rate of disconnting Awndis depended w a) the eredit o
<drawer, (5) the conditions of the mobney nnr:: (Oon-aqu
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Ordinarily mudati bundis were dis-
.counted at a rate of as. 4 to as. 6 per ceni. This included the com-
mission of artie, to whom it was sent for eollection, and the remit-
tance charges also. The commission charged on darshanj hundis was
generally Re. 1 per Rs, 1,000,
391. 56, 62, The functions of the indigenous bankers were many but
the most important was undoubtedly the Aundi business. They gene-
rally transacted the following kinds of business:—

(1) Purchase, sale and discounting of hundis.

(2) Accepting deposits, both on the current accounts and for
fixed periods. The volume of deposits on current account
was generally very considerable, as banking facilities of
the modern type did not then exist. Fixzed deposits were
generally for 2 months. The rate of interest paid to de-

* positors varied according to the market conditions and the
personal credit of the depositor had ranged between as, 4
to as. 8 per cent. per month,

{3) Encashing chegnes and notes. The commission charged on
such business was generally as. 2 per cent.

(4) Keeping valuables in safe custody.

(5) Advancing ioans against (a) promissory motes, (b) moitgage
of landed property, (¢) mortgage of other kinds of pro-
perty, e.g., gold and silver' ornaments, () stock in trade.
{On the whole the use of pro-notes was much less than at
the present time). The rate of intersst on loans on pro-
noteg varied from 7} to 9 per cent. per annum.

* 3

16) To give advances on railway receipts.

About 20 years back there were about 200 indigenous bankers in

the city of Delhi. Of these there were hardly 50 who lived entirely on
their banking business. Along with the banking business they gen-
erally carried on some trade, e.g., trade in bullion, iron, cloth, ete.
Landed property was another source of their income.
392. 58. The major portion of the capital of the indigenous bankers.
was their own: Deposits from individuals supplied, generally speak-
ing, about 1/5th of their working eapital. They could also get credit
“advances in the form of rediscounts from the Bank of Bengal up to &
fixed limit (this limit was fixed in the case of every banker according
to his Aatsiyat). In the busy season about 20 per cent. of their work-
- ing ¢apital was supplied by the Benga) Bank. Quite a large number
of them worked like accepting houses. They were bankers of great
standing and eredit in the market. Their busineas waa to purchase all
~gorts of hundis at a rather high rate of discount and after endorsing
- it to sell them to other shroffs at a slightly lower rate.

393. Two thingr are quite evident. Firstly, the indigenous bankers
" rendered magnificent services in the financing of internal trade and
industry, though it is practically impossible to give any statistical
" information. Secondly, the money market was very well organised.
There was a continuouns gradation from the big bankers who enjoyed
very wide reputation even outside the Province to the accepting houses,
‘to the smallest banker who combined most of the functions mentioned
above. Temporary businesa requirements were met on the security of
a negotiable kind of paper. N

394, To-day the position ig altogether changed. An indigenous banker,
in the real sense of the term, no longer exista. There are hardly 30 to

Mr, Eadkika Narain,
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40 firma (including pa.rtnerahipss who do any banking business at ail,
and even with them it is only theiz side business. They are really
morchants and money-lenders doing some Aundi business now snd thea.

385. The deposit business hais been entirely captured by the banks, who
command more confidence. Besides the joint stock banks. deposits
attracted by the exchange banks, the Imperial Bank, Post Office Cash
Certificates, loans floated by the Government and public bodies, ehares
of limited companies, have seriously eaifected the resources and
capacity of the indigenous bankers.

396, As regards the Aunds business, it iz in the firat place considerably
reduced. In spite of a vast increase in the total volume of trade, the
circulation of Aundis is hardly 25 per cent. of what it was before.
Unance hundis have, in fact, altogether disappeared and have been re-
placed by a system of direct borrowings by giving one anna stamp
receipt, popularly known as dastavez These loang are generally ad-
vanced on the personal security of the borrower, though landed pro-
perty, gold and silver ornaments and other kinds of property are also
taken as security in some cases. The rate of interest charged varies
from 3 to 8 per cent, according to the market conditions and the eredit
of the borrower.. The increase in the stamp duty onp usance bills from
6 pies to one annu is aleo largely responsible for this change.

307. Secandly, new methods of making remittance have been intro-
duced. The existing remittance facilities besides hundiz are:—

{a) Bank drafts and cheques—the system of remittance by cheque
is very cheap and is largely replacing Aundis.

(&) Direct bank tranafers when the bank has its own branch in
the ocollecting mandis. This ia very important as the
Imperial B has opened branches in almost every centre
of trade. The Railway Receipt is sent through the Bank
which collects the money and sends it back at a very low
coat. In fact till very recently the Imperial Bank did not
charge anything for remittance up to Rs. 5,000—from those
who have their current accounts with, the bank.

{¢) Postal money orders are uted only to a very small extent

898, It is to be noted that in the Aunds business the joint stock banks
do not direct.l%oompeto with the indigenous bankers as it _is mome-
times stated. With the exveption of the Centra! Bank of India no
other joing stock bank in Delhi does any Aundi businesa at all and
this bank too deals only with the sAroffs. The Imperial Bank is not

suthorised to directly purchase Awndis in the market, but can only
rediscount them. i “

"308. It is only indirectly by cutting off their sources of working capital
and subst.it-utin& other and cheaper means of remittances that the
0

competition of banks has affected the position of the indigenous
r.

400. But the policy &“m“’ by tha Imperial Bank iz the most import-
ant cause of this change. As alroady said, the Bengal Bank had
granted certain facilities to approved bankers in the form of redis-
counts, there being a fixed maximum limit in sach case. The Imperial
Bank has considerably reduced these financial facilities. Not only
that. The high rate of discount of the Imperial Bank seriously affecta
the use of Aundis. Sir Basil P. Blackett, former Finance Membey to
the Government of India, complained of want of genuine Aungis, but
he forgot that one main reason for that was lack of proper rediscount
facilities. The Imperial Baok cannot rediscount below @ per cent.,
YOL. 1V o
» ~



wkile generally the rate is T per F :

discount sericusly hampers the growth of trade bills Further, it has
drawn a line of distinction between the indi the
joint stock banks. To the latter it has granted certain remittance
and financial facilities. 1t is prepared to advance large sums to them
whenever they require and charges only balf-anna per eent. for remit-
tance, while from the public (includirg indigenous bankers) it charges
one anna per cent. In fack it treats the indigenous bankers like ordi-
nary individuals ;

40]1. The present state of affairs eannot be regarded as satisfactory. The

then get it rediscounted at the Centvral Bank of the country which
should be authorised to give loans to unlimited amounts on the
securiky of iniernal bills of trade Unless the wse of dundiz in en-
eoaraged, the money market eannck be orgsnised, and meeds of the
market cannof be faully satisfied

practically impossible unleas the indigenocus banker stands hetween the
Imperial Bank and the joint stock banks on the one hand, and the indi-
vidual traders and bosiness men on the other. No joint stock bank ran
afford to know cach and every business man and thevefore eannot deal
in Awadis unless they are properly ecountersigned by some well known
indigenons banker who is prepared io deal om behalf of hin elienta
In no part of Indis is it possible io extend banking facrilitien of the
modern type io meek all the requirements of the place. The ressoms
why no other machinery can supersede the indigenous bankers are:—
1. The indigenous banker ia in very close towch with his client
and has & personal knowledge of all his affairs.  He has,
therefore easy and simple means of desling with kim with

terms of payment and without lengthy formalities
4. Yery often the indigenocus banker takes a persomal imterest
in the business of his clients
203 79, Thos every effort should be made $0 strengthen the pesitiom of
the indigenous banker.
404 In the first plare they should be recognised by the Goverzment

order to command more eredit in the mosey market In retwra thme

bankers thould epem their accounts with the Imperial Baak

4% Secondly, adeguate financial facilities should be previded for them,

sinee their diffculties are in a large measure due to lack of funda 4
p

already explained, their resources have been dried The
Bank or the New Reserve Bank, as recommended by the Hilwoa X

M. Bodljile Narem.
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Commission, should be willing to rediscount Aundis up to any limit,
if endorsed by recognised bankers of standing. At present even the
joint stock banks are unwilling to rediscount their hundts, and they
seem to have & prejudice sgainst the indigenous bankera, being their
competitors to a great extent.

T8, The Imperial Bank, on the other hand; should not be allowed to
have any direct dealings with individuals. The situation will be cou-
siderably improved if a new Reserve Bank functioning as a purely
bankers’ bank and Government’s bank is opened on the lines recom-
mended by the Hilton Young Commission. The reasons are apparent.
The Imperial Bank enjoys many privileges. It keeps Government
balances free of interest, Municipalities, trusts and other public bodies
also keep their funds in it. It also attracts large volumea of deposite
from individuals as it is regarded as a semi-oficial bank. [Fts competi-
tion with other banks and bankers is, therefore quite unfair.

407, Further, when the bankers are properly recognized, they should -bhe
treated by the Central Bank in the same way as other joint stock banks,
s.e., the same facilities and privileges should be extended to them.

408. In many amall places the Imperial Bank has no branch of its own.
The Government is continually transferring the railway and Post Office
receipts from these small places to bigger places. This state of affairs
is very undesirable and can be easily remedied by utilizing the indi-
enous banker. He may be given part of these (Jovernment balances
ree of interest in proportion to the work he may do, while in return
certain restrictions might bs imposed on him, e.g., he should be com-
Eelled to keep a certain amount of minimum balance with the Imperial

ank. This minimum is not to be a fixed sum, but should vary accord-
ing to the standing and volume of business of the banker. In other
words, he would act as an agent of the Imperial Bank.

408, One other oause of the decrease in the business of indigenous
bankers is the loss of confidence in them due to & large numbar of in-
solvencies during the last 15 years. Some of these were the result of
wild speculation during the War. Good many of these indigenous
bankers then speculated largely in bullion and sovereigns and many
wore utterly ruined. After the war quite a large number of dishonest
bankers voluntarily declared themsolves insolvent and the result
wag that bankers, as a class, lost their credit. The Insolvency Acts are
in a way recponsible for this state of affairs. In the first place as soon
as the court receives an aiplicntion for insolvency, it must declare him
insolvent, whatever may be the condition of his assets and liabilitiea.
The long period and the lengthy procedure in the courts are other real
drawbacks, The interval gives sufficient time to a dishonest man to
3metly settle down and manipulate his affairs at leisure, The next
efect lies in the appointment of the official receiver. The measure of
corruption at every step in the lengthy procedure in the Indian Courts
is well known and thersfore need not be commented upon here. The
very appointment of Lhe official receiver finishes the case from the point
of view of the creditors, and it is seldom that they get anything subs-
tantial even after the final decree. These defects can be remedied by
adopting & summary procedure of dealing with such cases of iusol-
vencies and abolishing the system of official receivers The scheme.
put forward by Messrs. Nannai Mal Jankidas is worthy of nutice
{(Appeundiv -IV—page 44). According tc them the entire affair shonld be
deait by the creditars themselves who will etect & committes of Moo or
ﬁv: to examine and audis the account booka. The advantages of this
scheme are:—

1. The prooedurs is not lengthy.
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2. The creditors come in very intimate contact with the banker,
and are the only persons who can do real audit, and not
merely nominal audit,

3. There is less room for bribery and corruption.

4. At present the creditors give up all interest as soon as the
banker closes his doors and very few of them appear in the
court. But when they will be given sufficient hope, they will
show more interest in the case.

410, One more important point deserves very careful consideration.
The superior staff of the Imperial Bank ia entirely European, and they
have no real sympathy with the native bankers, thsir methods and
customs. In fact they entertain a certain amount of prejudice against
the latter. They are drawing very fat salaries and seldom show a real
desire to help internal trade and industry. They think them-
selves as executive officers who have to act in accordance with fixed
rules and regulationd. If they adopt u less rigid policy and take in-
terest in the evelopment of the business of the shroffs, they can render
very valuable assistance to banking in India. This however is not
possible under existing conditions, the methods, customs, traditions
and the mentalitv of the parties concerned being so widely divergent.
The remedly lies in a complete Indianization of the superior staff of the
Imperial Bank. This fact is very imporiant because the psychology
of the people plays an important part even in business matters. No
proper understanding among the various memberz of the money market
iIs d;_)ossible unless the entire superior staff of the Imperial Bank is
udian.

Ar. Radhika Nearain.



APPENDIX L

BUMMARY OF INTERVIEW WITE L. BANwaRr Lat Losya avp L. JaNari
ML, PROPRIETOR AND MANAGER, RESPECTIVELY, OF THE FIEM OF
Buawa Mar Guorzarr Lay, Caawry Bazar; Derar.

411. 66, Functions of the indigenous banker in the city of Delhi were as
follows ;:—

(1) To purchase, sell and discount Aundis

(2) To reccive deposits, the rate of interest paid on deposits
being generally 54 per cent, per annum.

(3) To cash cheques and notes, the rate of discount being -/2/-
per cent, ; .

{4) To give advanoes on railway receipts.

(8) To lend money on pro-notes. The rate of interest charged
on this kind of loana varied from -/10/- to -/1%/- p.m.,
s.e.,, from 7} per cent. to & per cent. per annum.

412, The most important was undoubtedly the kunds business, loans on

ro-notes and advances on railway receipits being comparatively
nsaignificant, Before the war there were about 200 bankers, and about
50 of them lived almost exelunively on banking. Landed property
was another important Bource of their income. Some earried on trade
also, but in the majority of cases, the major part of their income was
derived from their banking business.

There were two kinds of Aundss in the market.

413. 57 and 89, Darshani Aundie and mudatts Aundis, both being very
widely uqed, the latter kind of Aunds was the real source of financial
assistance to the business community.

414. 84 (5) und 8. Since the war a very large number of the in-
digenous hankers have failed. To-day there are hardly 15 to 20 bank-
ers in any real sense of the term, und even with them it is only their
aide-business.

418. The decline in their business in entirely due to the competition of
the bankers who command more confidence in the money market than
the indigenous bankers, and have their own branches in aimost every
big centrs of trade. The most important causs, however, is the fact
that joint stock banks receive huge sumas on ourrent accounts on which
they practically pay ng interest. The indigenous banker on the other
hand has to pay at least -/7/9 p.m. even on current mccount,

tTE. The compstition of the Imperial Bank is even more keen. The
volume of deposits with it is very large as it is regarded as a Gov-
ernment’s Bank. Moreover it keeps Government . balances free of
interest. Municipalitiea and other public bodice and trusts also
depoait their funds with it In fack its competition in the market in
unfair. For example, for thoss who have their current accounta with
it, it makes remittances up to Ra 8,000 without any charge.

417. Further, the Imperial Bank treats the indigenons banker very un-
fairly. For example, for remittances it charges half anna per cent.
from the oint stock banks bud -1/ per cent from the indigenous

. Similarly, as regards othen kindr of facilities the indigenous
banker is treated liks an ordinary individual
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418. In order to make the indigenoug banker more serviceable to the
community, they should be recognised by the Government so that they
might command more credit and attract more clientele. The Imperial
Bank ovcupies a privileged position and therefore it ghould not be
allowed to compete with other banking concerns, It should not be
allowed to deal directly with individuals. Moreover the facilities
that it has granted to the joint stock banks should be extended to the
indigenous banker.

419, 76. 'With the revival of indigenous banking in town the use of trade
- bills would -automatically increase, as some of these indigenous bankers
" would act as accepting houses. Every effort should, therefore, be mads
to strengthen the position of the indigenous banker.

420. The stamp duty on trade bills is also very undesirable and should
be abolished. This would considerably help in increasing their
circulation. {

Mr. Radhika Nearain.



41

APPENDIX II

SUMMARY OF INTERVIEW WITH MEessrs. SAaM Lau Raw Saran Das,
BarTaNwaLds, CHAWRL Bazaw, DeLHL

421, In the city of Delhi there are about 50 Kaseras. No body does the-
busineas on & -big scale. The capital invested in it is mostly, if not
entirely, personal. With the exception of 4 or 6 merchants who have
invested about Rs 20,000 each, the rest have invested about Bs. 3,000
to B'sv 5!mn Qaﬂh- X

422, The principal mandis wherefrom the goods are imported are Bomnt-
bay, Caleutta, Hathras, Rewari and Moradabad, The sheets, however,
come entirely from Bombay. The aritas in these mandis make pur-
chase on behalf of thein clienta in Delhi. The railway reteipts and
the Aundis are generally sent directly to them. Payment is made by
instalmenta, The Delhi merchant buys Aundés on these mandis in the
market and sends them to his artias.

423. The artias leave a margin of 7 days (somotimes 15 days, though*
very rarely) from the date of purchase of goods for repayment of their

Aund¢, after which they charge interest. The rate of interest charged

is generally -/12/. per cent. per month, though sometimes it falls to

~f10/- per cent. p.m,

424. They charge a commission of -/8)- per maund and make purchases
on behalf of their clients up to a fixed maximum amount, which dependa

upon the credit of that merchant in the market. Consequently, in the

busy season the kaseras feel, relatively uspeaking, scarcity of money.

For example, in the months of October and November 1929, a large

number of marriages were celebrated due to the passing of the Sarda

Child Marriage Act. The marriage season is the busy season for the-
daxerax, but they could not meet the total demand due to lack of funds.

A large number of peopie, therefore, imported the bigger and the more

costly utensils directly from outaside. Some of these merchants take

loans whenever necessary, but the oconditions under which they ecan

borrow from private moneylenders are generally repugnant and dis-

courage loars even for business purposer. A better agency is needed’
to mect the temporary financial requirements of these merchants,
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4%5. The business of the indicencus bankers has considerably declined
dunn_gthe Ia.stgn years. Before this there were about 150 bankers in
ﬂmezr.yof])elhl._Itistruethumt,ofthesetherem'luniyafev
‘who depended euntirely on their banking business, most of them having
other sources of income also, sach as commission agency and landed pro-
perty, bat in the majority of cases the banking business was the most
mmporéant.

426. To-daw the position is entirely reversed. Although the number ol
persons who are doing some kind of banking business may still be
-about 1%, the bousiness is hardly 25 per cent. as compared to 20 years
aga. The indigenous bankers of to-day are really merchants and

oiraders doing some work that they happen to get 3s a side business.

4%7. Formerly the functicas of these mdigenous bankers were many, bat
the most important was the purchase, sale and discounting of hwsdis.
This was their principal source of income. Next in importapce was
to receive deposits both on current accounts and for fixed periods (gen-
<rally for two months). The rate of interest paid on deposits varied
froam -/4f- to -/3/- per cent per mensem. Equally important was the
business of direct money-lending on pro-notes. As the money market
was not organised and people were not guite familiar with notes and
-cheques, the work of encashing notes and cheques was also one of the
functions of the indigenous bankers At times they used to indulge
in speculation also, ¢.g9., during the war.

4235 To-day with the exception of hundi dealings and dirert money-
lending on the security of one anna receipt, the indigenons bankers
rarely do any other backing business No doubl some of the big
banke-s do receave some deposita, bat this bosiness has been aimost
entirely captured by the banks

479 There are two kinds of kaadis in the market, riz, mudatty bundis
and dervhani hundis. Formerly both were of equal importance but
to-day the former kind of Awadi has practically disappeared from the
market. The cirenlasiion of dershen: huadiy bas also considerably
declined.

430. The market rate of wndis depends upon (e) the credit of the drawer
in the markei () the conditions of the money market, i.c., when there
is a scarcity of money, the discount rate goes up, and rice verra.  Gen-
erally, mudeti hundis are discounted at a rate of -74/- to -/6'- per
cent. which include the commission charges also. A commision of
Re. 1 per Bs 1,000 is generally charged on darskeni kendis. .
The decrease in the hwadi business is due to the following camses:—
System of remittances by cheque.  This is more e_mmient,
© ially becan=e the Imperia! Bank has opened its branch-
es in every town and meadi. .
(b) Railway receipts are sent through the banks that have their
branches in slmost every mend.. Thes momey = collected
) and remitted without the use of any kind of negotiable
instroment,
Mr. Pedhilea Yarain,
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{c) The increase in the stamp duty from -/1/- to -f/1/8 per vent.

is responsible to a great extent in reducing the use of
§nudati hundis.

{d) But the most important is the want of funds with the indi-
genous bankers. The rediscount facilities afforded by the
Imperial Bank to “approved bankers’” have been consider-
ably reduced. Moréover, it rediscounts only when the bank

rate is above 8 per cent, The joint atock banks in Pelhi-
are, with the exception of the Central Bank, doing very

little rediscounting business

433. On the other hand, deposits are all attracted by the banks. Thus
the indigenous bankera are not left with funds to carry on Aundi deal-
ings on a large scale, :

433, The decline in the use of hundis has seriously affected tho trade
and industry of the Province. It was only through this kind of paper
- that temporary business requirements were usually met. The banks do
not give any material assistance to industry and trade. The exchange
banks confine their business to the financing of foreign trade. The
Imperial Bank has very rigid rules for advances and charges a very
high rate of interest. The joint stock banks neither directly purchase
hundis nor rediscount to any great extent and seldom make advances
againat the mortgage of property. Their business largely consists in
making advances against pomssession of agricultural produce, popularly
known as the business of Khattis. This gives rise to speculation which
has considerably.inereased with the growth of joint stock banking.
Thus thess banks instead of helping trade and industry only encourage
speculation, - *

434. In Delhi, as in the rest of India, the temporary business require-
menta can be met only through the agenecy of this indigenous banker.
As extensive use of trade bills is not possible without him, as he alone
is intimately connected with the ordinary business man in the city. He
can advance money on any kind of security on his own risk and is not
bound by any rigid rules. Every effort should, therefore, be made to
strengthen hin position. He should be definitely recognised as an essen-
tial member of the money market. s

P
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APPENDIX 1V,

SoMMARY OF INTERVIEW WITH Mzssre. NavNai MaL Jank: Dass, BANEERS
AND IRON MERCHANTS, CHAWRI Bazar, DeLHI,

435. Formerly (about 15 years back) there were about 150 to 200 indi-
genous bankers in the city of Delhi, but to-day there are hardly 20
persons (including unlimited partnerships) who do any banking business
at all. Even they do it as a eide business, their main business being
something else. '

436. The functions of these indigenous bankers were many bui most
important was to meet the financial requirements of ‘trade and industry
both by direct loans and indirectly by discounting Aundis. The gradual
disappearance of this class of bankers has resulted in a considerable
reduction in the circulation of mudati hundis,

437. There are several reasons for the decay of-their business. Compe-
tition of backs, especially of the Imperial Bank, is one of them. But
the main reasons is the loss of confidence of private bankers. Quite a
large number: of dishonest people voluntarily declared themselves insol-
vent, and by cunringly manipulating the accounts robbed their clients,
It was but natural that people should lose confidence in them, and
transfer their dealings with the banks.

438. For this loss of confidence the insolvency law is very largely res-
ponsible. It is defective both in its scope and procedure. The most
undesirable feature of the present act is the appointment of an ofcial
receiver in case of every insolvency. The procedure is very lengthy and
the intérval gives sufficient time to the insolvent to quietly seitle down.
g‘he creditors seldom get any thing substantial even after the final
ecree. :
438 The present Insolvency Act should be so amended as to make it
more difficult for anyone to declare himself insolvent. The system of
official receiver should be abolished. Instead, the creditors should meet
immediately after the application for insolvency is received by the court
and elect a committee of 4 or 5 persons to examine and audit the
account books, The creditors come in daily contact with the banker
and know the real nature of his transactions. The method of elections
for the committee is very important. The number of votes should be
in proportion to the .amount due by each creditor, every one being
entitled fo at least one vote. If dishonest and voluntary insolvencies
ars thus checked, the indigenous bankers should be able to re-establish
their- lost confidence, and the much desired Aundi business would
automatically increase,

AMr. Radhika Narain,
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APPENDIX V.

SUMMARY OF INTERVIEW WITH L. BHANKAR LaL, SecRETarY FacTory
OwNERs AssociaTioN, DELHI.

440, Cloth mills, iron works, flour mills, potteries and biscuit factories
are the principal industries of our Province. The most important is
undoubtedly the cloth industry, though the total investment in the iron
business is also quite substantial. The financial needs of these two
industries are both temporary and permanent, while those of the rest
are mostly temporary. ’

441. So {ar as permanent investments are concerned, the owners should
supply the necessary amount of capital themeelves. The temporary
requirements are at present generally met by advances from the Manag-
ing Agenta, though sometimes borrowing in public is also resorted te.
The method is, however, very unsatisfactory. The exchange banka
totally refuse to make advances for financing industrial concerns.
Their main functions are to finance external trade and keep deposite.
The Imperial Bank has very rigid rules so far as loans are concerned.
It is prepared to make loans to industrialistsa on possession of stock
Its rate of interest is also very high, as it charges at Jeast 1 per cent.
above the bank rate, which goes up to 7 or 8 per cent. in the busy
serson. Moreover sometimes it offers preferential treatment, se., it
makes advances to the Birla Mills without taking any &ecurity.
Generally, however, the preference ia base? on racial distinction.  In
fact the Imperial Bank does not give any real help to the industries.
The Indian joint stock banka oun the other hand, cannot afford to give
any material assistance because of lack of funds. Again the rate of
intereat that they charge is also very high (seldam below 7} per cent.).

443, Owing to these difficulties in getting the necessary financial assist-
anoa the industrial concerns are suffering badly. The total require-
ments are very considerable and therefore some means must be adopted
to meet them. It should, however, be remembered that we have to meet
only the temporary needs, and all do not require at one and the same
time, although considerable suma of money are sometimes needed for
the whole season, ¢.g., for the purchass of cotton in the beginning ef
the ssason. Under the present oonditions the Imperial Bank alone ia
in a position td render the required assistance. Its conditions for ad-
vanoes to industrial eoncerns should be mzde less rigid and no kind of
proferential treatment should exist,

443. Another alternative would be to open industrial banks financed by
Government. The former method is better, becauss it would save ihe

unnecessary oxpenditure involved in the establishment of & separate
institution, :
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-{Oral Evidence.)

447. Chairman: You are lecturer in Economics in Hindu College,
Delhi i—Y¥es.

448. How did the idea of conducting the enguiry the result of which
you have embodied in your memorandum occur to you! You felt mte-
rested in the subject i—I am interested in this subject; I took up bank-
ing and currency as & special paper for my M.A,

449. Did you go out in the villages to make enquiries or did you confine
your activities to the city only 7—I made enquiries in the city only.

.450. Did you visit certain mohallas in the city ?—Yes.

851, L. Shri Ram: In reply to Question No. 49 of the questionnaire
you say: “The Imperial Bank adopts a very rigid policy. partly because
the rules are rigid and strict, e.g., it ean make advances only on posses-
sion of*stock’”. Have you studied the Imperial Bank rules +—That ic
what I have come to know from some of the interviews, i.e., the inter-
view with L. Shankar Lal, of which a copy has been sent to you,

452, 1 simply want to know, are you certain of this fact, because my
information is that the Imperiai Bank dees advance clean loans, as
they are called 7—As far as I have come to know, I think they advance
only ‘on the security of stock; of course it gives certain preference to
certain persons also. ’

453, T am only asking if the information given by you was taken from
the Imperial Bank rules3—Certainly not.

434. In your memorandum you say: ‘“There was no other institution to
give any kind of monetary help to the business community . . . . .
mudati hundis may be drawn for any amount according to the require-
ments of the parties concerned, etc.”” Now what powers and what
functions would you give to the industrial bank {—It should advance
long period loans, funds for investment in industries and'short period
Ioans, if possible.

455. Will these industrial banks be able to do other business or not;
"how will they compete with the present joint astock banks i—Their
business will be entirely to finance industries and not to do any other
kind of business; for example remittance business.

"456. How will they raise capital 3—They should issue debentures.

457. What should they do with their money in the slack season {—In
- ¢ase of industrial banks probably there would not be any definite slack
weason,

458. Do you think so I—Yes. .

459. In your memorandum you say regarding khatiks that, “makajan
lends money generally for short period at } anna per rupee per month.
In many cases the rate of interest goes up to 3 pice or 4 pice per rupee
depending upon the nature of the requirements of the borrower and
also upon his personal standing”’, and them in the last line you say
that “‘such loans are seldom repaid”. My experience 1s that there is
quite a big number of people with whom borrowing is a habit, like the
taking of wine, and they cannot get out of it Do you think it is the
rame conditions with thatiks, etec. I—Not exactly; as I hage mentioned,
there are two purposes for which they borrow. One is for purposes
of earning and the other is extraordinary purpeses, for example
deaths, marriages, etc. The latter kind c¢f loan is seldom repaid,
because they are living from hand to mouth. Of course the latter kind
* of loan is a kind of habit and they do borrow occasionally.

Mr. Radkhika Narain,
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460, If it is a kind of habit, then the whole trouble is not the indigenous:
banker, but really the necessity of social reform amongst them; what is
required is education and sacial reform i-—In the case of the kkatik com-
munity that is not the case. They borrow for business purposes. In
fact they do not borrow for other purposes except on special occasions.
such as deaths or marriages, and the- (ore for this community the trouble
lies with the banker and not with i'ilem, because they borrow for their
business purposes, and the bankers charge a very high rate of interest.

481. Does not the rate depend upon ‘the nature of security i—I¢

depends upon the naturs of the requirements and the security of the
borrower,

462, If it depends upon the nature of the Vsecm"ity, then what complaint
have you got1—The complaint is that on his failure to give good
security, he has to pay an exorbitant rate and along with him the

honest borrower, does alsq pay the same rate, ti.e., 37} per-cent. per
annum, and it is the latter who suffers.

463. Have you collected any statistica to show how much money was
advanced during the last fow years and how much of it was recovered
and how much not recovered —I have not made any definite calcula-

tions, but from my enquiries I have come to know that out of ten
cases one was a defaunlter, .

464, Supposing an indigenous banker advanced Rs. 5,000, how much of
interest and how much of capital was realised, what perqefitage of
interest did he realise 7—So far as interest is concerned, should I 'nﬁkp
some allowance for the trouble that he incurred. N

46b. No 1—He realises about £5 per cent. per annum.

466. But you have mo facts to prove it i—This is the result of my per-
sonal enquiries.

467. You say chamars are very dishonest people and all sorts of things.
about them. How have you come to know of their being like thati—

As I have said just now, it ia the result of my personal enquiries. I
have been going to their places.

468. Why do they earn 8 annas a day, while the &hatsks earn Rs, 9 or
Re. 3 a dayf—Because of the nature of business they do.

469. Prof. Chablani: The rates of interest chargéd to poor urban com-
' munities mentioned in your memorandum are gross rates of interest

‘nntd m:t the actually realised net rates !—Certainly, gross rates of
interest.

470. You say that on an average the debt per fomily of a kkatik is
Ra. 300. One year's interest at the rate of 37} per cent., per annum
on Rs. 200 borrowed by one such family would amount at the end of
tive year to Ra. 978 including principal, and for ten such familics it
would amount to Rs. 3,750. In how many out of 10 such casea, does the
maoney-lender lose hig entire amount !—In one out of ten.

471, If the money-lender loses in one out of 10 such cases, that will knock
off Re. 276 from Ra. 750 interest due to him —Yes,

472, What percentage of loss does this make t—It comes to about 13
per cent.

478, So the realised rate of interest will come down by that much$—
About 12} per cent.

474. You may that the men who deal with these peopls, lend money in

amall doses or in small amounts. On an average how much time wi

he take $0 deal with ten families a day *—I think about sn hour a day.
[ 4

-

*

-
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475, With ten people at a time to recover principal and interest from 7—
He goes to them every day.

'476. Do you mean to tell me that he will take only one hour a day in
-dealing with 10 families —Certainly not more than 2 hours.
477. Have the money-lenders sometimes to go to the law courts 7—They
have to go.
478. Have they to get some documents written sometimes1—Of course a
good deal of time and inconvenience is caused to them.
479. In case of recoveries also they have to deal with the bailiff and
others I—VYes,
480. So that the gross rate of interest contains a large proportion of
his earnings of management or compensation for expenditure of time
and labour 7—Yes. You have to take into account also the trouble in-
volved in dealing with these people and also the risk of losses.
481, Obviously where the security is nil, there must be a higher rate of
“interest +—That is plain,
-482. The only way to improve these people would then be to make the
security better 7—-Yes.
483. What do you suggest to make the security better for banking
purpdses 1—I have suggested co-operation.
484. Ygu suggest then that you will have to orgnanise their security
'3!} the basis of joint liability and some system of mutual control #—
8.
*.485. Now that agency must mean a certain amount of cost of manage-
ment, etc.—Yes,
486. Now no banking organisation or a joint stock bank or even a
respectable shroff would deal with these small men without substantial
-gecurity, and you therefore suggest that the only agency possible is a
-co-operative eredit society +—Yea. ) _
487. In your memorandum amongst other things, you mention the
Kabuli money-lender. So far as Kabuli money-lenders are concerned,
-do they experience any difficulty in realisation ¢—They have no diffi-
~culty. .
488. Do they have to go to the law courts i—No.
489. In their case there ia no risk of loss i—No.
490. Now I wil} take the case of Eahare who you say, generally borrow
for unproductive purposes. What you need in this case is restriction
-of credit, and not the extension of credit, because it is enly by restric-
tione that you ean make it more difficult for them to borrow for unpro-
ductive purposes +—Not restriction of credit, but expansion of credit,
 because they are not really dishonest people like chumars, What is
-needed is restriction on their expenses.
491, Which means that at the present moment they are spending more
upon marriages, ete., than they shounld —Yes,
492. Then what they really need is some agency to restrict their borrow-
ings 1—No, but to control their expenses. :
493. There can be no curtailment of expenditure except by
on their borrowings ¥—It can be done by propaganda.
494. No credit agency can do this sort of propaganda, if you give
them more facilities to borrow —The credié agency should not restrict
borrowing, but should start propaganda to decrease the expenses on
- unproductive purposes, S
'~ Mr. Radhika Narain. T .
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decline in the deposits. How would you restore that ?—If the indigen-
-ous bankers were asked to keep a certain amount of minimum balanch
with the central bank, they will be able to regain confidence of the
publie.

'510. What you want is some kind of legislation requiring these indi-
‘genous bankers to keep a certain portion of liquid resources against
deposits in the central bank {—Yes.

511. That sort of regulation is necessary if public confidence is to be
restored +—Yes.

" B2 1 pass on to your next point. You also mention there that the
business to those places is concerned where there are no bank branches
‘on. account of competition of the banksi—Yes,

513. But the banks cannot compete with him so far as the remittance
business to those places is concerned where there are no bank branches{
—Of course the banks cannot compete with him in such places.

514, At the present moment he has got that source of profit and at
such places hig is the only agency for purposes of remittance i—He has
not suffered in places where there are no bank branches, but in places
where the banks have got their branches his business has suffered.

515."Do you mean to say that in the places where the banks have got
branches remittances through him are not cheaper #—Yes. :

'536. You suggest further that what is needed is better rediscounting
facilities. You mean discounting by the banks$—Especially by a
banker’s bank.

517. In your raemorandum you say that the stamp duty on Aundis
shmggl b; abolished. Do you think that would increase the volume of
work 1—Yes.

518, What elsc would you suggest t—I think the revival of the indi-
genous banker would automatically strengthen the position and in-
crease the volume of trade bills.

519. In your memorandum you suggest that he should be givem part
of the Government balance free of interest in proportion to the work
he will do, How can a bank know beforehand what work he wijl doi—
At the end of the year he may be given some rebate.

520. So that in case the volume of his business is larger, he will be
given more rebate i—Yes,

521. You mention on page 8 of your memorandvm that another canse is
insolvency law. Have you no suggestions to make as regards the
change in the insolvency law beyond the fact that there should be no
official receiver +—And instead of the court the business of auditing
the accounts ghould be done by & committee of the ereditors.

522, Chosen by creditors by votes in proportion to the amount of debt
due to them ?—Yes; supposing the insolvent owes Rs. 10,000 to one man
and Rs. 20,000 to another; the latter must have double the votes than
the former.

523. You would like to have more votes in favour of the person whose
outstandings are larger in proportion to the amount of his total of
debt 7—Yes, on the above analogy he should have double the votea.
524. You want complete Indianisation of ‘the Imperial Bank Staff.
Are you aware that a Jarge number of the shareholders of the Imperial

Mr. Kadlika Narasn.
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Bank are Enropeans! QObviously the shareholders must have a woice .
in determining the staff 1—I don’t say that they should not have a
voice, but what I want to emphasize is that in the case of the central
bank the shoreholders should be saked to forego their interests for the
benefit of the country. -

525 What you mean to say is that the central bank of the country
should he mure Indianised in respect of the superior staff 1—Yes.

826. Mr. F. F. Gray: Running all through your memorandum is the
feeling that the Imperial Bank is very unsympathetic, and you want
an industrial bank in its place which would help the industries more
sympathetically. In what way do you think this industrial bank would
be more sympathetic, because it would not be able to advance without
security ¥—The attitude of the Imperial Bank, as I have gaid, is partly

due to the rigid rules and partly to the unsympathetic attitude of the
superior staff

527. Do you think the superior staff is unsympathetic when people ge
with security to get money or is it that people who go without security
receive unsympathetic treatment --The security in some cases is suffi-
cient, but in many cases the superior staff cap nccommodate the indi-
genoun banker if they fee] s keen desire, but sometimes since they have
no keen desire, they are not anxious to accommodate.

528, In it not rather unfortunate that by suggesting s Government
bank you wipe out the question of competitian. You are suggesting
co-operation in banking in buying and selling and in every conceivable
thing. In other words you are totally wiping unt competition from
every form of business. You are giving every thing over to the Gov-
ernment bank and co-operation and vou loee all possibiiities of cheap-
pess by competition —Co-operation does not mean that.

520. You can get efficiency only where yon have strong competition —
It may be true in theory but not in practice. It is more beneficial than
competition.

5650. If by co-operation you are going to wipe out all the indigenous
banks, how will an ordinary shopkeeper get anything like the eredit
facilities? Don’t you see the danger 1—]I believe that the salvation of
India lies in the co-operative organiration of its people, but 1t dous not
mean that competition will entirelv disappear. In general there may be
. some competition and there may also be competition between co-opera-
tive societies and co-operative provincial organisations and others;
not wholesale co-operation of course.

83, Prof. Chablani: Mr. Gray, the point of the discussion is entirely
different. His object is to bring within the pale of banking business
the sommunities that to-day do not deal with the banks at all because
they cannot offer t0 bank a- banking security. By co-operation he
wants to bring their security within the pale of banking circles

Witness: As I have said just now, what I mean is that so far aa
these communities are ooseerned, the co-cperative societies wnll

mprove the pecurity of the borrowers, #0 that they ean horrow col-
Joctively from » bank

332 Vr. Y. F. Gray: You refer to co-operative dairy farms and others

for the supply of necossariea of life —Yes.

533 It .eoms ta me you believe that co-operation is going to bring

“‘Ciopia iy a few minutes. The g danger to my mind is the fact
YOL, IV pd
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;.Jhat you are going to wipe out all competition7—] cannot see it
ere. - '

534. Your indigenous banker will be totally wiped out if you satart
Government industrial banks and co-operative societies? Where will
the indigenous banker go theni—I cannot see how the indigenous
banker will be wiped out, What I suggest is a few co-operative
gocieties inethe poor areas for the supply of pure ghee, milk, ete,, and
they must have a few co-operative dairies. Next to them in the col-
leges there must be co-operative societies for the supply. of stationery,
and then there should be co-operative stores for the middle class

people. _
535. Where for example are these co-operative societies going to get
their stationery from? If you wipe out ordinary business and extend
this co-operative scheme you will have to go to Calcutta to buy the
stationery i—It may be.

538. Will that be gocd for Delhi —I cannot say.

537. In what way do you think the industrial bank would help i—By
advancing permanent loans.

538. Where will it get the capital from ?—By issuing debentures.
539. At what rate +—That depends upon the market conditions.

540 .Why can’t these industrial conceérns float debentures of their own{
~It is just possible that in the beginning they may not have posseased
sufficient confidence of the publie, -

641. If they will not have the confidence of the public to get money
from them, bow will they have the confidence of the bank to get money?
~The bank may have confidence in them, but the public may not.

542. Why 1—Because it would be a new concern and an ordinary man
in the street may not have full confidence.

6543, The bank will want some tangible security in each case 7—Of courae
they will offer security. :

544, To start a concern by borrowing money from a bank would ensure
such a concern failing from the start, say a cotton mill that borrowed
its capital from a bank to build and buy its machinery. Beginning
with such & heavy debt such s mill eould not last long. Have you ever
thought of the details of such concerns?—I have mot thought of the

details. _
545. That is a question which is 8o worrying that people make so many
suggestions without thinking of the details.

546. L. Bal Kishen: You suggest co-operation for all these things to
remove the unnecessary profiteering I—To improve the security of the
borrower in case of credit societies.

647. And for other kinds of societies #—Yes, under the present system of

" competition in Delhi the consumers are not able to get first class
materials and therefore by co-operation they wiil be able to get such

materiala.

¥ .
548. By this sort of co-operation which you have recommended in your
memorandum you mean to remove the unnecessary middiemani—My
object is that the consumers should be able to get good quality.

Mr. Radhika Narain.
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849, 1f the unnecessary middlenfi is removed the producers and the
consumera will join together I—It comes to that. -

550. Will you just explain further as fo how this rakiti system is
worked i—I have expliained just now this rakté system. The
mahajana edvance loans and when the amount of loan is suff-
ciently large, they sometimes change the paper, very.often after 2 or
3 years. =

851. My trouble is that this is absolutely different from what has been
said in other memoranda before us about this rakts system. They say
that under the rahti system you advance a fixed sum recoverable in 12
monthly instahnents, That is the rahis isbem &8 has been described
in some memoranda before us. What 1 gather from your memorandum
is that it is n sort of loan given to a man without insisting on repay-
ment and getting the transaction renewed before the expiry of the
limitation period. That ia like an ordinary loan. You mean by
rahts a plain loan which is given on & bond or on some security and
renewed when ths limitation -period is about to be over i—This is
popularly known as rakéi aystem in the eity. :

852, It appears that different people take different meanings of the
rahis gyatem.

Prof. Chablani: If the rate is 37} per cent., it in rakits system I—
Popularly thiy in known as rahs system,

853, E. Bul Kishen: Then thers is nothing specigl in it ?—It in known
as rahts probably becausa of the rate of interest. '

554. Any loan of 37} per cent will be onlled & rahéi loan +—Popularly
this is generally so called,

558. In your memorandum you say that there are hardly 10 such per-.
sons who have goti their houses now. Then among such class of people
ny?'" proceed very cautiously in starting co-operative societiesi—

558. Because the success of co-operation mostly depends on character 3—-
The khatits' character is very good.

857. But they are extravagant and hence they have lost all their houses?
—They have lost their houses because of this high rate of interest.

558, Have you made any caloulations up to what figure this rate of

interest shonld be lowered so that they make both ends meet I—J think
6 per cent. per annum..

858. Do you think co-operative sacieties van advance at 6 per cent.,
per annum t—Even if the rate is reduced from 37} per cent. to 10 per
oont,

560. What ia the lowest rate of interest, so that if the rate is brought
down (o that figure they will have some ravings and they will be
better off. It ia not a 1nestion of 10 per cent. or @ per cent.; it is &
question of actual calculationa as to what their actual income is and
what their expenses aret—I have not made any caiculations.
861. We cannot say whether they are solvent people or not for purposes
of co-operative societies +—This much I can say that they are solvent
people for co-operative societien; that is my general impresmon.
563. That is your impression, but the practical experiencs among
certain classea has shown that co-operation could not help them $—In
the oass of kAatik community I am sure,

- . ’ LK)

.
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563. This will iequire a detailed invéstigation and propsangandas and
education among the class of people, for which you require a co-opera-
tive credit agency fo finance them Which agency will you reconumend
for this propaganda work 1—I think the Co-operative Department itself
can carry on the propaganda.

564. This indirect]y means more staff from Govérnment for the oo-
operative societies in these special areas]—Yes.

565. In your memorandum you say that “it is true that in some villages
through the influence of western culture the ancient system is slowly
- changing, but on the whole the change is insignificant”. What change
do you refer to—The decay of the indigenous banker,

568, What is springing up in its place 7—Qo-operative societies,
567. You think that co-operative societies are replacing the monay-
lenders in villages =—Only in some places, but the change is very

insignificant.
e (The witness withdrew.)

Messrs. BIR SINGH and PITAMBAR SINGH, nspectors of
. Co~operative Societies, Delhi,

Replics to the Questionnaire.

A.—AGRICULTURAL INDEBTEDNESS,

868. 1. The illiteracy and ignorance of the agricultura) classes is pro-
verbial. They not only resent outside intrusions but regard all en-
guiries relating to their economic conditions as intended for some
ginister purpose. Any attempt, therefore, to make an accurate esti-
mate of their indebtedness is not only difficult but nearly impossible.
Only that agency or person who can inspire in them full confidence
and impress on them the actual motive underlying such an inquiry
would be in a position to obtain some reliable information.

569. The co-operative movement owing to its humanitarian motives can
elaim to have inspired sufficient confidence of the agriculturists and
any information obtained through this agency would be sufficiently
reliable. -

570. There are 234 agricultural credit societies containing 4,883 mem-
bers representing 24,910 souls in their families. ' These are fairly
representative not only of the four distinet physical divisions of the
Province but also of people of different status in society.

571. Each society ia in possession of a register containing information
regarding the holdings and outside indebtedness both secured and
unsecured separately. This information is recorded annually by the
managing committees of these societies and their accuracy is verified
by the inspecting and auditing staff of the Co-operative Department.
We have collected informations regarding ouleide indebledness of our
members from these registers and arrived at the following resultsa:—

(i) Debts incurred by members of co-operative societies:—

. Re.
(‘ The W debh m‘ ] "e . - "i-'l"; 5.“,1”
(b: The unsecured debts gmommt to .. T e 9,600,629
{c) Takovi loans amount to .o s 51,666
{d) Co-operative societies loan amount to . 6,580,453

. otal debte smount to .. 2268428
. - - . - - L v g
MAsrs. Bir Singh and Pitambar Singh.
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.- (ii). Total membership is 4,883 representing 24,910 souls in their =
families, each member representing one family. The family unit is
therefore £4,010+4,883=56 nearly. S

(iii) Debta incurrad by each member .of the family indirectly is equal
to Rs. 22,608,428 + (5X%4,883)=Rs. 03. .

(iv) Total rural popula't.ion according to census of 1921=1,83,768.

(v) Total indebtedness of the agriculturists of Delhi province is
therefore=1,83,768 x 83 1=Rs. 1,70,50,424,

Making allowance for debts concealed from societies we may put'
the whole indebtedness at 2 crores in round figures.

Norte : —We wish it to be understood that since figures of population
are those of 1921 and the figures for indebtedness relate to the year
1920-30 there is the possibility of under or over eatimation according

as the present population is less or more as compared with the last
census,

572, In order to estimate the amount of the debts according to differenii',_
forms of securiticn we selected 12 representative villages of this province
nndlon making an intensive study in them arrived at the following
rosults :—

2 _g Estimated
hoihey debt for the
Serial | e | 3EE [omle
ary 3 vinoe, th]
No. ¥orm of Seourity. ']‘;:ﬁd ﬁg the whole
. L indebtedness
B at Rs. 2
;e crores,
[T TRs. T T
1(a) |Mortgeges . . . . .| 120,188 23 1 | 46 Lakhs,
2(b) Concealed under Judioial sale . ¥.340 1 : 3 Lakhs,
3 (0) . Housss . . - . . Nil. Nid. Ni,
{e) ¢ | Ornamenta . . . . . 18,088 3*4 ] 7 Lakha
(c) vis | Agricultural implements and crope,
ote, - . . - . Nil Nid. | Ni
(o) iv | Cenoral amsetz . . . .| 3,817,168 70 | 1,40 Lakhs.

Nora I.—The figures for 2 (&) are obviously conjectural because the
}l;btl '?:llzdi‘nnurred mro intended to evade the iaw. Henos not truthful-
re

Nors I1.—Figurea for 3 (¢) (ii) also appear to be under estimates.
The pawning of ornaments is regarded exsremely derogatory to one’s
reapectibility and the amount thus borrowed is concealed with a ven-
genoe, .

Nora I1].—Under general seounity all unsecured debts of the money-
lenders and those of co-operative societies have beon included.

873 In those 12 villages we made further inquiries regarding the
different purposes for which thoss debts have been incurred The
rosulis obtained have beencomp.rodmﬂ! tbe correeponding figures
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o of analysis of the purposes of loans in co-operative societies availabla
for the last 4 years;—

Anglysis of loans advanced
Reaults ¢f oral inquiries. eo-Jperative societies by
- . within 4 years.
. - =
5 -
) s -
z | e f deb 2 (3| s s8] &
_ urpose of debt. s |§51F (&5 | & | &' %
2 - g |58 /8|5 |2
z =1
3 g9 (g8 &2 2|28 3
‘ i
Rs, |

(a) Rspgtymeut of cld| 52,008 | 93 [29°56 256190} 1'0 190
ebt.

() | Marriages ond other| 73,204 [13-1]10°0 (10-2 | 2] 18 75
social functions.

(c) | Famine end other| 61,355 | 108 | 9°3 | 36-0 | 22-3 |42-7 226
distresses.

{d) | Payment of land Re-| 20,681 | 53| @5 4| 78| 68| &5

. venue,

(@ | Compound  interem 141.000[ 253} .. | .. 1 L1
accumulationa, .

(f)|Seed and manwe .| 70,026 {125 23| 35| 58 246 169

{g) | 1mproved Agricultara) | 2410 | 0-7 ] 0-31] .. | 08| 21 08
Implements. .

(b} | Sinking wells eod[20,310) 36| 1-6 25| 2-6] 06, 1'8
_ Agricultural imple- ‘

ments, i

(¢) | Paymenta of wageato| 2,587 | 0-4, .. 0-5 ‘ 39 22 17
labourers. . ’

(5) | Litigation . . .| 820]| 01| -5 .. .. | .. [ -08

3656 |14-9 (239
I

(k) | Purchese of cattle .| 37,745 68 (1956 25

) | Purchase of Lana | 35311 ] 63| 45| r8 o0¢: 03 17
H J

() | Construction of houses. 17602 31 78| 9 ! 54 1-¢i 59

(n) | Edgeation . . .| 3,300 o-sE I B ;_o-zio-z! 1

(o) | Takavi . ., .l 200] 0-03 XNo Sgure available.

- ‘1 - bl . . ..
Messrs. Bir Singh and Pitambar Singh,
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B74. It may appear that the figures in the two columna do not coin-
cide in some cases. It is partly due to the fact that co-operative
societies as a rule discourage loans for unproductive purposes and
pa.(ll-:.ly because the figures supplied orally should be naturally taken abt
a discount, )

-

875. There is only & limited number of landlords owning above 100 acres
ench. As the deht usually increases with the greatness of the holding
the bigger landlords, too, borrow for all the purposes enumerated
ahove. There are exceptional cases (15 per cent. nearly). however, of
big proprietors who are comparatively free from debt and who do uot
borrow for agricultural opearations but confine their borrowing to un-
productive purposes.

878. The tevival of the old village panchayatr is likely to reduce ex-
penditure on wasteful purposes, and the organisation of the people
on co-operative bagie will check unproductive borrowing and make
people morally and intellectually strong. This fact is borne out by
the stateimment on prepage giving an ahalysis of the purposes to which
joang advanced by the co-operative societies are put. '

577. Extension of educational facilitieg to rural areas should also exer-
oiso & restraining effect over unthrifty loans,

878. To induce the people to borrow more and more for productive pur-
poses it is necessary that they should be made to feel interested in their
occupation. - This is possible only when their emali holdings are conso-
lidated, irrigation ir extended and the benefits of improved agriculture
are demonatrated to them. Means of communication should be improv-
ed and the markets should be properly organised and regulated. Im
fact it is onlf after a truly commercial spirit has been imbibed by them
that they will begin to ise the latent potentialities of their resources
and greatness of their occupation,

879, This debt iz largely due to the money-lender. Other creditorg are
samindars, co-operative pocieties and the Government.

580, 3. The prevalent rates of interest vary with the nature of
the creditor., Government charges about 6 per cent. on loans advanced
under the Land Improvement Act. The amount of interest is added
to the principal and the whole amount is recovered in half-yearly mstal-
:ne:;ts. In ease of default repayment is enforced by the sale of the
and.

8581, Co-operative socieises.—The primary societies obtain loans from

Central Bank at 9 per cent. and distribute them among their members
at 12} per cent. on perronal securities. Simnle interest is charged half-
vearly and the principal is repayable in half-yearly instalments. In

- case of default arbitration through the Registrar ic resorted to and the
award ia executed in a civil court

383 Monrylender—~Apporently the rate varies from 12 to 84 per cent
but owing to the malpractices of the astute money-lender the rate of
interest amounts to usury, Compound interest is frequently charged.
Repayments are demanded at the harvest time and in case of defanlt
claims are enforced through the village panchayats or the civil court.

55, Zamindar.—The rate of interest and the system of its calenlation
resemblea those of the money-lender, but in case of default he generally
gets the land mortgaged to him.

864 4. The land of the smaller ramindars are neither passing to the
bigger onea uor to the money-lenders to any large extent
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585, 8. Land is fréquent]y changing hands but i i
. ] efficient, farmers neither
part with their property nor turn fnto tenants to any r.pprecialgle ‘scale,

588. 1. In addition to interest on loang and not in lie i

. u of il the
:{;:;z;dzr inox:le;%-lendgyshext::ct labour particularly at the time of culti-
rat] n land for which entertainments are provided. i ice i
limited te & small extent. provided. This practico is

587. 8. The transborder money-lender has now found his way i

almost the whole of the rural area of the Province. His clientz all':
village kamins and only those agriculturists who have exhausted their
credit in the public. He iz to be seen in different forms, i.e, beopars,
the Panjabi kaparia and the Pathan. ‘ ’ ’

588. The bewnari is 8 butcher who brings bullocks from outside dis-
tricta and sells them on credit to zamindars. Apparently no interest is
charged, but he keeps a heavy margin of profit on the cost price. The
period of repayment is generallv cne year to two years covered by
half yeariy instalments. The effect of this bargain is that the pur-
chaser has to pay an abnormally high price for the animal bought.

589. The second type of this agency is the Panjabi kaparia. He is
Mohammedan of the Western Districts of the Punjab. He generally
brings ready-made clothes and sells at kigh prices on credit for a period
of six months. No interest is charged, but the margin of profits
covers it. He is awfully dreaded by the people.

589a. The third type is the Pathan who first sappears as a hawker
dealing in petty articles and after some time takes to money-lending.

590. It is generally an organised set of usurers having their head-
quarters at some central town or big villages and keeping their sgents
in each village. Their clients are generally the amall industrialists,
village tamins and the zamindars with poor eredit in the public. Rate -
of interest is very exorbitant ranging from one anns to four annas per
rupee per month. ‘This comes to from 75 to 200 per cent. per annum.
He is also, like the keparia, a very dreadful ecreditor, He has begun
to deal on the rakti system too.

501, The rakti system owes its origin to Bikaneri JHrahman and
Muradabadi rdhtia. The former appeared first, and has recently been
- followed by the Muradabadi. The system requirea an explanation.

- 592. The rahkti is 3 unit of Rs. 10 payable in 12 equal monthly instal.
ments of rupee one. The creditor at the time of advancing the loan
deducts as, 4 per unit of rakti ag his nazarana, commonly known as
multana, The rate comes to 37 per cent. per annum. This system
of rahti is prevalent among small industrialists, labonrers and zanin-
dars having wonthly income. The Mehrauli slaga and the borders of
the Jamna river are ils favourite places. The incessant famine and the
sucoesaive failure of crops for the last 2 years have given & set back ta
this system. There have occurred frequent defaults and people are
trying to extricate themselves from this vieious system of money-lending.
Default in regular payment involves an additional penal interest of
1 anns per rupee per month. ¢

593 7The loan banks.~Thesa are of very recent origin. We have mo far
heard of two differeny companies, s.e. The Peoplea International Edu-
cation and Commerce, Lid., and the All-India Mutual Aid and Poor
Houses Association, Ltd. The first has entangled a very large number
of the villagers of this province during these days of scaraity.

Messrs. Bir Singk and Pitambar Singh,
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504, Avcording to its bye-laws a person requiring a loan must become &
‘Jorn candidate first, To do this he is required to pay an entrance fee
and candidate fee which total to over Rs, 50 for a loan of Rsa. 800.
The candidate fee s paid in instalments and is spread over a period
of severa! weeks. In addition to this the appiicant has to secure withid
the sperified period two more bona fide and genuine loan candidates.
On fulfilling these conditions & loan at rate of 1 per cent. pe( annum
is granted and this is repayable in monthly instalments, credit being
given for the candidate fee paid by the applicant. This is a chain
that never ends.

The esecond form that has followed the firat ig on a loitery system.
They require 100 men to contribute Rs. 8 each and issue receipts to all
the contributors. Every month they pick out some cases by lot and
advance Ra. 100 paying each Rs. 85 in cash. Ra. 156 are deducted as
intereat in advance. The loan is repayable in monthly instalments.
Exact particulars of their articles and working are not as yet available.

586. 9. The Usurious Loans Act is not being availed of to any appre-
cinble extent. Thia is due mostly to the deplorable illiteracy and
ignorance of the agriculturists and also to the want of time on the
part of the civil courts to etudy the history of each loan in dispute.

b56. Free and .extensive publicity of the intentions and important
provisions of the Act should be' made among the agricultural com-
munity. Arbitration Boards and Village Panchayats should be formed
and the civil courts advised freely to refer to them the disputes
concerning cases of old loans,

597. 10. Yos, the enactment of legislation in connection with the
publication and regulation of accounts of money-lenders would prove
useful to chech many of the malpractices of the money-lenders and
ensure better transactions. It will remove the sting but the =nake
will remain there.

888, 11, There are no village arbitration boards or village parchayats
in this Province,

B.—FINANCE FOR AGRICULTURAL PRODUCTION.

500. 12 (a) The cultivator obtaina finance for the purpose of cultiva-
tion from the village money-lender, co-operative society and fakavi
frem the Government. His chief requirements for this purpose are
seed, matorial for charsg and Persian wheel, reaping expenses where
agriculture is on an intensive moale and cattle. The village money-
lender always advances in kind for seed and cattle and only petty

amounts for cther requirements. The advances in kind are
calculated in cash at higher ratea and interesg is charged at the rate
of annas 3 per rupee per half-year. The repayment is received in grain
at a cheaper rate. Interest is realised for full harvess of six moaths
even if pamment iz made earlier.

Co-operative socicties advanee in cash for all .
shat is allowed by the bye-lawa purposes at & fixed rate

Governmens in years of i - .
s fixed rate. m'vldmmhlmloammmhu-
(8) There may be only a low cazes in which :
h"‘hh"ldﬂmeﬂmmhr:piu.:dmﬂm*};'m
menta. Thewopenuummmthooﬂ:-hudw.dm
A T I T : v,

8
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sach investments. The Government too under the Land Improvement
Act advances talavi loans for sinking wells. -

- (¢) During the period of failure of monsoons, as at present, the
money-lender thinks twice before he advances further loan. He confines
hiz dealings to only a few selected clients whom he cannot dispense
with at any cost.

600. He advances loans for land revenue to only those who make pay-
ment on the harvest concerned. The zamindars who are well-off pay
land revenue from the income of their own produce.

601. The co-operative societies and the Government on the other hand
adopt a more liberal attitude under such adverse agricnltural condi-
tions. Hardly $rd of the whole finance for seed, cattle, ete., is provided
in eash. The rest is all in kind.

602. For seed and other cmltivation expenses the money-lender charges
a higher rate of interest. It is 24 per cent. without exception. The
borrower has to pay interest for full six months even if the payment is
made earlier. :

603. The inierest for the sinking of wells or other permanent improve-
ments 15 12 to 18 per cent. and in case of land revenue, fodder and
grain, ete., it is the same.

601 Loans for cultivation purposes and land revenue or fodder, etc.,
are taken for one barvest (6 months), those for cattle from one year to
two years and for permanent improvement, etec, for three years No
loan is civen for longer than threq years in any case.

605. Loans for all purposes are given generally on the security of the
general assets of the borrower without any specific pledge. The agricul-
turist morcy-lenders give Joan on the security of land. The system of
advancing loans on house property is not common in the rural area.
Ornaments are pledged only when the eredit of the borrower is at stake.
. The practice of pawning is common among Gujars on Mehrauli side.
The rate of interest on Joans for the purpose of cultivation is exorbi-
tant. There is no difference in the rate of interest for cash advances
and loans in kind.

606. The Government of this province distributes on an average of
Ra. 40,000 during a normal year and raises the amount in years of
famine and scarcity. The Imperial Bank of India and joint stock
banks do not concern themselves with the finance of agricnlture. The
co-operative societies are playing an important part. About Ra 1§
lakhs loans are advanced every year to their members. The statement
on page o6 will show that the major part of these loans is for the
finance of agricultural industry.

607. No indigenous banke assist in financing agriculture. Zamindars
and money-lenders too play an important role, but rate of interest is
very high which discourages liberal investment in this industry. The
merchants and other institutions have no concern with it. *

668. 13. The Agricultural Loans Act is frequenily availed of particularly
in these daye of scarcity and famnime. But 1he loans do not seem to De
conferring any special benefit on the borrower, owing partly to the fact
that the sums granted are generally small and partly because of the
delay and vexaticon that is involved

609. The Act can be more beneficial only if the procedure is simplified
and the amount is consistent with the requirements and their appli-
cation is closely watched. The distribution, i possible, should be

Messrs. Bir Singh and Pitambar Singh.
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arranged through the Co-operative Department which comes into
acloser contact with the agriculturists. '

-~ 810, 14. There is absolutely no co-ordination among the different

financing agencies. The only possibility of such a co-ordination  is
between the Gouvernment and the co-operative movement. The loans
advanced by the Government in the form of tekavi can be distributed

through co-operative societies with a greater advantage and convenience
to the agriculturists. -

611, 16, We bhave stated in question No. 12 the defective system -
of financing agriculture by the money-lender as he always insists upon
advancing in kind. The articles supplied are of the worst possible
quality at abnormally high prices, thereby affecting the efficiency of the
production. The oo-operative societies and the Government which
advance in cash cannot also guarantee articles of good quality, The
cultivators have to buy those from markets or village shops.

612. The remedies that can be suggested to remove these defects are
as under:—

1. Seed and agricultural implements depots, preferably on co-
operative lines, should be atarted at cemtral places in the

rural area, ‘

2. Information bureaus should be started to supply necessary
information. -

8. Demonstration farms by the Agricultural Department should
be introduced. - '

4. Cattle breeding farms and societies on co-operative lines should
be eatablished.

8. Frequent exhibitions of cattle and agricultural produce.

. "6, Demonstration and propaganda through demonstration cars
and lorries and cinema films.

C.—FINANCE FOR MARKETING.

613. 17. The following are the marketing centres in thia province for
various crops:—

1. Dethi :—Market for all kinds of produce including vegetables.
2. Shahadra :—Market for gur, sugar and to some extent grain.
3. Najaf Garh:—Market for barley, gram, wheat and bajra

& Narels:—Market for gur, chillies, wheat and to some extent
ocotton.

8. Mahrauli:—Market for barely, gram, bajra and to some
. extend rawar. -
8. Masjid Moth :~Matket for tobacco.

There are also petty local markets at Karala, Kanjhawla, Jhangpur,
and Bawana. Looal produce to a very mmall extent ia di of
through them.

814. 18, The major portion of the produce is purchased by the maney.
lenders who store it either to advance to their clients or, in case the
grain market is favourable, to sell it to outside

813. The bank and bankers, stc., play no direct part in marketing At
roarkets othor than Delhi the grain is taken by the money-lenders or
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whopkeepars dealing in grain business. In Delhi it is purchased by the
commission agents and arzia¥ who dispose it of to merchants and firmg.

616. There appears to be no co-ordination among these different clssses
with the exception that it exists sometimes between commission agents
and firms. The marketing if undertaken by co-operative commission
shops would be of great advantage to the cultivators.-

(a) The charges paid by the cultivators to the money-lender are
mone. The latter credits the price of the grain not according to the
market rate prevalent at the time of the delivery of grain but half a
Beer more than the cheapest rate during the season.

(b) The charges of the commission agent or the artias of Delhi
market are as ander :—

1. Garda or dust up to half a seer per maund or more according
to the quality of dust in the grain.

2. Dharmada or Guoshala:—QOne auns per hundred rupees.

3. Sweep2r apd Piaos, elc. :—Two pgeers per cart-load.

4. Weighing charges :—Six pies per bag of about 2} maunds.

5. Commission :—Four annas to one rupee per Rs, 100.

(The rate varies with the nature of article and the artia).

The commissicn is either paid by the purchaser or half and half by
both the purchaser and the seller.

617, The charges in the mofussil markets are certainly higher. More-
over the weights are not standard as in Delhi market. The complaints
of under-weighing are very common and most serious. There are o
charges other than those mentioned above. .

§16. 19. (a) The practice of storing grain by the agriculturists is
hardly known mm thig province because he is constantly harrassed at
the time of harvesting by his creditors to pay up his obligations. In
the case of only those agriculturists who are free from debt the grain
1s stored in their houses in closed rooms. No bags or other material is
used for storing. - .

(5) In only very rare cases the grain is stored at the market in ex-

pectation of more favourable rates. There it is stored in bags for
which the owner has to pay rent according to the custom of the place.
In this case alone the stored grain is utilised as security for obtaining
credit, which is generally 75 per cent. of the estimated price of the grain.
Interest at 7} per cent. has to be paid on such advances for the actual
period.
619. 21, The harvesting reason coincides with the msjor requirements
of the agriculturists, ¢.g., ceremonies, land revenue, rentg added by
preasing calls of the creditors to pay up their dues. Naturally there-
fore it is the only time when an agrienlturist requires the grestest
possible facilities for credit to enable him to meet bis immediate
urgent obligations and withhold his produce if he finds the market
unfavourable to him

620. At present no such facilities exist in the mofussil markets. In
Delhi market of course some facility is offered by advancing up to 75
per cent. of the estimated price of the produce stored and that too is
rarely availed of.

Messrs. Bir Svngh and Pitambar Singh.
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'921. ¥3. I proper credit tacilities be provided during merketing divare
are possibilities of forming poolis. This should be undertaken aé Gov-
ernment expenses, co-operative effort is not likely to be successful in the

‘mastter of transport; but in the matter of marketing co-operative eom-
misiom shop is the best

D.—Tas rLoNe PERIOD 10ANS POR AGRICULTURE.

622 25, There is an appreciaple demand for long term credit in this
province generally by the small cultivator owing to his having uneeo-

nomic holding aud also by the upper class of the landholders to some
extent.

623, 28. There is no such institution in this provinee which gives long
term credit on the secubity of land to the agriculturista or 4emunis

except Government which distributes takavi for sinking wells to the
landlords only. .

624. 27. In the case of takaoi loans under the Land Improvement Act
the note on question No. 13 holds good.

k. 29, The Land Alienation Act is the enly legal impediment known
to ua to the mortgaging of agrieultural holding; but it has no
ldv_e:;e effect on the agriculturists’ cnjm:ity to raise capital for long
periods,

. €28. 30. There are no mortgage banks in this Provinee.

627. 31. There are no land mortgage or any other banks for the pro-
vision of long term credit in this Province,

, 628, 32. In our opinion a mortgage bank on co-cperative lines is the
only snitable form of institution which can be worked to the advantage
of the landivrd and the tenant. A copy of ite model bye-laws* is
attached for reference :—

(a) Please refer to bye-lawa 21 to 33.

(b) The capital should not be restricted. Value of share shounld
not be more than Ra. 10 payable on admission.
{¢) Does not arise.

(d) Pleazse refer to byelaws 36 to 51 which relate to the period
and other conditions of such loan.
{¢) (i) Deposits from members and non-members should be taken
long periods and the time of repayment should coincide
with the time of recovery.
(ii) Loans from central institutions should be spread over
considerably long period in half-yearly instalmenta.
{iii) No debentures should be allowed to be floated direct by
central banks. They should be allowed to be floated by
the central financing institution which should only be
the provincial bank
() The debentures shonld carry Government gusrantes fo»
. interest only.
(g) When the public is not coming forth for buying debhentures
the Government should give an impetus by buying a part
of thess from its own treasury.

(M) Yes, the debentures should be included im the list of trustee
securities.

*Nob printe 1.
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6?9_ 33, Deporils should be taken for long perivds payable in recovery
.seasons. Loans from central! institutions should be taken for long
periods ropayable in. half-yearly instalments iu rccovery seasons,

630. Debentureg should be transferable and their payment should be #o
arranged that the bank should not be embarrassed by heavy demands
&t one time. Interest on all the different forms of liabilities shonld
be payable hulf-yearly in recovery season, The Government should
guarantee the interest up to a certain rate in case of debentures only.
There should be no liability for other forms of borrowing.

631. Money should be iéﬁt on interest af®at least 1 per cont. highcr than
the rate of borrowing.

632, 35. In case Government undertakes any financial obligation as sug-
gested in questions Nos. 32 and 33 a Government official who may have
-knowledge of the agricultural conditions should be kept on the
. directorate as an official member.

 E.—INDUSTRIES SUBSIDIARY TO AGRICULTURE.
633. 38, From an industrial point of view the rural area of the Delhi
Province is backward. Only the following few industries exist to a
smazll extent:—

1. Gur-making.—Thig is confined to the canal-irrigated area
but the actual work of gur-making is performed by pro-
fessional kakars belonging to U. P. There is not much
scope for this industry here.

2. Garden produce.—Most of the garden produce industry is
confined to the suburbs of the Delbi city specially on
Bubzimandi side which extends over to Badli, a place
about 7 miles from the city. The malies of the Delhj city
take long contracts from the landlords and sell the pro-
duce in Delhi market.

3. Hand spinning.—~This industry is carried on to a very limited
extent in XNehri ilaga where there is auvme cotton produce,
In the rest of the Province the females spin only the uzed-
up cotton (logor) taken out of quilta.

4. Milk and Ghee production.—Milk selling is confined to gujers
.of Shahadra, Jhangpura and Shakoorpur side. Ghee
industry is confined to places away from Delhi city.

5. Bujr. or limestone or chalk ertraction.—These materials are
extracted from the strata or the rocks and the beds of hilly
streams in Pehari ilaqa of the Province This js generaliy
done in the slack season of the year. These industries are
impoverished for want of proper organisation and capital.

F.-—RURAL CO-OPERATION. -

634. The co-operative societies Are not money-lending institutions but
village banking centres in that they not only give Joans but at the same
time they receive deposits and encourage savings. This is illustrated
by the fact that members of co-operative societies have within a short
period of about 9 years saved about Rs. 2} lakhs in the form of their
own capital and besides this the total amount of deposits of members
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and the outside public amount to Rs. 32,840/- in these credit societies.
They resiiict themselves only to lixed deposil accounts. The amount
of such deposits is apparently small, but in a country where money-
lending is & paying concern no better results can be expected. How-
ever the fach that the amount is increasing every year is a clear indica~
tion of their increasing confidence and eapacities. :

Figures of deposits for the last four years are as under:—
Year.

Amount cf
deposit.
Rs.

. 19826.28 . . . . . . . . . 1.666
1028-27 . . . . . . . . . 13,606
1827-28 . . . . . . . . . 20,372
1028-29 . . . . . . . . . 32,810

€35, 42 (1) The Central Co-operative Bank has opened overdraft
acovunts with the Imperial Bank of India, Delhi and the Mercantile

‘l)?mnll[: Delhi og the securities of Government paper lodged with those
anks.

(2) The surplus cash balance-is kept with these banks,

(3) Money from one co-operative bank to another co-operative bank

or society iz remitted through the Imperial Bank by remittance
transfer receipt. - . )

There is no other relation with them. It has absolutely no connec-
tion with other joint stock banks or the indigenous banks.

636. 43, The defecta of the existing co-operative credil societies may
te snumerated as under:-— .

1. Co-operation is a movement of the people. It is therefore
diroctly governed by their mental outlook, general intel-
ligence and their economic life. The rural population of
this Province is backward in education and the economio
life is poor. Consequently the general understanding of
principles 'of oo-operation is poor. The economiec position
being weak the object of starting societies ia considered to
be borrowing rather than the improving of their lot.

9 The movement was initiated without proper and direct super-
vision. Ita beginning was rather hasty. The foundation
in some cases was therefore unsound.

3. The high prices of agricultural production and the inflow of
money during the Great War gave a bad impetus to extra-
vagance on ceremonies. But soon after that there followed
the period of scarcity and famines which has weakened the
sources of inoome and eonaequen:,‘lg the repaying capacity
of the agriculturists. This has affected &e recoveries 1n
co-operative societies also,

The solution of thess defects liea in persistent and patient teach-
ing of the true principles of co-operation, in improving
their agricnltural resources and in- discouraging extra-
vaganos with co-operative efforts. )

637, 44, The co-operative movemens has succeeded to a large extent in

meeding the legitimate financial needs of agriculturists, as is clear

!rom{ho answer to the mext question. .
VoL IV : B
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The total liabilities of these co-operators as worked out in question
i amount to Rs. 22 lakhs nearly out of which co-operative societies”
loans eome to about Rs. 7 lakhs, s.c., nearly 1/3rd of the whole debt:
The co-operative soctetles advance loans for only the legitimate re-
quirementsa of the agriculturists, and we think that if he is free from
outside liabilities this amount, with the addition of nearly 1/3rd more,
will be sufficient to meet his financial needs. This comes to nearly
about Rs. 200 per family and the total rough estimate is Ra. 10 lakhe.
Thie does mot include long term credit.

638. 46. There is no competition between the co-operative bank and
other kinds of banks,

629. 47. The Enancial concession granted to co-operative societics by
exemption from income-tax should be extended for reasons given

oW [ —

1. The co-operative societies are not profiteering concerns.
2. They do not exploit others for the sake of their membera.

3. Their aim is service of humanity and they work on the maxirg
) of *‘each for all and all for each”. -

4. The members offer the heaviest liabilities which shows the
extent of sacrifice which they make for their fellow
brethren.

5. They faithfully observe the mestrictions on dividends as laid
down by the Act.

6. They are open to all and work on the basis of individual
rather than on capital. Consequently the exemption from
income tax should be considered as a privilege rather than
a voncession and the co-operative institutions should
continue to enjoy it.

As regards the inclusion of debentures issued by the Provincial Bank
jn the list of trustee securities it is suggested that this privilege should
also be extended for attracting funds from the public to the co-operative
mortgage banks for long terms and unless the Government gives an
initiative either by subscribing to debentures or giving a guarantee of
interest on these the required funds may not be forthcoming.

‘(. NON-AGRICULTURA!. CREDIT AND INDEHTEDNESS,

8£0. The Co-operative activities in the urban areas were initiated very
lately. We have so far touched the following communities:—

- {a) Office clerks.—Most of the people of this class are immigrants
from different parta of the country but since they form a distinct part
of the urban population we treat them as a community.

The rate of interest varies with the class of clerks. The Govern-
ment of India clerks who are migratory have to pay s counsiderably
high rate. It ranges from 12 to 300 per cent. per annum.  Their
creditors are the peityr shopkeepers attached to the offices. It is in-
teresting to note that the frontier Pathan who is much dreaded in
the villages is entangling this class of educated gentry. Now we have
a good number of co-operative credit societies among them. They not
only finance them but encourage savings and in our opinion the co-
operative credit societies are the moet suitable banking institntions for
this elasa t

Measrs, Bir Singh and Pitambar Singh. -
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The other clerks with a comparatively fixed habitation have nob
to pay so heavy a rate. It generally varies from 12 to 18 per cent. per
gnnum. The shopkeepers and thewr fellow clerks are the creditors.
Co-operative movement ia making headway among this class as well.

It is impossible to estimate their indebtedness. They never expose
it and neither can we adopt any basis to calculate it.

() Grase cutters.—There are two types in- this class, the Purbia
und the Mohaminedan, 'We have fiot so far touched the.former, but in
the case of the latter the rate of interest ip 80 per cent. per annum and
8 per cert. additional charges. Their cieditors are big grass con-
tractors or shopkeepers. ’

They have no banking facilities. 'We have started so far one society
among this class,

It is not possible to determine their indebtedness because their
debts are of a transitory nature varying from month to month.

(c) Marons and Agris.—Common rate of “interest is 18 per" cent.
Tbuy have no banking facilities. We have started two co-operative

credit societier. It is not possible to eatimate their indebtedness for
reasons gtated above. ‘

{d) Phelewalas.—Rate of interest varies from 18 to 24 per cent.

Their creditors are big contractors or bankers., They are immigrants
from Gurgaon side.

No estimate of their indebtedness is possible for want of statistica
They are generally very highly indebted. Co-operative system is suit-
able to improve their economic position but they are not loyal cliente.

(e) Shoemakers (Chamars).—There are two systems of money-lending
among this ¢lass, one is the rath{ system that is Rs. 12/- have to be
paid for each unit of raths of Rs. 10/-. A sum of -/4/- is deducted
per unit of rethy as nazrana.

 The second system is that the creditor advances a loan of Rs. 100
and geta a bond for Ras. 120 payable within 8 months in_equal monthly
inatalments of Rs. 15 each, No interest is charged. But in case of

def:nlult, an additional charge of one anna per rupee per month is
made. :

There are no banking facilities. Co-operative system on industrial
linea is the suitable form of credit for this class,

641. B0, The co-operative movement has not as yet touched the small
tradera. In case of industrialists an initiation was made in 1918 among
the shoemakers (chamars). But unfortunately we depended upon a
private initiation and the movement failed. Now it is being revived
among different classea of industrialists but there can be no suocess
anless marketing of their produce is organised.

The financial requirements of thess industrialists are not so high as
10 be beyond the scope of the oco-operative movement.

642, 51, In the urban avea the credit society is an indispensible prelimi-
nary to the co-operative structure. The credit on the basis of thrift

_ should be the general type, and financial independencs should ba tha
immediate aim.

mmAﬂ.or ostablishing the ordinary credit a further step towards the
organisation of mortgage banks and house building societies shonld be

taken up. But whatever the form -all possible provision should be
adopted for full mecurity of the capital

vaL, IV B2



68

1

643. On the side of industries the ordinary credit system is not the
suitable type. The industrialists ghould be organised on proeduction
as well az on marketing sides. The requirement of the industrialist is
not hard cash but material snd an assurance that the finished goods
will be disposed of on reasonable terms,

644. In the case of consumers we strongly advocate their organisation
on store system with all necessary precautions to safeguard possibi-
lities of losses and dishonest practices. The indent system should not
be dispensed with under any circumstances. These stores shouid be
brought in direct touch with produce organisations. The problem of
milk and ghee supply requires immediate attention, But it should not
be attempted cn a large scale umless adequate provision of capital and
management is guaranteed.

845. The Iabour classes require thrift institutions rather than facilities
for eredit. The supply stores should be added to such societien

846. We may add in the end that no activities in the urban area should
be taken up in haste. The urban conditions are not as simple as of the

rural areas and by a slight error of judgment the whole co-operative
structure is likely to be shaken up.

1. —INDICENOUS BANKER AND MONEY-LENDER,

647. 55. The following communities practise money-lending in Delhi
Provinee : —

Bantue (ma}mjam), Brahmans, mostly bagria, Hindu jats, gujars
apd alurs. The two latier are few in number.

648. 56. The following are t.he general activities of an indigenous
banker or money-lender:—

1. He is a shopkeeper.
2. He deals in grain.

3. He deals in cattle, i.e., takes cattle in repayment of loan and
sells it on credit.

He combines all these activitiea with his banking business to a
great extent. Hardly 20 per cent. of his business is in cash and the
remaining is all in kind.

650. It is difficult to work out the percentage of mopey-lenders living
exclusively or mainly on money-lending. It may be pointed out how-
ever that the number of such men is insignificant in this Province.

651. §7. The money-lender assists in financing agriculture in the follow-
ing ways :—

i. He gives seed always in kind, from his own store which he always
keeps with him and charges 24 per cent. interest irrespective of the
statua of the borrower. T

2 As regards bullocks he will try to supply one of his own which
hs may have got in satisfaction of his loan from another client, if he
has no stock of hin own he advances cash but always relonctantly.

" 3. For the cultivating expenses he advanoea in cash generally. For
trade he seldom assists,

Messrs. Bir Singh and Pitambar Singh.
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As regurds industries he gives in cash loans for a short term and
charges heavier rate of interest. It is to be admitted that he still
plays an importunt role in financing agriculture and industries,_etc.,
but his way of dealing is utterly to the disadvantages of the producer
and oconsequently his credit impoverishes the borrower rather than
make him prosper. Nome of them to our knowledge undertakes to
buy shares in industrial concerns or keep deposits with them.

632 58. (d) There exists no relation between money-lenders and co-
operative banks

653. 80. The money-lender grants loans mostly in kind. He keeps the
loan accounts either in the bahi or on the judicial bonds. The former
system 1a more common. Loans are advanced either on the personal
security of the borrower or in case of a borrower of doubtful or weak
credit on the security of some other man,

The bahi account does not contain anything else than the amount
of loan, purpose and the rate of interest (the latter is illegal but it is
generally entered).

The bonds contain the following terms:—

1. Amount and purposs.

2. Period of repayment.

3. Rate of interest and method of calculating it.

4. Suroties if 50 desired and the necessary witnesses,

The system of issuing cash eredit by money-lenders is not known.

634 84. There is & general prejudice againat the indigenous banker in
the province, because his dealings with clients are not on sound lines.
The prominent defecta in his system are as under:—

{1) His main object is to find investment for his capital, no matter
wtll:;t.he_r the borrower needs it or not or whether he applies usefully or
otherwise,

(9)‘ His method of keeping accounts is unsound and ambiguous. The
borrower is always kept in dark as to his account. He generally uses
dishonest practices in calculating interest and striking the balanece.

(3) He prefers dealing in kind and undervalues the articles of the
borrower when received and overvaluea or overcharges his own when
supplied to him.

(4) His rate of interest is high and compound interest swells up the
loans in a shorg time making the borrowers helpless. Hia debt ends
the borrower rather itself.

Aa suggested in question No. 10 the enactment of legislation regard-
ing publication and regulation of money-lender’s accounta will prove
effective to remove most of the evils The free application of the
Usurious Loans Act with necessary amendments is aiso likely ‘o im-
prove things. But in addition to legislation an improvement in tha
mental outlook of the agriculturists by free compulsory education v
the real remedy.

e35. 6. The money-lender is generally able to meet the demand of his
borrowsrs except in the times of persistant famine as at preasat. How-
ever he never refuses accommodation to his approved debtors, though
he may have to borrow from elsewhere. In case of refusal he does nol
let the borrowers know of the deficiency of capital, but bases it om
some fault of his (borrower’s).
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J.—~INVESTMENT HABIY AND ATTRACTFON OF CAPITAL, »

656, 79. We iook Shahabad Daulatpur village for determining the
number of agriculturists having surplus income and the amount of their
savings. From our inquiry we found that only 13 agriculturists have
surplus income and their annual savings amount to Ra, 9,560 approxi-
mately. There are 40 families of agriculturists in that village. But
no inference should be based on these results of this village which is
.one of the prosperous villages of the Province. We have no means
to cstimate the total savings of the province.

657. Bl. The tendency of investing capital in gold and ailver is growing

‘rapidly in the form of various kinde of ornaments. Silver ornaments

were common before the Great War but now the gold is replacing them.

658. 82, The dominating communities in the Province and their respect.
wedhabxtg with regard to the use of money that they earn are as
under :—

1. Jai.—The desire for a pakka house has the first charge on his
aavings. Next in importance is ornaments for his wife.
Marriage, money-lending and litigation are other things
that absorb his money.

2. dhir:—He is well-kuvown for his land grabbling habits. He
is rather judicious in the use of money and prefers hoarding
to taking a risk by publicity.

3. Gujar ;:—He is characterised by a keen sense of respectability
in owning & herd of caitle, a good horse and a pair of
gold earnings and hig very typica! necklace. The %aj is
another source of drainage of his wealth. Whereas a pakka
house and a pompous marriage bring respectability to a jat
family, the gujar earns his respectability by performing
kaj ceremony with grandeur.

4, Brahman :—He finds his money more remunerative in money-
lending than in any other form. His rate of interest rises
to usury.

5. Mayo :—The little money that he may have is invested on
bangles and the typically needle-worked sheet and ghagra
of hig wife. He is litigous also.

859. With the exception of co-operative societiea no other institution of
the kind has touched these classes. The moral effect of these co-opera-
tive societies towards imbibing in them the apirit and practice of thrift

. may be judged from the fact that within a short period of about 9 years,

Ra. 2} lakhs have been saved in the shape of shares and profits. In
additior to this the movement is exercising a heaithy effect in making
them more economic and foresighted in the use of money. This is
further supported by the fact that a practical spirit has been roused
in them to curtail wastefu] expenditure on ceremonies by organising
Better Living Societes. )

660. 83. The farmer lends to fellow agriculturists generally on terms
gimilar to those of the professional money-lender with the addition that
he either lends on hypothecation of land, or gets the land mortgaged to
him on settling his Joan account. As to investment of surplus money
the reply to question No. 82 may be perused.

681. 84. The cheque habit is limited to the urban classes only. The
abolition of stamp duty has encouraged its use on a large scale. Gene-
rally the educated and the business class of people use cheques.

MHesers, Bir Singh and Pitambar Singh.,
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. The distribution of salaries of Government servants and bank em-
ployees by cheques will promote the cheque habit but sufficient facilities
for cashing them by the banks should be provided. There ia trouble in
satisfying formalitiea at the time of getting them encashed. The
system of identification cards intreduced by the Postal Department in
this respect should be adopted by other banking institutions.

We strongly advocate the use of vernacular scripts in banking.

662. 85. We certainly support the view that the banking and invest-
ment habit in India is of very slow growth In our view this is due to
the following causes:—

1. From our religious point of view oﬁllecting and hoarding of
wealth is not the real aim of our life.

2. The inherited idea of insecurity on account of the fear of
foreign invasions is still in us.

3. Lack of educational and the strong hold of conservative
notions.

4. Lack of facilities and real efforts to encourage the habit of
saving. :

5. Shyness of capital and want of facilitiea for its easy flow,

In the rural areas co-operative societies and a few Postal Savings.
Banks are the only means to encourage savings and investment habita.
In urban areas, of course. there are 5o many diffcrent institutions. The
rural population hrs practically little facilities for the investment of
their savings.

The existing facilities can be extended by opening Post Office Sav-
ings Banks in central places of rural areas. But the co-operative move-
ment can do still greater service than any other institution if a regular
campaign is made to educate the agriculturists to realise the blessings
of savings: Among agriculturists thrift societies encouraging savings
in grain are of a unigue value.

063, 88, Poctal cash certificates may be popular among the urban
classes but they are ot availed of in the rural areas,

The Poat Officc Savinga Banks take no particular care to afford all
possible facilities to the public. Only the man who knows the value of
savings, t.¢., the educated and the business man avail themselves of
these facilities, The savings bank account is not the primary object
of a post office but it is rather secondary. Naturally more attention
is paid to the primary work than to the secondary one. We can
attract other classes by regular propaganda and by adopting a proce-
dure that is vonsistent with the nature of their income. We have
referred in the last question to thrift in grain on co operative lines
for the agriculturista. Thia each clasa requires a aeparate treatment

884, 92. The following sumgestions for educating the peopls to invest
savings in productive undertakings may prove effective:—

(1) By illustrating the productive undertakings through cinemsa
films; as was done in the case of Mandi Hydro-electrio
Scheme. A similar procedure is adopted in Europeaa
couniries for poultry, dairy farming, cattie breeding, eto.

(2) By illustrating through tables or diagrams the accumulation
of savings at different rates and periods

{3) Bv illustrating comparative merits of productive and waste-
ful investmeptn
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(4) Free and extensive publicity in all seripts of the country and
by engaging a regular singing party. Similarly there are
several other ways of educating the public of the advan-
tages of insurance and other forms of investments.
665. 94. All the banks are located in Delhi city. The rural area is
entirely devoid of such institutions with the exception of about 240
primary co-operative societies.
.. These banks may be adequate for the urban areas but none operste
in rural areas.

666, 95, The following are the places suitable for opening:—

1, Pest Office Savings Banks :—Chiragh Delhi, Narela, Bawana,
Badli, Nangloi, Palam and Kanjhawla.

2. Co-pperati»ve credit banks:—There is one at Delhi and there
is no need of opening any other such bank anywhere.

3. Mortgage banks:—Two such banks, one for redeeming mort-
gages of lands and providing long term credit for the rural
area and one for the urban area may be started in Delhi
city.

4. Joint_stock banks.—These can be started at Najafgurh with

branches at Narela and Shahdara. '

Oral Evidenco.
667.. Chairman : Are you both Inspectors here }—Yes.
668. Both of equal rank 7—Yes, we are in charge of separate divisions.

669. Haa Delhi Province got two Divisions ?—Yes, I (Bir Singh) am
entirely in charge of rural areas and he (Pitambar Singh) is in
charge of urban and a part of rural areas.

870. L. Bal Kishen : They work under the Cirele Registrar of Gurgoon §
—First of all the Government gave one Inspector for rural area, because
the work was mainly started in that area. Then we asked for another
Inspector, but as the work was not encugh in the urban area some
rural societies were placed under him.

671. Chairman: How many co-operative societies are there in the Delhi
Province I—There are 253 in all including 234 agricultural ecredit
societies in the rural area.

672. How many villages are there in the Province 1—305 villages.

673. You say on page 4 of your memorandum that the revival of the
old panchayats is likely to reduce expenditure on wasteful purposes.
How can it be done?—We find that every body is competing with
~one another in spending more money on marriages, and death cere-
monies, ete. If we have the leaders of the villages combined together,
and make them exercise control on people in order to reduce such
expenditure, it will certainly help to a great extent in reduciog the
expenses. '

674. Is there a large number of zamindar money-lenders in your slagas?
—The number is growing now; but it is not very large.

_%75. Their methods are the same as those of the basia money-lender +—

en
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870. The rates of interest are also the same —Yesn; the only difference
is that when the money is not paid or when there is no hope of
recovery, then the zamindar money-lender takes the land under mort-
goage. That is the only difference. '

877. Ia there scope for extending co-operative movement here in the

Delhi Province —Yes. In rural areas there is great scope. We have
et present got societies in 175 villages only.

678. What work are you doing'i.n the urban areas?—We have been
starting co-operative credit societies. It is only two or three years
since the work waa atarted here.

@79. What sort of societies have you started in yrban areas 1—For the
present we have 30 societies in urban areas. Out of these ten are
in the offices, while 4 are thrift societies and the rest are of people
of limited means, s.e., labourers, tongawalas, ghosies, ete. Educated
classes are included in the thrift societies,

650, Is rahti system very much in vogue here #—In certain parts it is,
but now it is declining on account of regular failure of crops. People
are not able to pay their dues punctually and for that reason they
are d:.rying to extricale themselves from this vicious system of
credit.

661. What is this “Peoples International Education and Commerce,
Limited” which you have mentioned in your memorandum {—Theze
are some loan companies having big names. It waas recently sterted.
It has only a name.

gsa Who is the Director or Manager of this company —We don’t
now. ‘

¢fY. Are they still carrying on their operations here?—From Delhi
City they have now transferred their headquarters to Balandshahr
Distriot, becauss here some strict waction was  being contemplated
aghinat them.

684, Do you know the name of the Manager or Secretary t—No. They

sign their initials in such a way that it is not readable by any person.

They don't mention sany names. If you want, we ean give you the
prospectum.

lC;l&'i. L. Balkishen.—One of the Directors of the Loans Bank ie in jail
ere,

888, Chatrman: You said in answer to Question No. 18: “The village
money-iender always advances in kind for seed and cattle”. Is it of
bad quality and supplied at high rate of interest i-—~Yes.

657. Prof, ('Aablani: The memorandum which you have submitted is
the same as those forwarded to us by the Circle Registrar 1—The
Circle Registrar asked us to send replies to certain questions which
yeur Committee had requested the Registrar to furnish replies,

653. We have got one signed by the Superintendent of the Circle
Registrar for the Circle Registrar which word for word is the same as
this t—He might have forwarded our original repiies to your Committes.
889. Chasrman: Does the memorandum represent your views or the
views of the Department —Our memorandum represents our own views,
0. Prof. Chablané: Kindly turn to the first page of your written
wmemorandum. You speak there of the kassiyal register, I want %o
know, in view of the fact that these Aassiyat registers are verified 2y

-
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the inspecting or auditing staff of the Co-operative Department every
year, whether the new Aaisiyat registers are really more reliable than
the old ones f—Certainly, the latest enfries in the ‘hatsiyat regis-
ters are more reliable.

691. You are not of the view that the earlier ones were more reliable
because the members then spoke the truth more readily not knowing
ihe importance that will be attached to the entries therein at the
time of determining their loans?—In the beginning of the societies
the motive of this register is suspected and therefore members either
give toc high figures in order to attract more sympathies or they give
low figures to impress their insolveney. As the sscurity grows they
begin to realise the real motive and give more correct information.

6492. The Secretary to this committee has addressed you a letter, dated
the 8th February 1930 asking for more detailed information on certain
puints on which you have given us some statistics on pages 56-56 1—We
kave not received the information from the Sub-Inspectorg yet.

693 You say that you have not yet received the report from
the Sub-Inspeciors of co-operative gocieties. When will you be able
to supply us with that statement* 7—We shall send it op to the Com-
mittee in a week or ten days’ time,

694. I notice that the figures of debts incurred” by members of co-
operative societies as given in your written memorandum differ very
much from those  figures given in the haisiyat register rent tn us.
How do you account for this differencei—There cannot be any differ-
ence.

&95. The totals of indebtedness given in your memorandum is Rs.
22,668,000 and odd while those in the kaisiyaf register show only
Ks. 14 lakhs and odd “—There were some mistakes in arriving at the
total figures which we have rectified later on.

696. But how do you account for such a big difference 7—There might
be mis-prints also. If you will kindly send me a proof copy of these
figures 1 will be able to correct the mistakes, il any, after proper
verification.

897. Are lands ever mortgaged or . hypothegated to co-operative
societies 7—It is not the practice in this Province.

698. There 1a another difference which I ootice here. You have given
Rs. 93 as the average amount of indebtedness of each member, whereas
I find that it is only Rs. 79.2 in the haisiyat register I—Rs. 95 is about
the correct figure.

€99. Your statement of the total debt of the Province you seem to
assume that the members of the village co-operative societies are
typical of the whole population and that these gocieties do not include
persons who are exceptionally heavily in debt or exceptionally free
from debt. Otherwise you cannot multiply this average of Rs. 63 by
the total number of the rural population to get the total indebtedness of
the Province I—I think members of co-operative societies are fairly
representative of the rural population.

700. Do you think it is so in every village 3—1In the case of members of
new societies, of course, they are not thoronghly representalive, bué
all the societies old and new as a whole arc fairly representative.

701. The older your society, the grenter must be the influence of your
co-operative sociefy on its members and their indebtedness must

*Appendix L
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naturally be less i—Yes, but iﬁ a district where people are extremely
conservative and illiterate about 10 yearg life of crop movement cannot
exercise any appreciable influence in the indebtedness of the members.
702. Because of the mutual control and granting of loans mainly for
productive purposes, the debt of these members must be smaller than
the average debt for the whole rural population. Is it not?—It may
be =0, . n 7

708, You have simply made a mechanical caleulation of indebtednesw

for the whole Province on the basis of your co-operative returns?— :

Viewing in that light, you might take it to bhe so.

704. Among the rural population ‘there are landed people and land-
less penple, agriculturists and won-agriculturists including money-
lenders. All these people are not members of your sacieties {—Our
societies have as their members agriculturists and landless tenants
aleo.

705. Among the non-agriculturists there must be money-lenders also in
tho rural areas {—Yes.

708. Will the debt per head be the same then for"these classes also —
I dou’t say smo.

707. So, you agree that it is not safe to calculate the total debt on the
basis of your returns{--That is our basis, but you might draw your
own conclusions,

708. You admit this is purely a guess-worki—I have explained our
basis of ealculations.

708, You ary you selected 12 representative villages. Will you kindly
tell us why you call them representative f—From point of geographi-
eal divisions they are thoroughly representative. They represent
irrigated and non-irrigated areas, mountainous and KEhodar tracts,
etc., which are the four main divisions of the Province,

710. T notive from the details you have given us that these 12 villages
bhave a co-operative society each 1--Yes
711. And of the rest as many aa 130 villages do not have a co-operative
society I—Yes,
712, So then, to work out an estimate on the basis of these figures
would be wrong as non-co-operative villages have not been taken into
consmderation i—Yes, but I have already explained that about a few
Ee«u working of & co-operative suvciety shonld not be considered to
ave exercised any great effect in the indebtedness of the village.
713. So then, these 12 villages are more favourable than the other
villages in the slaga and they are not representative ones, as youm
say, except geographicallyt—I have explained my point in reply to
your previous question.
714 And another thing is that in some of these 13 villages, the co-
operative societiea have been in existence for long while in many
others they are of recent growth !—Yes, but that will not affect the
pusition in any way. -
718. It will not affect the average only if the co-operative movement
has not decreased unproductive debts +-~You should not take 9 or 10
years aa a pretty long period. In fact, ten calendar years should be
cunsidered as a unit for determining the effects of the co-operative move-
went which we take for our purposes.

N6 In the statement which you have furnished us, you have given

details of unsecured d soci debts and takaws i
{ noe ebta, oty snd osns of your

L)
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Y17, But in the total you have excluded the takavii—Yes.

718-The total debt comes to Rs. 5,658,138 whilst the societies’ debt is
only Rs, 67,671, which is only 12'1 per cent of the whole —Yes.

719, If you add to this the takavi debt of Rs, 15,456 and odd it becomes
Rs. 83,027, i.e., 14.7 per cent. of the total 7—Yes.

720. So that on the basis of your own statement there ig no denving
the fact that 85-2 per cent. of the total debt is due to the sahurar i—
. That is true.

721. Will you.now turn your attentiom 40 the mortgages. The figures

given by you represent 231 per cent. of the total debt. Under the

column “ Registered Mortgage Debt ”?, however, you show ‘' nil 7 and

under the benam: mortgage you have shown only Rs. 7,340. Then how
di-d you get the figure under column 2 “Debt on Land Mortgaged” ? Are

gengfgi If{rxort:ga.ges included in the Jand mortgaged shown under this
ea o,

722 So then the figures under the head ‘“Debt on Land Mortgaged”
¥presents the amount of registered and unregistered transactionsi—
es.

723. We cannot therefore rely upon this figure as the correct amount
of mortgage money for mortgages recognised by law 7—There are un-
registered mortgage deeds zs well. : '

724. You eannot assume that the whole amount under old debts has
?een recognised by law in this Province —Yes, they are recognised by
aw, .

725. Chairman: Up to what sum is an unregistered mortgage deed
valid in law? Perhaps you do not know?%No. 1 do not know the
details.

728. I’rof. Chablani: So then, whether they are registered or un-
registercd you think they are popular mortgages recognised by the
people as suchi—Yes,

727. You have given us a table showing, as a result of your oral
enqujries, analysis of loans advanced by co-operative societies within
the last four years, i.e., from 1925-26 onwards. On the basis of this
statement we cannot find out the real amount of indebtedness under
various heads for the whole village becanse your statistics are obtained
from loans advanced to members of your societies only +—We have
" also collected information direct from the villagers from oral enquiries
in the 12 villages,

728. So then, you cannot rely on this table for comparison of indebig,d-
nesa under various heads between villages which have a co-operative
sociefy and those which have not1—No.

729. 1 mean that this statement cannot be taken as the basis for & tair
comparison between the two classes of villagesi—It gives only a
general idea. LR .

* .
730. You agree that unless you are able to give figures separately for
members and non-members of co-operative societies in these 12
villages, the comparison will be of no nse I—We are not able to collect
correct information or statistics for non-members.

731. Of all the items which you have enumerated ungler the heading
“Parpose of Debt”, (b) and (j) alome, viz., marriage and other
social functions and litigation, can be said to be amounts spent on

wasteful purposes —Yes,
Merars. Bir Singh and Pitambar Singh.
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v32. And all the other debts incurred are for- productive or necessary’
purposes, are they not{--¥Yes. ° -

733. If you exclude items (b) and (j) you will find that the remaining
85°6 per cent. of these debts are incurred for productive purposes in
all these 12 villages 7—We have also to take into consideration the

amount under item {a) *‘ repayment of old debt” and find oul how
the old debts were incurred, and for what purposes.

.

. 1
734, You cannot assume that the whole amount under old debts Eas !
been incurred on wasteful purposes i—No.

738. And for that you may allow & certain percentage of margin.
Taking the percentagea for all these years, 80 per cent. for 192528,
£9'8 per cent. for 1928-27, 918 per cent. for 1927.28, and 98'¢4 per cent.
for 1928-20, we arrive at the average of 925 per cent. From this we are
able to infer that the great bulk of the debt incurred old and new are
for productive purposes only 3—Of course, that iz true. But in a
majority of gases they misuse Joans even when taken for proeductive

urposes. Sometimes only 860 per cent. of the amount taken is utilised

or the purpase for which the loan was secured and the remaining 50 per

cent. is spent on wasteful purpoass such as marriage and other social
functions.

736. There cannot be such a big margin of error in the figures given
here for co-operative societies although I agree that there might be a-
very #mall peicentage of money spent on unproductive purposes as
well. But you must admit on the basis of these figures that at least

0/10ths of the debt are incurred for productive purposes in these 12
villages —Yes, we might take it to be s0, but actually about 50 per
cent. of Bhe loans are misused.

737. There in no temptation for persons who are not members of
co-operative societiea to deceive you into thinking that they are.
borrowing more for productive purposesi—The villagers generally
don’t tell us what is true, firsily because they do not remember and
secondly because they suspect the motives of such enquiries.

738, L, SAri Ram: Professor Chablani only wants to know the reason
why the villagers tell you a lie. They have nothing to gain by so
doing '—1 havo already explained the positicn. '

738. Then do you say that ordinarily villagers are liars!--We don’t
menn that,

732, You say that the villages you have chosen are representative of

other villages in the Province and you also say that members of co-
operative mocieties can Aalso

be taken to ird i i
o i en be fairly typical ordinary

740. Prof. Chablani: Then am I to understand that the figures you
have given us are only a pure guesst—No, they are figures obtained
aflor personal enquiries.

741. Am I to take these figures for the whole population in the 1%
villages as more representative of the figures for co-o?erative societies”
membery of selected villagea given for 5 years I can’t say. P

I think the figures for i3 villages are more representative.

742 You say that the co-operative societies discourage loang for un-
productive purposes. Take for example villages numbers 1, 2 and &
given in your table. You find that expenses on marTiage and other

social ceremonies are much less than not only in other villages bub
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also in the co-operative ‘societies for which you have given us fgures
for 1925-29 in your written memorandum ?—It i s0, but we can presume
that people there are more considerate. ‘

743. You have given ue statistics for the whole population in 12 villages

where there are co-operative societies. From these fgures you cannot

draw the conclusion that expenses on wunproductive purposes are

miuch less in villages where there are co-operative societies than

thcse where there are no societies i—No safe conclusion can be drawn.

74;.' You say that debt usually increases with the size of the holding?

—Yea.

745. And you also say that bigger landlords zlso borrow more for all

purposes detailed in your statement ?—Yes,

746, Do you mean to say that these people are more heavily in debt

Eﬁan the valuc of theip property justifies 7—Yes, there are cases like
at. )

747. You say the debt. ig largely due to the money-lender }—Yes.

748. Do you include in your estimate the villages having co-operative

societies as well as those not having co-operative societies when you say

this 7—Yes, both, . ’ )

740, The haisiyat register shows that 61 per cent. of the debt of the

members of co-operative societies is due to the sahukurs. Do you agree

to this 7—Yes, it is a fact.

780, Please turn to the statement No. 2 supplied by you. You say in

the last column that since 1920, 51 money-lenders have ctopped their

dealing in the rural areas of this Province 7—Yes.

151, The total number of non-agriculturist money-lenders, ac®rding to

you, is only 170 in the rural areas of this Province 7—Yes, we have

excluded .petty money-lenders whose number cannot be ascertained

correctly, _

752. You also find that the number of agriculturist money-lenders is 84

out of this total of 170 plus 84 — 254. This means agriculturist money-

_]tqnders constitute 1/3rd of the whole class of rural money-lenders {—

Yen,

753. And there has been- a substantial decrease of 151 in the number of

other money-lenders since 1920 7—Yes, }

754. Turn to your Statement III*. Are the totals given for the whole

viliage or for the members of co-operative societies only i—For the

whole viilage.

755. And what about the purchase of gold and silver =—That is also for

the whole village. }

758. What is the basis for your estimate of loans required for land im-

provement and for wells, etc. 7—Obtained as s result of personal

enquiries,

'757. Did you make enquiries from each individual-‘l—'We collected

information by having talks with villngers . individuaily.

758, In Statement IV* you say “mustajri”, Can you explain what that ~
word signifies }—It means hypothecation of land with possession, say

for a long period of 20 years or so.

769. How did you arrive at the figures regarding ornaments —From
personal enquiries. v

*Appendix 1.
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%60. You say that rates of interest are from 12 to 24 per cent. Are they

the stipulated rates or the actually realised rates of interest I—They are
the atipulated rates, _

%561, You cannot say what amount is actually realised out of this ¢—No,

762. Are the vates of interest by a samindar money-lender same as those
of the ordinary non-zamindar money-lender i—It is practically the
same,

763. Even if the agriculturist money-lender takes the land on mortgage
with possessioh —If it is with possession the mortgagor has to pay
intereat, '
764. Have you ever caloulated what the net income would be on a
mortgage with possession of land i—I think it will hardly be 4 per cent.

768. Is mortgage with possession general or not?—No, not general.

708. You say in answer to question 4 that ‘‘the lands of the smaller
tamindars are neither passing to the bigger ones nor to the money-
lenders to any large extent”. Then how are debts liquidated in the
last resort !—It is partly paid in cash and partly in grain,

767, If the interest accumulates, the time will come when the debtor's
land will have to be sold in liguidation of the debt i—Yes.

768. If the land is not passing into the hands of the big zaméndar or of
the money-lender, how is the debt liquidated in the last resort?—In
most oases interest is regularly paid without any defaunlt.

769. There are only two possibilities, Either a man must be able to
pay this heavy rate of interest or the land must pass out of his hands?
~—During good harvest seasons he pays the interest regularly. Ha goes
on paying interest for & long time like that and ultimately his property
passes away from his hands.

770, But you say it doea not 1—1I say only his cattle and other personal
effects go out.

"71. Evidently you have not studied this point well, is it not I—Yes, I
have not considered this point seriously.

778. In answer to question 7 you say that the samindar money-lenders
extract labour in addition to intereat particularly at the time of culti-

vation, for which entertainments are provided t—Yes this is in vogue to
» small extent only

773. As a matter of faot, in effect this means that substantially lower
wages are paid to the borrowsr {—Yes, but this is not a general practice.

774, You have said that co-operative societies encourage savings +—Yee.

778. Will you please tell us-what the total working capital of rura}
societien is I—I have said that it is somewhers about Ra. 8,986,000,

778. So out of this amount you were able to attract deposita only o
the axtent of Ra. 13,540 1-—Yes,

777. What is the proportion of the deposits by members of co-operative
societies to the total working oapital I have not worked that out,
hut roughly about 25 per oent. of the total.

778, But according 0 you only Ra. 10,000 and odd represents the savings
in the form of deposits of members of oo-operative societies cut of a
total working capital of Ra 8,596,000 and odd +—Yea.

779. How many rural sccisties are there which get their working capi-
ulnll independently of the central bank ¥—I think there are about 10 in
all.



780. From the Report of the Begistrar of Co-opel:ati-ve Bocieties for
«928 I find that the figure is only 57—It might bé so.

781. Do yon insist on compulsory deposits from the members of your
societies +—No. '

%62. Yon insfist on every member taking up eome shares?—Yes.

v83. Turning to your urban societies what are your total deposite for
19291—We have not got figures now. The figures remain varying.

784. It is given as Rs. 50,000 in the Registrar's report for 1925, Bo
that we find that the major portion of your deposits from urban socie-
ties rather than from rural areas?—Yes,

785. Your urban societies are more sound than rural ones —Yes. In
all societies of “limited liability we have the compulsory system of
deposits.

786. And the bulk of the societies in the urban areas are limited I—N~

they are almost equal. There are 20 limited societies and 19 unlimited
soctetiee in the urban areas and there are two kinds of societies,
credit and thrift.

787. What I want to know is ‘whether more than half of the total
amount of deposite are derived from the compulsory deposits system in
the thrift societies !—I am sure that the vast bulk of these are ordinary
deposita, .

788. Can you give us a rough percentage 70 per cent. may be taken
to be optional deposits and 30 per cent. compulsory deposita.

789. Will you kindly send us at your early convenience the actual
figures according to your latest returns I—Yes, we shall do so.

790. Except in some cases in urban societies there is no case in which the
deposite of an individual are greater than the loans taken by him't—
‘That is true,
791. So then the so-called saving is unreal unless you find out that the
growth of savings is greater than the growth of indebtedness ?—Yes but
it is a question of time. The movement is still in ita infancy here.
792. You don’t ordinarily admit a banta as a member of your society 1—
There is a0 such restriction.
793. But ordinarily there are a number of members of your societies
who do a bit of money-lending in the mofussil t—There are only very
few cases. .
794 What is the margin of difference between the borrowing rate by the
central -bank at the one end and the actual lending rate to the indi-
vidual member at the othier end —Central banks borrow st about 6} per
cent, and the rural member gets his locan a4 12) per cent.
785. On an average for the last ten years do you know how much money
has been lent out to the eo-operative societies in this Province 3—About
& lakh and a half, yearly.
706. There are some societies outside Delhi Province. Da they get the
same rate !—Yes. T
797. On an average your loans are between 4 lakhs and 8 lakhs; in 1921
four lakhs and in 1927 eight lakhs. The average will coms to six lakhs{
--Yes, this has been the average. of ontstanding loans against secarities
798. Considering the margin between 8 per cent. and 12} per cent. the
average ever since the starting of the movement in 1919 will work out
at Rs. 29000 a year, and in ten yoars time it ought to be pearly ¢
lakhs —But the deposits at 8 per cent. have been very fow.
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709. I am coming t6'that. Now, on the other hand the individual mem-
ber who according. to you was borrowing at the rate of 18 per cent. to
94 per cent. before the-co-operative society was started in his village
and is now borrowing at 12§ per cent. must have saved about 8 per. cent.
in hiw interdst charges, which means 48 thousands & year. So the total
savings should be in the neighbourhood of 9 lakhs ?—Yes,

800. Out of this 8 lakhs the Central Bank has got only Rs. 30,000/- as

Toserve I-~That is only 25 per cent. of the profits.

L. Bal Kishen: They have got other reserves also.

801. Prof. Chablani: What is your general reserve in the societies?

809. L, Bal Kishen: You counted the profits of the whole movement$

‘808, Prof. Chablani: The profita of Delhi only.

804, L, Bal Kishen: What | gathered was thai you bave just worked out

these figures on what the Central Bank has lent out. Ons fourth is in

other Provinces and one fourth in the Delhi Provines, '

808, Prof. Chablani: How much of their resérve do the rural societies

of your Province keep in the Central Bank I—That might be known

from the balance sheet of the Central Bank.

'808. L. Bal Kishen: My point is that the Ceatral Bank has advanced B

lakhw to mocieties, These include societies of Delhi Provines and the

moocietion of other urban aveas :

807. Prof. Chablani: Gurgaon. societies are financed directly by the

Delhi Central Bank or through any intermediaryi—It is financed

direotly. )

"809. Out of the loans to societies it seems that quite a considerable pro-

portion of loank is advanced to societies putside Dethi Province?

809, L. Bal Kishen: This is the amount of loan lent out to units as the

surplus of the Central Bank, because they cannot utilise that amount.

810, Prof. Chablani: That means that it ia not utilised for Delhi

-aocietien, What is the total reserve that you have got !—We have not

got figures here. It is about one lakh.

B811. You can refer to the Aaisiyat register supplied by you if you con-

%i.der it reliable, which shows that the societies’ reserve is only
8. 84,000,

814. L. Bal Kisken: It is right; add profits siso and this will give you
the figurea of reserve,

213, Prof. Chablans: What is the total of the twoi—Jt is about one
Inkh. Then so far na the Delhi societiea are concerned, wa have got this
reserve and nothing elsa.

814, L. Bal Kishen : In caloulating these figures you have also included
that 8 per cent. of difference which is between the bania rate and the
sooisty's rate. That saving comes into the society in the shape of
shares. Add the shares and deposita also,

818, Prof. Chablani: This is the reserve and then you have got in
addition the shares of the bank, which amount to R&’oes.ooo +—Yes
818. So ever sinoe the start of the movement during the last tan years
thig is the net profit of the movement in Delbi t—Yea

817. L. Bal Kishen: Add Ra. 33,000 of the deposits also of members and

non-membars, )

818. Prof. Chablani: (to L. Bal Kishen)—Nos that of non-members.
YOL. IV ' 4
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-810. (To witness) Do you find that fhis movement har actually been
able to lower the rates of interest in the mofussil area }—Only slightly
in some cases in certain villages. -

820. If you take the prevailing rates of interest, are the village rates of
interest lower or higher than before —Only in a ifew casts of villagea
they bhave been lowered. -

821. Can you give us inetances in which the rate of interest was so
lowered ¥—There may be half a dozen of villages, in which it has been
lowered, for instance, Bakarwala, Mitras, Hassanpur Pandwala
Khurd, ete, e
822, Otherwise generally there is no effect --No. »

823. Is it the popular impression or belief, that the rates of interest
are going up I—During the famine time they have gone up.

824. In how many years had you scarcity during the last ten years?—
1921 was a scarcity year; 1924, and then from 1928 up to date,

825. Which means 5 out of ten years were scarcity yearsi—Yes,

826. Have you been able to decrease the total borrowings of the mem~
bers I—No. ’

827. Speaking of your own experience as Inspectors of Co-operative
Societies, do you find, so far as the primary gocieties are concerned, any
:ﬁa.l smutual control by the members {=—In a few societies you will find
_that. . .

§28. In how many !~—Hardly 5 per cent. or 10 per cent.

829. Is it a fact that the Central Bank, beyond giving the loan, does
not: bother itself about the aetual working of the societies in the vil-
lages 7—So far it does not. It however receives the audit note of its.
effiliated societies every year.

830, Has the borrower become more businesslike and more prompt in
repayment nowadays -—Only the man who has got better character.
But there is not much improvement in this respect.

831. Is it & fact that so far as recoveries are concerned, the proportion
of recoveries to outstanding debts is going down rather than going
np It is going down simply on account of the famine,

833. Do you find that the Punjab Alienation of Land Act makes any
difference so far as the security to the society for the losns that it
advances is concerned? Do you find that the Punjab Alienation of
Land Act has actoally weakened the security to the society 1—Yes, ®
_has weakened. "

833. Will you pleasé turn to your memorandum. There you have said
something about the lcans in kind. You say that the loans in kind are
also valued on the basis of cash +—Yes,

£34. Are the loans in kind never repaid in kind on the swai basis $—
Not on sewasi basis, but when a repayment is made in kind, the value
of that amount is given in cash. : 1

835. You seem to suggest that this is really unfair, Is not the price of
commodities or produce at the time whern the loans are advanced really
higher? Is not the price of grain usually higher in October than in
April i—Not always, For the last few years I think it was generally .
higher in the beginning and then it went dowm.

A38. In March or April the rates are generally cheaper than in Octcber
or November 1—OI cousse at the harvest season.
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637. Bo there is nothing unfair in the practice -But the bania takes
the rate which is the lowest during the whole harvest season,

638. But the price of the produee is always lower in March than in any
other month of the year. The repayment would ordinarily be in the
month in which pficea are at their best 1—The corn is ready in May.
Some people keep their corm till June. The money-lender would not
credit the price at a rate prevailing on that day but he will allow the
jowest rate throughout the whole harvest seasom :

829. Hawp you any specific cases to substantiate your statement that the
man has repaid in June, but has not credited the priee prevailing in
June t—1 will send you these instances, if possible

8:0. You also seem to take exception to the monecy-lender’'s practice of
prefering to give loans in kind #—This is the practice nowadays.

841. You seem to suggest that this is an objectionable praciice 1—
Certainly.

842, How is it objectionable when villagers need commodities and not
eash! Is not the whole economy of the villages one of barter 11 the
articles are provided ai & reasonahble rate, that is all right

m‘%mobjcctionintothepﬁmeharged and pot to the system thent
—-_u -

845. But all over the world a retail dealer dealing in small quantities
«with emalli men and trading on a small scale charges a much higher
rate than the wholesale dealers t-Yes, be doea

845, Have you ever compared the prices of the dealers in Subsimandi
ard those in the city !-There is a vast difference—about 50 per cent.

848. Do you find a difference of 50 per cent. in the prices which the
money-lender charges to his clients and the prices at which he buys ¥—
It is not wo high I think '

847. And there must be an appreciable difference in the buying and

welling rate and management charges from his small basiness if he has
to carn his living 1—Yea,

548. And hia rates for thess commodities are the sams for borrowers aa
for pon-borrowers 1—They differ.

849. You mean that cash rates are different from credit rates I—Yea In
addition to the difference in rates, he charges interest on credita

850, Bupposing \he agriculturist bas got cash, whenes would bhe get his
commodities except from the village bnwia +—In Delhi he can buy from
the market i the aty.

" &31. Bot be shall have to come from a distance of at least 5 or ¢ milen T—
The distance does mot appear o be so great here.

853 Thers are other temptations in the city —Yes.
£33, But the bania who ia conducting banxiness on & smail seale in »

small village must have suficient earnings to live if be is to serve the
village +—Yea

sy In ve to Question No. 18 you say that the money-lender takes
the tbokpb‘pmdm aad takes W omt only when the enrm market ia
favourable. Who then sells the corn in the mend:?! I the momey-
lemder corners the whole supply wheace does the mandi pet its supply
i the harvest searon 1—He sells the corn when the rates are favourable
tc him
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868. But every day in the harvest season some corn is sold in the mandy.
Who brings 1t4 If the money-lender ir cornering the whole thing - for
sometime = nothing can come out im the mandi till the maerket rate
becomes favourable {—Partly he staresrand partly he takes- out.

‘856, So your suggestion that he keeps the whole of the produce is
wrong }—No. .

887, Otherwise there is nothing to sell in the market 7—He may some-
times store it.

8%8. But you know that he stores a portion and not the whols i—~What
I meant was that the bulk of it must be stored.

869.. Them the bulk of the produce is ‘not sold in the mandis in the
harvest season }—Yes.

860, Yor have mentioned in your memorandum the various charges
borne by the agriculturist in the mandi. Which of these commissions
“will: your commrission shops be able to avoid; if you open co-operative
eommission shops, aw-yon suggest-.They have to pay these charges,
but slightly less.

861. But the bulk of it has to be pﬁid 3—Because the practice has to be
followed.

86%. You suggest. in your memorandum that the arkiis advance 75 per
cenf, of the estimated price of the corn when it is stored- and. charge
only 73 per cent. interest. Will a bank be able to charge less thap that
rate I—No. The system of giving advances is confined to Delhi market
only and does not prevail in the mofussil markets.

803, So there is nothing to gain by substituting an arfiz for a bank
for advancing loans on the security of the produce ?—That is only a
remedy for false rates and false accounts.

868, So then except in cases where the malpractices prevail there is no
necessity for any financing agency for advancing money against the
produce to be stored 7—Yes. -

866. You say below then that that facility too is rarely availed of;
why —They want the money- immediately.

866. Even if they could keep the prodiuce for some time and get better
prices, they would not do it —No.

668. You have made certain suggestions in your memorandum about
mortgage banks. Do you think that in Delhi you could sell debentures
on mortgages of land? Is Delhi familiar with debentures?—1 have
not thonght over this point.

869. Can debentures issued on the mortgage of land subject to the
Land Alienation Act become a freely marketable and a reliable
security i—I do not know, !

870. At any rate you have already said that so far as co-operative
soiceties are concerned, the security becomes less because of the Land
Alienation Act?—Yes. We do not suggest that the mortgage banks
should issue debentures, but we suggest that the provincial banks ahouid
issue debentures.

%

(The examination of the witness was not, concluded when the com-
mitter rase for the dny. This witness was further exomined on the
eixt February 1930.)
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Thm‘sday, the 20th February 1930.
NEW DELHI.

PapeRsT : i
Khen Bahadur Diwan ABpus Hauio, C1E., 0.B.E. (Chairman).
Professor H, L. Cranran:, M.A.
Lala BaL EmyEEw,
Mr, V. F. Guay, ML.C.
Mr. V. 8, MaRBALLI ({Secretary)

Mr. V. K. Aravamudha Ayangar, M.A., C.LE., Secretary, Indian
Central Banking Enquiry Committee, was also present.

ey

Mr. 5. C. FOZDAR, Agent of the Central Bank of India, Limited,

Rai Sahib Kaowar Mozt Las.
Lala Seni Raum (Co-opted member).

(Mr. Forxdar was examined on the notes of Professor Chablani’s
interviews with him which are printed on pages 290-23¢)

Oral Evidence.

87\, Chairman : Mr. Fozdar, you are the Agent of the Central Bank of
India, Ltd., at Delhi t—Yea.

€74 Far how long +—For about 8 montha now.

873. And prior to that where were you +—1 had been in several places
as the Agent of the Central Bank of India, at Karachi, Amritesr,
Lyalipur and other places

874 In answer to question No. 72 you say “If the indigenous banker or
even the money-lender of the mofussil was recognised by the Government
and given the same facilitios for recovery as are open to the co-operativa
societies, it is ible to make the shrof in the mofussil & link between
the joint = banks nn big commoercial ocentres and the fpancing
agency in the village'’. ?I you mind making yourself s little more
cloart What sort of ucognmon or facilities have you in mind }-1f
‘they are recognised by law it is well and good. Of if they are reecog-
nined by Government . as shroffs they can command better confidence
from the joint stock and exchange banks. If thess sdroffs are compel-
led to keep their accounts in a proper manner they will be able to get
bettar facilities from the joint stock banks.

876. What fIacilitien are you thinking of —Facilities of disecunting
sheir bills more freely, fornnnple. Co-operstive banks are having
generally in their own possession certain amount of stocks against
which they are lending. They are also allowed to take in their posses-
sion agricultural lands.

Y. L. Bal Aishen: mwmtxnhnhmdm&eMefmtmgu
an agricuitural bank t

oM. Prof. Chablani: Coartainly nob

€%, L Bal Kishen: The Land Alicnation Act is applied to eo-oporative
organisations exactly in the e way as 4o nom-agriculturiets
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w80, Chairman: Your point seems to be this: that these co-operative
societies are enjoying certain protection and privileges which othér >
meney-lenderg and indigenous bankers do not enjoy. We want to know
from you what sort of protection or support from Government
you have in mind which you would like to be extended to the indigenous
bankers and money-lenders to make them more useful 7—The pablic is -
under the impression that co-operative banks are practically Govern-
ment banks or are supported by them. With this goodwill behind
them the co-operative societies are competing rather unfairly with
joint stock banks and other indigenous bankers so far as attracting
deposits are concerned. Moreover these co-operative banks hold a lien
over the produce from the land of their borrowers with the result that
the borrower himself is left-at the mercy of these banks.

881. Later on you say ““Co-operative banks and Government through
their Post Office Cash Certificates and short period loans in the shape
~of Treasury Bills compete unfairly with the Indian joint atock banks
“in the matter of attracting deposits’’., How will you stop this unfair
~ competition I—Well, we have to take the human mentality into eonsider-
ation. The policy of ‘‘safety first’”’ is the criterion with the public at
large. When Government keeps ita coffers open and attracts deposits
‘ through Postal Savings Banks and Cash Certificates people naturally
have recourse to them although a joint stock bank gives the same faci-
lities to the public and offers the same rates of interests. As a result
of this, crores of rupees go into the Government coffers and are thus
put out of use. In the same way these co-operative banks by offering
high rates of interest on deposits work in unfair competition against
joint stock banks, who naturally do not find it possible to offer high
rates on deposits. On the one side we have to -face competition by
the exchange banks and on the other the co-operative societies, Postal
Cash Certificates and Savings Banks. Supposing I offered 54 per cent.
on fixed deposit and another bank (I don't want to name it) offered 6
" per cent, the depositor would naturally risk his money tc some extent
.and place his funds there. But if I too offer only 4} per cent. aa
the exchange banks do, then the depositor prefers to go to the latter as
he thinks that his money is more safe in their hands.

882. L. Bal Kishen: Don't you think it is but natural that the depositor
choos_es what he considers best and safest ?—I don’t deny his right.

$33. Mr. Gray: Don’t you think the public confidence in the exchange
banks is created by the huge amounts of reserve which they show in

their balance sheets 7—They don’t keep their reserves or invest them in
-India.

" 884, But it does not maiter where the reserve is ~—Not a single depositor
looks into the reserve.

895. Then how do the exchange banks interest the ordinary deposilor 1—
These exchange banks have ample funde at their disposal. A merchant
who keeps his stock in trade in the godowns of these exchange banks
gets special discount rates and other facilities offered to him. Aa there
is.a rumning account between the merchant and the exchange bank,
the former naturally makes his deposit also in the same bank. The bank
also deals with his export and import bills. We, the joint stock
bankers, are placed i a peculiar position. As far as I am aware, in
he west, these exchange banks are not allowed to take in deposita.
Such being the case, if their deposits are a!so,re_stricted in this covniry
. then there will be any amount of scope for Indian backing. They are
using their sword both ways at present. )

Mr. 8. C. Fozdar. .

‘o
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886. L. Shri Ram: Mr. Fordar, you say that the indigenous banker in
Dethi does not finance agriculture, but he helps the trade and industry
to a iimited extent buf does not keep any deposits with any industrial

.concern. Do you know there are s numbér of people in Subzimandi

and Sadar Bazasr who advance money to agriculturists {—I don’t defy
there are private money-lenders, but my reference is only to recognised

whrofa. N

887. You say indigenous bankers do not take in regular current deposits
bot they compete with joint stock banks for fixed deposita. Up to whas

extent does that competition goi—Competition is there and it cannot
be denied.

888. You cannot give any figures I—I am unable to furnish figures.

889. Referring to demand bills you say that ‘‘the indigenous bankers
purchase the demand bilis themselves from the surrounding mandis at
a rate of exchange ranging between & annas to 8 annas per cent.”
Could you tell us whether these are the rates charged at every mandil— .

These rates are charged wherever there is no branch of the Imperial
Bank of India.

$90. I have never heard of such rates. Could you name such a mandi1—
Palwal or Ehurja mandis.

891. And what do you think would be the actual cost of remittance plus
the risk 1—It all dependa upon the timme and the season. These people
think that the bills can be re-discounted and they are absolutely certain
that these charges will be reduced by 25 per cent.

892. The factor of competition does not work there, doea it 1—No.

893, When the rates are so high as that how many persons do this sert
of business —Any number of them. I know of 8 or 8 people who have
dealings in my own bank and there must be many more of them.

884. During what months of the year does this happen I—From the end

of March to June and from the end of October to February during thy
cotton season,

898. Now what is the need for money in Khurja then !—They don’t
want mouney actually but thia iz the time when the people export their

grain to port towns and bhaving no direct connection with people at
the port towns they depend on the artias for their needn

* 896, Now then, the artias have to keep a certain amount of liquid cash

with them to meet the demands. Does that put them to s losat—It is
absclitely nil. It at all it is about 2 days’ interest at the most.

2893, Is there any croes trade between Delhi and Khurja t—Money has
to go to Khurja.

884, Supposing the Central Bank wants to send Rs 100 what will it cost
yoi 1=t comes to but one pice per Ra. 100

890, You ‘;ay that the Imperial Bank charged a discount on cheques
exceeding Rs. 5,000 of 3 annas per cent. on remittances between the
city hraoch aud the New Delhi branch, within a distance of 4 miles;
then do you consider the discount rate of 6 annas too high in the busy
season between Delhi and Ehurja t—Viewing it that way it is not. But

I must say you should 2ot compare this with what the Imperial Bank

doea.

900. I am not defending the action of the Imperial Bank at all. 'i am
obly drawing your attention to the mentality of the traders.

). Chairmen: I might make the position clear. Mr. Fosdar bas
appeared before us an the distinct understanding shat be will give us
the benefit of his experience on matters of fact in this Province and not
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on the policy of his Bank or any other banking 'orga.nisa.tion. Bo, we
had better confine ourselves to that.

902. L. Shri Ram: $s regards Aundiz do you think the position of the
sgller has anything to do? Do you think ‘the position, status and
stability of the seller has anything to do to make a differemnce in the
discount rate I—Certainly, it has a lot to do.

903. You say that the deposits in the city are distributed amongst the
Government securities, joint stock banks and private indigenous-
bankers. Which of these forms of deposits do you consider the most
advantageous for the City i—Decidedly, the joint stock banks are the
best, speaking as & joint stock banker myself.

904. May I take it that your opinion in this matter is & little pre-
- judiced i—Not at all.

905. I am not enquiring of the advantages from the pomt of view of
the depositor. I am asking your opinion as to which you consider the
gest for the City?—I will say it again that joint stock banks are
better. ’

906. The joint stock banks put 33 per cent. of their deposits in Govern-
ment paper with the result that to the extent of 33 per cent. of the
d_eliosits the public lose --—We have also to look to “safety first” prin-
ciple.

907. I am not concermed with that prineciple at all. I am putting it
to you, is it or is it not a fact that to the extent of 33 per cent. of
the deposits in the joint stock banks are lost to trade i—1 cannot admit
that. It is not a loss at all. We can convert the paper into cash at
any time, .

908. Supposing you had 10 lakhs of deposits in your bank and out
of that yoa had put away Rs. 33,000 in Government paper, do you think
the Imperial Bank will advance to you later the same amount on tha
securities which you had purchased a few years agol—After all the
discount is not more than 5 per cent. in any case.

809. T am only concerned. with the question whether the full amount
invested in Government securities is realisable on discounting them §—
I fully appreciate your point now.

910. And to thai extent, however much or low it is, the public of
Delhi stands to lose i—But 5 per cent. is nothing at all

911. Z. Bal Kishen: But don’t you keep up the level of your securities
always? Supposing you sell sway some today don’t you bring its
level up again §—Deposits create credit and credit creates deposita. If
I am a borrower to-day I am & lender to-morrow. That process works
itself automatically.

0g. L. Shri Ram: In reply to question No. 60 you have stated that
“Loans against mortgage of property are generally shunned by joimt
stock banks here, though some of the banks a few years ago used to do
a substagtial amount of this business on a high rate of interests”. You
consider that an unsafe business now {—It is not only unsafe but the
present depression in trade conditions—and I am sorry to say that the
present exchange ratio is again responsible for depression in trade—
have automatically reflected on the cost of lands, buildings, properties
and- everything.

913. "The security cannot be liquidated at any time and therefors youw
coneider it unsafe, is it not I—That is so.

90H4. Later on yon say ‘“business generally is now in the haads of the
indigenous shroffs or sahutars with an average sarning of 18 per cent.,

Mr. 8. C. Fordar.
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to 18 per cent.”” Don’t you think this is not a fair statement of facts
viewing it from the point of view of a shrewd banker as you are t—That
is my information and I believe these to be the general rates,

'916. Perhaps you don’t know what the indigenous bankers actually-
realise {—Of course, it must be something leas. '

918. Don’t you think that sometimes—not- for speculative purposes but
for bona fide purposes—mortgage of property is necessary —Yes.

817. What is your idea supposicg a debtor defaulis payment snd if the:
joint stock bank or an indigenous banker goes to court; don’t you think:
the court will naturally be inclined to be more favourable to the joint
stock bank than to an indigenous banker —I don’t think so. Courts.
cannot view differently.

918. What is your average lending rate in Delhi? Does it ever exceed
8 per cent, I—Never,

910. And even though you may be able to get 12 to 18 per cent. intereat:
on mortgages of land you don't resort to that sort of londing because:
you conaider it unsafe i—People when they take loans are as doeile-
as anything and when it comes to going to court the borrower is happier:
than the lender.

920. That is exactly my point. I won't ask for more than 9 per cent.
interest if I consider the security safe enough 1—We won't like to invest
our funds in that way, practically locking up our -resources,

921, So persons who advance money against mortgage of land and other-
property are neceasary for the welfare of the country at large I-—I dare-
say these indigenous bankers are necessary institutions but their activi--
tiea ahould be curbed to mome extent.

828 Could you kindly tell us from your experience what net jmterest is
realised by these indigenous bankers I—They don’t realise all the intereat
-that is stipulated in the bond. I cannot think of any concrete instance
to quote how much they are actually able to realise. Undoubtedly I.
bave my aympathies with them.

938. You say '‘the inter-sAroff rates at Delhi affect the joint stock banks-
periously 8o far an sheir deposits are concerned. In the market this day-
to-duy loan business ia done in large volunes between the sArofft at the
rate of 8 pies ver cent. .per day”. BSo far as my knowledge goes I think
it in only 3 pies per cent. 1—No, it is 8 pies per cent.

n34, You further say that the reason why the shro#fs prefer to borrow
fram one another at a high rate of interest rather than from the Indian-
joint stock bunks in partly- because they wish to keep the knowledge-
of their transactionia known to as few people as possible. partly because
they know each other’s financial position more amntimately and partly-
because they have not to go through the formalities which a joint stock-
bark has to insist upon. Does this not sthow that the indigenous
banker is easier to deal with as he is available at all hours of the
day t—From a trader’s point of view it is all right, but taking it from
the point of view of the joint stock banker it is not so.

#8 I will come to your rescue in a minute. You say further: “The-
joiut stock banks do not vary their rates of interest according to_the-
secaritiea offered, because their principle is that the best of seourities
oulv should be accented in the shape of Government promissory nhotes
and approved shares of various concorne’”. Then if you are, i I may
say o, a0 bhard-bearted because you deal with only ihe very best
securities, then to deal with the sscond besat ones, indigenous bankers
are & necesaity +—I don't dispute the statament. 1 pevertheless cannot
understand your charge that we decline to accept second rate securities.
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9268. It is so according to your own statement as given bere that you
accept only the very best securities. So then, 1 say that some institu-
tion should exist to deal with second rate securities —-Of course,
gamblers also require money. :

927. But you agree that, after all, indigenous bankers are & necessity I—
There is no doubt about it. .

923. Then I note you have a complaint against the Imperial Bank of
India and say that their Aundi rate is generally the bank rate or half
a per cent. below the bank rate in the slack season while the joint stock
banks’ Aundi rate is generally 1 per cent. over the Imperial Bank rate or
reaching up to 9 per cent. in the busy season. Then what is the change
that you wish to make —I don’t want the Imperial Bank to compete
with the joint stock banks in any manner.

929. So then you will revert to the idea of having a Centra| Reserve
Bank +—So long as the Imperial Bank iz made the ‘custodian of the
funds of Government it is not possible to prevent competition. If
thix is stopped to-morrow and they are also placed exactly in our posi-
tion then we will have no objection whatsoever.

930. lThen, I suppose, you are prepared to rub shoulders —Yes, cer-
tainly.

931. You say that the variations in the rate of interest take place
between 3 to 4 per cent. during different seasons in the year and you
say that it goes down 80 low as 4 per cent. and has gone up to 8 or 9
pper cent. Have you any experience of the variations of the Bank of
‘England rate, for example, in the Weat 7—There is very little difference,
if any. It does not deviate more than 1 per cent. either way. And that
is the very reason why the exchange banks are able to do their business
in a sound manner without any trouble whatsoever.

932. The wide variations in the interest rates in India are hampering
only the business of the joint stock banks or are they an impediment to
the Indian trade as well =—It affects trade in general and joint stock
banks in particular,

933. In answer to question 67 you say that ‘“‘the banks seldom avail
themselves of the facilities offered by the Imperial Bank in the form of
supply bills as rates charged are too nnattractive for any decent bank’.
"What are the unattractive ratea you refer to ?—They generally discount
at heavy rates and also sell at heavy rates to us. They charge about 2
annas per cent. on remittances which is too much'.

934. Prof. Chablani: Don’t they make some concession in the case of
joint stock banks?—They allow some concession only on Telegraphic
Transfers over Rs. 5,000.

935. L. Shri Ram: My point is, do you consider the rates kigh and
if so what are your views on that subject i—I may say that they should
do it free of charge; or at any rate at as low a rate as possible.

93g. Then, do you consider that they should have two different rates, one
.for the gemeral public and the other for the joint stock bank?—Yes,
hat is advisable. ‘ .

'937. Do you think there is more scope for all sorts of banking in this
“Province on there are enough facilities existing at present }—As far as
Delhi is concerned we have at present emough and more banks.

'938. Taking the country as s whole 7—Taking the country as a whole we
Fequire-any number of banks. ) v

- Mr. 8. C. Fozdar.
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939. But the existing joint stock banks cannot meet that demand i—As *
long as they have fear of competition from the Imperial Bank and the
exchange banks they will not be able to meet that demand. .

940, So then, you think the joint stock banks cannot multiply and
flourish on account of the present competition from the Imperial Bank
of India, the exchange banks, Postal Cash Certificate and so on {—That -
is my view, N

94]. Bocause Government is & borrower through Postal Savings Ba:n!:s,
Cash Certificates and Treasury Bills, you think the traders and joint
-stock banks suffer i—Yes,

942. The exchange banks in Delhi have huge deposits from the 'Dé_lhi
publio with them and they invest or utilise these deposits in financing
the imported articles, is it not I—That is so.

9438. To your knowledge, do they do anything in the way of helping trade
and industry generally in Delhi 1—So far as I am aware they only help
in the foreign trade of the country and they don’t fivance the growth
of internal trade in thia country, Most of the deposits go to cover the
fat pay of the agents and managers of these exchange banks.

944. Have you any knowledge of their advancing money on any goods
other than imports{--I don’t know.

945, Prof. Chableni: Mr. Fordar, the substance of interviews which I
had with you was put together for your final approval, and these
interviews were held at different timesi—Yes.

946. I am sorry I have to put this on record because I find that some
of the members of the Committee have not taken into account the
fact that you are-being examined on the substance of the interviews
which took place at different times and not on a fermal written memo-
rovdum 1—Yes, that is so. .

948a. Chairman: | quite understand the position now.

7, Prof. Chablani: Will you kindly turn over to your reply to Ques-
tion No. 86—where jyou say: ‘“‘Indigenous bankers do not keep any
current account, but they compete with established joint stock panks
for fixed deposits’’. You were uuoable to give any definite estimate
to L. Shri Ram of the amount of these lixed deposits. - Presumably
these indigenous bankers who receive asuch deposits are almust all
persons who are assessed to income tax. Am I right in making this
presumption '—Certainly, they are all assessed to income-tax.

948, If we could get returna from the Incoms Tax Department showing
the amount of interest which these indigenous bankers had paid on
deposita, we should be in a position to make an estimate of such
deposita I~But the Inoome Tax Department would not be able to

supply such returns, because the indigenous bankers don't give any
details in the returns.

849, Supposing we get A separate statement ghowing the amount of
interest paid by the indigenous bankers to the de?ositoru, shall we
be in a position to make an estimate of the deposits !—Yea, you can if
you get such & statement,

930. I am ignoring altogether the case of an indigenous banker who

does not pay income-tax and receives deposita. Am I right in ignoring

euch oases t—Yes, but you will not get such details, '

951. If we get the details !—Then you can arrive at a fair estimate,

932 Because the man who accepts deposits and yet does not pay

income-tax is practically unknown in Delhi !—Certainly, the depoaits
.2

L]
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* .are ml:t kept with every Tom, Dick and ‘Harry, but with substantial
- 4people, S

[ e s . t
. "953. You have said in your memorandum that of the total discounting
_busmqss in the city nearly 75 per cent. of the bills are held over for
. maturity by the indigenous skroffs themselves, the remaining 25 per
cent, are offered to the banks for rediscounting. Does this mean re-
discounting of mudati hundisi—Yes.

‘86¢. Could you -tell me how much business of this 25 per cent. is done
by the Imperial Bank by way of rediscouniing and how much by the
ather banks i1 cannot give you that figure.

955. Can’t you say roughly that so much of this was done by such and
5 such a bank 7—In fact the exchange banks hardly take ary interest in
the hundi business. Practically 2/3rds and 1/3rd might be the pro-

-portion, between ihe Imperial Bank and the Indian Joint Stock Banks.
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958.Will you kindly turn 4o the portion of your interview where you
say that *“ it 13 verv common for persons iike pensioners to mvest
their money in hundis rather than keep it as a deposit in a joint
stock bank. ‘Nearly 10 per cent. of the Aundi business of Delhi was
in the hands of such persons*, o -this-may be looked upon practi-
"cally as a short time deposit by such persons It does not work out i
that way. Theyv are permanent purchasers of the bankers’ Aundis also,
because when the Aundi aatures, the money does not come out at
once, generally the hundis are returned by them,

9590. What 1 -say is that these bankers and people who are not
indigenous bankers -in the real sense of the word and buy nearly
10 per cent. of the Aundis form part of the investing public who
kéep deposits, and so I am right in consgidering their purchace of
hundis as short period deposit {—Certainly.

960. If ¥ am to judge of the habit of investment of the people of
_ Delhi," I must take into account these deposits as short period de-

posits +—Yes.

$69. Again, in your memorandum you say that ‘“of the total funds
available for investshent from the public about 33 per cent. was
absorbed by Government securities including treasury bilis, 22 per
cent., went into the hands of shroffs and the remaining 44 per oent.
was got by the banks in Delhi”’. - Does pot this reaily mean what
yon seemed to imply in your reply to L. Shri Ram, that the banks
keep 33 per cent. of their cash reserve in Government securities or
something quite different? I understand this to mean that Gov-
eroment gecurities formed 33 per cent. of the investment of the
public including banks and not that Banks invested 33 of their in-
vestments in this form1?—Yes, you are right. -(To L. BShri Bam)
Mr. Shri Bam, I am sorry 1 could not follow you then. Of course
our bank also has kept 25 per ocent. in Government securities, and
here is my mnswer to your guestion. Bnt this is An entirely different
,ﬂ“qg. . . fi

Mr. 8. C. Fozdar.
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. Have you ever notlced during the course of your general
hulmul experience that these iovestments in Government securities
go upin years of depression-and go down in years of achive busmeas?.
-~You mesn the inveetments of the public!

963. Yes, I want te know "whether people buy Governnient securities

move if trode in slack and less if trade is active. The figured given

to us. by the. Income Tax Department of the amount of interest

on Government securities year by year assessed for income-tax at

source seems to show that in certain years it goes up very high and
in others it goes down. The expla.na.tlon suggested to us by an officer

of the Department is that it goes up in vears of depression and- it

goes~down in years of active businesa. What is your own view in this

mutter t—I weuld put it in' this way. When trade is brisk and

producer is safficient in. ther country, money is patwrally in: demand;:
and-when money is in demand, - those who- underetand the- mmmng

busimess properly, prefer to give deposits at a higher rate of interemt

10 the banks and ‘se they: sell off part of their Government paper

temporarily to invest it as deposits at a higher rate of interest after

ealeulating the income-tax on it. That is the only explanation, which

weems to be correct

00d- I pass om to your anawer to Question 50 wherein you say: “‘of
the total amount of meems of payment needed for the marketing of
produos in Delhi amd the neighbouring mundss, cash, in the form
of silver rapees constitntes as much as 60 per cent., and the indigenous
banber's bundis 30 per eent., only 10 per cent. hoing finaneed by- the
Jjoint stock banks including the Imperial Bank and exchange banks’.

It iz obvious then that even today so far as banking is concerned the -
indigemous banker is more important than all the banks put together

conxidering the volume of his business in this province+—I should
think »so.

8. Wil you turn over to the next raph where vou say: ‘The
bauks put a limit on the amount of loans against demand bills and
uranos bills in the case of each individual shroff, but there are practi-
cally no limits on the amount of money lent against documentary
billa. Interest is genenllv taken in advatce”., When the bank puts
= limit on each man's lmamus. you have in mind the general reputa-
tion of the man and not the increase or decrease of his buminess in a
particular season. These limits do not go up if yon believe he is
doing more business !—The limit varies, though not for the particular
season, but after every two or three years and in certain cases
after & year the limit in increased or decreased according to the
voltme of the business done by the party concerned. Sometimes we

have to obtain sanction for increasing the limit telegraphically from
our head office.

908. But once again you judge by the volume of businesa done by the
particular client in the previous season or seasonal—Yes, we
only that into account. '

987. Under the present system then if in s particniar month his
busineay becornen more because of the inereasn in his rem]l commercial
transactions io goods which are in existence his credit with you does
not automatically riee}—No. But the business man is also very

shrewd and he doea not depend only upon the Central Bank; be Inl
dealings with other banks alse.

Bft. That is alright: each bank individu follows the same policy
under the sama aystom $—¥es, tlntun.n’
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9F9. Let us contemplate another system. If every wurchaser from
a seller had to pass a trade bill and every bank had a receipt of a
o warchouse showing where the produce was lying, along with the trade
biil then you would not be tied down to these limits, because your
security in that case would be the trade bills or rather the produce
behind the trade bills and vary with the amount of the produce in the
market and the warehonse —That will be more feasible for us if the
produce is lying actually in the possession of a warehouse just like
cnstoms warehouses, :

970. If these trade bills, rather than a system of running accounts
between buyers and sellers, came into use and the bills were accom-
panied by &4 receipt of an independent warehouse you would readily
change your. limitg in accordance with the volume of such trade bilis
.coming to you for discount and then the system wowld be far more
automatic than the present system, because accommodation would
increase with the volume of transactions }—Exactly that will give a lot
of more courage to the joint stock banks to invest funds in such
businesa,

971. I now pass on to your answer to Question 838 in which you speak
about the mortgage business of sahukars and shroffs. Apart from
the question that mortgage is not really a good security for a com-
merciy! bank which has always to keep a large proportion of assets
in a liquid form apart from that fundamental objection which every
commercial bank munst have, there are difficulties of title in the case
of a mortgage 1—Yes; these lawyers are such that they can twist the
same law in any way they like.

972, Apart from ihat again, if you go to the law court you wijl
find that there is a special procedure laid down for mortgages which
provides a preliminary decree and a final decree, which means more
time {—Any amount of time.

873. The suite brought by yon on pro-notes are quite different. They
don’t take any time in disposal, but in htigation arizing out of &
morigage considerable difficulties are experienced 1—It involves wasie
of time, waste of energy and lot of other troubles

974. If, therefore, the present shroffe lend money on morigages and
charge a high rate of interest they are guite justiSed in domng so
because of the reason yon have stated just now }—Yes.

975. A bank or an agency that could lend loang for long periods of time
on mortgages must be in a position to get long period deposits other-
;rise it will be nnsound banking +—Yes, for w they call mortgage
oans, :

976. A comimercial bank is not in a position to lend loans for long
periad by receiving short period depocits+—We do not prefer that
business and generally avoid it

977. In answer to question No. 62 you have deseribed the dealinga in
day-to-day loans between shroffs and you have given various reasons
why this business is done by these skroffs. Obviously on account of
the great advantages which the sAroff enjoys over you because of these
veasons, this sort of business will always remain with him }~A4 least
till the public are properly educated e :

975 One of the reasons given by you is to the effect that every man
likes that his transactions should not be known except to a few per-
sons, and then <kroffs knows the position of the other shroffs very
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iitimately. 'This adventage will always tell in favour of the skrof 1—
This is 8o at present but I have found according to my cxperience in the-
Punjab that people who were never dealing with banks and were-
fveling shy in going to them for loans against commodities, were
actually taught by us o take money from the banks, and by and by
they gave up that habit. .

979. Which only meane that, if the manager or the agent of a bank
adopts the ways and methods of the .sAroffs, he can capture the-
business i—Yes it will automatically come to this. Both eides will
have to adjust their ways. The head of a banking institution will
have to keep himself alert and come into intimate contact with his
clients, and when people become educated, théy will begin to under-
lstand that there is nothing shameful in dealing with the banks direct-
y.
080. In your memorandum you have given us an instance of unfair com-
petition. When you talk of the Imperial Bank rate being half a per
cent. below the bank rate in slack season and the rate of joint stock
banks being one per cent. above the Imperial Bank rate, do you mean.
to suggest that the Imperial Bank’s position should be that »f a
benker’'s bank, whereas at present it is competing with you for private
business, Is that the essence of your objection +—Yes; that ig so.

981, In the last para. you say: “‘During the months when the Govern-
ment of India contemplate floating new loans the rate of interest
is generally pulled down to 4 per cent. to induce the public to invest
their funds 1n the new loans’’, There are two possible explanations
of this, one is that the Government of India chooses a proper time
for floating their new loans, +.e, they float a loan - when the
market rate goes down; the other is that there is a deliberate manj-
pulation of bank rate in order to facilitate floatation of lcans. What
. exactly do you really. mean to suggest!—I[ am not prepared to reply
to that queation. This ia for my head office to do.

952 Bup yow cam generally let us know your views, mince you have

referred to it +—The existing condition is well known to the whole
of India

983. Later on you in answer to Question 64 that there is no.
prejudice in the market against indigenous bankers at all, but so
far as deposita are concerned, the joint stock banks have been able
to nttraoy far more deposits thun the indigenous bankers1—The

indigenous bankers actually don’t accept all business in deposits
that comes to them.

884. Is it & fact that the indigenous banker shuns® deposits that
might involve him into trouble, unless he feels that his buoainess
needs raising money by means of deposits in particular season 1—He
does not accept like us all sorts of deposits that come to him. We
pocket every sort of businesa that we come across. — :

0985, In reply to Question 67 regarding remitiance facilities offered by
the Imperial Bank you say that the rates char, are $00 unattractive
for any decent bank. But are not joint stock ks actually utilising
the agency of the . Imperial Bank for remittance purposesi—It all
depends upon the time when they have to do this. 1f I can find my

way to some other course for remittance purposes, I would not ao to
the Imperial Bank. A

o8, It ia only when you are compelled to wo'to the Imperial Bank
because thers is no other means of remitiance available that yow
purchase their drafts }—Yes. .
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dM7. You have described a very interesting method by which the indi-
£Zenous bap.kers in Delhi compete with the banks in remittance buriness
and drawings on port towns. Is not this severe competition for re-
mittance on the port towns due partly to the fact that by the opcning
of branches of the joint stock banks and of the Imperial Bank you
]agvg practically cut the indigenous banker off from a large source of
his income and compelled him to compete with you by cutting rate:s
.oz port towns '—1 don’t agree there. Rather we have been of great
help to the indigenous banker in remittance business. No indigenous
banker has got branches at the different port towns like the juint
stock banks and in remittance business we have rendered a valuable
‘service to him. )

‘809. But every one has got a few branches in a few centres. Collec-
tively they have got means of remitting money to places where you
have got no branches !—There they are compelied to keep some
connections. e
93, They are compelled to charge more for the remittances to
those places, because yon bave cut them off from a large source’ of
profit which they used to have on remittance to big centres?—On the
-contrary, even our existence in Delhi itself is a source of profit to
‘theze men because they know that in time of urgent need they can
cncazh their Aundis immediately here and get rcady cash to meet
“their urgent demands which otherwize they would get after five:cr
wix days. So they are saved from all the risk from ail arfiz business.

‘990. I do not mean to suggest that the juint stock banks are not
utilised by the indigenons banker when he can utilise them, but
what ‘I am trying to suggest is that partly the reason for his severe
competition with you in remittance business on port towns is due to
‘the fact that he has lost certain sources of profit which he had
formerly '—How has he lost. .

991. The more branches of the joint stock banks and the Imperial
‘Bank are sterted in the mofussil places, uhere formerly there were
o banks, the greater is the loss of his business!—You take that
view; I don’t agree there.

)2, T am suggesting to you a possible explanation that one main
reasoh of his severe competition with yon in this business ig the
‘broad fact that he has fallen back upon this source mow,. his other
source of profit being cut offl—Are you going to prove:that they
had more facilities of remittance before.

903. I want to suggest that he had probably more freedom in moving
his funds from place to place and therefore greater scope for profit.
able busineas which- your branch banking had not developed —
But you must take into consideration the present facilities by way of
-communications and al: that

994. 1 am trying to find out the main cause of this severe competition
in remittance business on port towns, against which yon complain. Is
this one of the factors accounting for it +—I do not give much credit
to it, becanse you see that in the present circumstances, the lines of
comnmunication, the transport facilities and every thing have entircly
«changed his position; in short he is in a far better position now.

-905. Just as you suggest that the Imperial Bank should be a bankers’
bank and ahznld not compete with the joint stock banks, should not
-the Indian joind stock bankes deal through only recognised shroffr in
Temittance busimesn under cectain conditions; and don’t you think
that there im spmothing ¥ such & system, because it will prevent

Mr. 8. Q. Fesdw. . -



competition between the ‘two agencies which‘g\c bgfh necessary for
the development of banking in this country 'l—N%:'*-».'th ghould the
joint ‘stock banks deal through these shroffs?

94€. If the shroffs are recognised under certain conditions, which
means a certain amount of safety—for instance if the accounts are
audited and balance sheet presented to you—what is your objection
against such a system 7—Only this that these things would not satisfy
the joint stock banks; and what would be the terms of recognition.

7. If you had the accounts audited by & chartered accountant you

are safe whatever the term of the recognition may be3—That is the
main factor—the conditiona of recognition. '

‘888, Supposing that the terms of recogrition are satisfactory to. the
joint atock banks but at the same time you are requested to give
them this guarantee that the joint stock banks in remitting momey
between different places will not deal directly with the merchant who
is not s recognised shroff, what is the objection against such a echeme }

~"1 don’t think any joint stock bank will allow you to interfere with
their internal work,

9, What I am suggesting is this, that if such a system was adopted,
looking to the interests of the country as & whole, vou will kave a
betler organised system of banking in ihe country and a greater
future for both the joint stock banks and tbe indigenous bankecs{—I
,don’t think you will get the support of the public in that way. In the
port towns the system is that generally merchants there don’t negotiata
pulle directly. but through brokers, and if the bank is approac ed, it
" 18 approached by the broker. My experieuce of 9 years in this line
chows that often the bankers will be hit by the brokers. 'The
merchants have every right to approach the bank.

1000, But those who eatisfy the conditions of recogaition~--and the terms
of recognition would not create a monopoly—will be safer parties
to deal with. The public interests demand that indigenous shroffs
should be spread out in places where you have no brunchee and it in
necessary to prevent undue competition in the big business centres, .
lwcause this alone will give encouragement .to the shroff and im-
"lérove hia position. Just as you have suggested that the Imperial
ank sheuld be restricted from competing in the open market for
business with the joint stock banks, precisely for the same general
reasons the joint stock banks also should be asked that in case of recog-
nised shroffe they should deal only through them in certain kinds of
kanking business 1—To deal through them carries a difierent meaning.

1001, The question is whether the merchant will get botter support
from the joint stock banks or pot}—It is cheaper for the joint stock
hanks to deal with him directly than through any other man. I would
prefer to appoint the indigenous banker as his own commission agent
to negotiate the bills and endorse it to us *

1708. But the itdigenous banker feels to he hir competitor ard is zus-
picious of you just as you feel suapicious about the Jmperial Bank i—
We are not talking of suspicions. but of facts

1008. The fact iz you are competitors of the indigenous banker in all
Dig centrest—I don’t think you will carry the joint gtock banks thas
wuy,

1004. Another interesting factor has been brought out by you in vour
wmemorandum. A bill on these big ports remits money not only between
these norts and the other centres but between the inland centres inier
s *—That is what you suggest.
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1005. Does not this mean that there is far too much centralisaﬂon‘ of *
the money market in the port towns 3—It is not collected there any way.

1006. Because you are stimulating drawitigs on the ports, and at one
moment the money will be in the ports so that when all the bills are
drawn on the poris, there is a tendency for the moncy market to be
centered in these ports?—Yes, it does work that way but it czonot
be helped. Where there are no branches of the Imperial Bank, sctual
adjustments cannot be made otherwise easily. Supposing 8 man is >
at Meernt and he wants to remit money to Jaipur, but he cannot find |
gome one to remit the money from there. He would only go and buy -
a hundi on Bombay and will give the kundsi to this Jaipnr man in pay-
ment of his dues to him there.

1007, Mr. ¥. F. Gray: Mainly because the port town happens to be a
big place, and will aviomatically become A money centre. )
1078, Prof. Chablani: If that is a fact, then any unhealthy tendency
of credit system in the port towns has disastrous consequences on the
credit of the whole country, because the whole thing is centralised
there i—It has already some times affected ithat way. Some times it
happens that the failure of a big firm at a port town has very adverre -
effect on other towns also.

1009. T refer to your answer to Question 88—Iiast line, where yon say:
“Trade between Delhi and the mofussil Aundi dealer is generally -
financed by Aundis and metallic cash’”. How can we replace,
metallic cash 1—-Educate your people. : : .-
1010" May be effected partly by cducation, but is not it also a faok,
that if the use of Aundis became more common, it would automati-
cally decrease the use of metallic coins?'—You may reduce the rate of
stamp duty on Aundis; it may have some effect, but still it will
nol be looked upon so favourably as metal by these viliagers.
1011. Leave the agriculturist aside; consider rather a trader. If omly
the use of kundis became more common in the buying and selling trans-
actions, automatically the use of metallic cash- will become less!i—
You are mixing up one with the other. How can you do Aundsi
business unless you have got a covering behind it. .
1012. Supposing in all the mandis you had something like warehouses
and the Aundi passed with the receipt of the warehouse —Who will
do it. The men who assemble on the spot to do the marketing when
goods sold are sent to the port town, the Kunds is drawn against them
and sent to that centre for collection.

But when in the local mandi it is only credited on the spot from
onz man to another, do you mean to say that he should also draw
dinndi there? You have actually got the khati system in Hapur t—Will
it be acceptable to the exchange banka.

1014.*You have actually got the ZAati system in Hapur 1—Will it be
acceptable by the exchange banks.
1015. If they have got a branch there!—Most of them bave not-got

branches in the mandis. C

1016. Some banks will accept it. What I mean to ask is whether the
tendency to stimulate the use of Aundis in the locai market will not
autcmatically lead to reduce the nse of metallic cash i—Yes: there ip
Bome chance. F.d ’

1017. You actually know that when banks advance against the
secority of crops, it has a tendency, desirable or undesirable, of en-
couraging speculation. 1t has been sugcested to us that the agri-
culturists may also be given advances against the security of produce.
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'-Judgi_n.é from your experience, do you think it will turn the agriculturint
nlllsnbmtz 13. speculator 1—Is the agriculturist ready to come direct Lo
the ban

1014, The suggestion is that an agency may be created i—This ques-
tion can be better replied to by my friend Mr. Bal Kishen who is an
oxpert in co-operative movement. We do not find any agriculturist
‘comins to us directly.

4

1019. Would it not transfer the risk of speculation to the agriculturist i
L-Not merely becanse he ia producing on a gmull scale. An agriculturist
irmny be a big landlord, bug his stock ie not sufficient to lead him to
that tendency. He will try to sell his stock as soon as possible; he
“ would not stock it.

1920, But if he keepa the produce in a warehouse and holds it ug
fcr the time when the price will rise }—The risk of fluctuation of
the price then falla on the man who keeps it. If the agriculturist
does it, the risk will fall on him., But he will not do it.

-1021, Regarding your answer to Question No, 72 if the Central Co-
operative Bank of Delhi comes to you for a loan, will you feel more
confident than when you lend money to an agriculturist It all
depcnds vpen the security they offer.

‘1022, Security in the standing reputation of the Central Co-operative
Hank. To whom will you be inclined to lend I—It may be anybody
who gives me security with sufficient margin.

1085’ The Central Bank has got share capital and a certain marva,:it
has got a certain standing and it hag got the liahility of the societies t—
Hut ] won’t give on that security; it is not the practice.

1524, L, Bal Kithen: We never get any accommodation from any bank.

71023, Prof. Chablani: Would you feel more shy of the Central Bank
than of the agriculturist {—Of the Central Bank, because the egricultur.
ist ir & simple man, he will give his stock in trade, whiie the Central
Rank has only got a big name, its ehare vapital and pothing else.
.§o 1 will fecl shy of the Central Bank.

1023, Wonid you not give loans to individuals on their general stand-
ing +-1 would.

137 To what extent?—To some extent.

1098, Why den’t you lend to an agriculturist if vou feel that he is
safer 1—Becruse I cannot get adequate gecurity from him.

1029, Does the cu-operative society get udequate security from the
agricuiturist 1—You may ask the co-operative society man. (Pointing
to L. Bal Kishen).

1090, If you lend money to an agriculturist and if you have to go to
the law court, you will have to spend somc money and incur soms
tronble in getting a decree; is not it '—Why should we deal with the
agriculturist and go to the law court and why should we commit our-
seives to that extent

10381. Now you den't advance maney even to the monev-lender of the
village. Is it because you believe that hia dealings with the agri-
culturist are not sound I—I don't bheliave that all nre of that clas.

1032. I am talking of the village money-lender 1—We never come in
touch with him. )

1033 If you were assured that the village money-lender hag got
effective means of recovering his money from the agriculturist, you
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will feel some confiderice in lending money to him1—That will"be the’
case with indigenous shroffs, whose dealings .with the village bania
depend upon his status and security.

bl
1034. Then all that you are really aiming at in your snswer to Ques-
tion 72 is to make this village moncy-lender’s position as a creditor in
the matter of recovery more safs if it could be made more safe. In
that case he can be made a link in the general system, of Lanking1—
‘Yes, he can then he. T -

1035, Your general objection against the Government borrowing money
at a high rate of interest by means of Treasury Bills and Post Office-
Cagh Certificates and other forms of investments, is that this tnkes
away money from the money market at a iime when it ought to ke
utilised in finencing trade and industry i—Precisely.

1036, And that money is at present utilised for purpcses other than
trade and industry?—We would have got the deposits at chcaper
rates and would have lent money at cheaper rates of interest.

1037. L. Bal Kishen: Are not these forms of investments Lraining
people in the habit of investment?

1038. L. Shri Eam: They compete with private enterprices}—I1f train-
irg is to be done it is to be done by the Indian banks themselves. For
instance this Home Savings scheme has brought to us nearly 8 crores

of rupees. i

1039. Prof. Chablani: Is it not correct to argue that the more fhe
people depend as an investing public upon the prestige of the Govern-
‘ment the less is the habit of investment in non-Government concerns 71—
It is the natural tendency. If peopie invest in Government concerns,
they don’t ecare whether they would thereby deprive a certain com-
pany of giving money at a cheap rate of interest, but would only
consider whether they are safe. ‘

1020. Considering your clients and the clients of the Imperial Bank,
will it be correct to say that the bigger merchants are financed by the
Tmperial Bank {—The Imperial Bank’s present rules do not allow
them to give that type of facilities which you are thinking of to big
merchants even, So, they don’t go to the Imperial Bank.

1041. The Imperial Bank does insist on two signatures?—There isg no
cash credit system there

1042. Is it alse not u fact that they insist en two signatures and the
man has to disclose his business secrets to a friznd before be c¢an get
the loan from the Imperial Bank ?—I bave no idea.

1043. Do you give on the signature of one mant—If it is a secure
husiness we give on one signature.

104<. Is there more intTmate contact between the indigenous banker and
the borrowing public or merchant or between the joint stock banks

- and the borrowing public. With whom is the persoral contact greater?!

—Joint stock bank I suppose.

1045. Because vou are mcre or less a joint stock bank—In one way
it is correct. The public is more or less in direct contact with the
banks. .

1046. L. Shri Rom: Whd comes more inipersonnl contact, the indigen-
ons banker or the joint stock bank?
104%. Chairman: Necessarily the bank is an imporacnal organisationt
~Mr. 8hri Ram will be able to tell you more than myself.
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1048. Prof. Chablans: The establishment of an indigenons banker is
far leas costly than that of a joint bank I—Yes

" 1649, It has been suggested by a bank manager in Bombdy that he
found that the establichment, of branches of the joint stock banks in
India cost far more than the branches of the banks in England. [ will
just read out to yon what he said at one place:—" In England I
.lmtfectled mﬁi apprenticeship in a pranch bank where the entire staff
consis S -

(1) A branch manager who was also the cashier and correspon-
dence clerk.

(2) Myself, a junior clerk or apprentice on a ealary of £20 p. a.

(3) A charwoman who washed the foor, ete., spending about
one hour in the office and at & wage of only 6s. per week.

_To establish & very smmall branch bank at Bandra near Bombay the
minimum requirements actually are:—

(1) One branch agent,

(2) one cashier,
{3) one clerk, -
{4) one clerk to assist the cashier,
(5) one sepoy with bicycle,
’ {6) one Hamal, and
{7) one Mali,

The Indian bank officer or clerk cannot and will not accept more
., than a little work of varied description; from my experience it will
- " appear impossible at present to overcome this didiculty’’. Do yon

think that the cost of establishment of a branch of a joint stock bank
to-day is unduly high t—~While saying this, I am afraid, that gentle-
man has not en into consideration so many other fatcors.

1051, Is it & fact that the branch of a joint stock bank costs much in
India t—In comparison to whatt

1052. In comparison to the branch of a bank in other countries —You
should explain to me fully. If for thres months the work was done
by that tieman single-handed. the reason was that the weather
permits ti:: in England. Western countries are much healthier shan
thia place. .
1053. That may explain the fact. But what I want to know is whether
it in & fact that the coat of starting a branch of a joint stock bank in
India iz o much higher!—It all varies with the status of a bank.
The expenses of my branch wre equal to the expenses of three
branches of any other Indian joint stock banks.
1064. Do you think there is ample scope for starting branches of joint
stock banks costing very amall amounts of money¥—I1f economy is
properly effected and if the managers in charge of the branches
properly handle their stalf, there is ample wcops for work, if other
unfair competition is removed.
1088. Regarding banking education, do you think there iu something
in the idea that if the indigenous banking community were given
education, they would really prove better I—The joint stock
and exchange banks can easily train them in the bigher studics of
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1056. Do you think there is some justification for special encourage;
ment being given to the children of banking commuaities who by
heredity or otherwise can take to banking more easily so that they
- might specialise in the modern methods of banking —Yes.

1657. Do you think there is any possibility of indigenous shroffs acting
a8 agents of Imperial Bank wherever the Bank has not established
branches, provided the Imperial Bank did not become a competitor
of other banks7—Why should we put them this bait again?

1058. The object is to extend branch banking as much as possible —
But this work can very well be done by the joint stock banks.

1059, The only ground is this—because the Imperial Bank has c¢ontrol
over (Jovernment tressury—that the public has more confidence in
the Imperial Bank as they are custodians of public funds?—IFf orly
you remove this competition, automatically we will be able to extend
branch banking through the shroffs or otherwise. As a 1aatter of fact,
- mow we are competing against great odds,

1060. Rai Sakib Eanwar Motilal: Do you know whether the co-operat-
ive banks wield any special powers of recovering their dues without
going to court, which you cannot I have no personal knowledge of
the working of co-operative societies.

1061, Mr. V. F. Gray: Reverting to the question of Postal Cash Certi-
ficates, you have said that they work in great competition with you.
Don’t you think that these Cash Certificates for Rs. 5 and Ra. 10 are
intended mainly for the benefit of the small depositor —There is no
restriction placed on Cash Certificates except that the maximum is
fxed. My bank offers the same facilities snd we accept Rs. 5 as a
minimum deposit.

1062. But you have not got s0 many branches of your Bank as the post
offices in this country #—That ia true, but my complaint igx that if
‘Government were only to stop this form of - gtfracting money, the
#mall investor will go to his next door, indiganous #iroff and deposit
hia money with him. . ’
1063. But the shroff cannot be considered to be so safe as the Govern-
ment 1—These shroffs command great respect in the villages and 8o
‘without douht the small investor will resort to the shroff if only
post offices would stop this sort of business.

'10‘?14' If you do so, wil] that encourage savings?—Undoubtedly, it
will,

1065. Mr. Chabiani has siressed to some extent bis thoughts of ware-
housing and to have a Aundi attached to the warehouse certificate, Do
you think it is going to help a great deal? The average hank has got
ite own godown where it storea the goods of its customers and advances
money against the security of those goods. And these godown
charges are extremely low, but if you have a public warehouse don’t
vou think the charges will have to be more expensive {—That all
depends on thc way in which the warehouse is maintaiped.

#006. Bui you will have to put at the head of this warehouse an ex-
perienced and costly mani—As I said it all depends on the way in
which the warehouse is manned.

1087. You pointed out that these hundis are often negotiated at
Bombay or Caleutta!—You are talking of demand bills, but these
usance bills are not at all negotiated outside.

1068. You dcu’t think there is less chance of making the Aundi nego-
tinble in say Bombay if a warehouse certificate of say Delhi is
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awtached to it 7—Such bills are negotiated in the same circle without
wmuch . difficulty.

1089. This warehouse scheme must “be a very expensive thing. Do
you thiok it is going 1o pay 1=If it is supported properly then it will
pay.

1070. Do you think there is any prospect of securing support &n the
public warehouse when the banks have their own facilities of ware-
housing —I have, no doubt, my own doubts about the scheme.

1071. In answer to Lala Shri Ram you said that exchange banks
advanced money only on foreign goods. Is that a fact +—The major
portion of their business is in foreign goods. ‘

3072, But don’t they advance money against goods brought from
TRombay and Cawnpore Mills+—To my knowledge not.

1073. You say that the competition of the branches of the Imperial
Bank of India is unbearable to the joint stock banks. Does your
Bunk get no advantage from the branches. Are you not able to get
<ash advances at s moment’s notice from the Imperial Bunk Branches?
—Yes, agninat the socuritiy of Government paper. Do you mean to
say the Imperial Bank of India keeps some money in reserve to help
-joint stock banks philanthrophically?

1074, Referring to the rate of interest, you have said that the Imperial .
Bank of India rate fluctuates too often. Is there any means of over-
coming this fluctuation I—But may I ask why should the bank rate
ﬂutut-;labe? Why should the Imperial Bank of India control the bank
rate

1075. The bank rate falls down when money is vlentiful i—I am sorry
I have again got to refor to policy. The present fiscal policy
of Covernment is responsible for the Auctuation. If fiscal policy
becomes our own .then thero will be no trouble at all. When India
'began to gef cheaper money England was keeping higher rate which
was an unexpected thing. May I ask whether the Bank of England
tate fluctunte as it does in Indiat

1076, It does fluctuate 1—But not to such an extent ag it does in India.

1077, Recently ths Bank of England rate went up high?—But that
was an unpreccdented rise.

1078. Dealing with the competition of the exchange banks you said
‘that they should mot be allowed to take deposits from this country,
with a view to enabling you to get more deposits for yoursed and
thus enabling you to reduce your leading rate of interest. I agree it
is a good policy for you, but may I ask how will you satisfv the business
'{‘ubhc who arg now able to borrow this cheap foreign money!—
Vhen the competition from the exchange bank is gone the joint stock
bank will be able to tackle the problem well. In spite of compeiition
ot preaent we are trying to hold our own.

1079. As regards facilities for borrowing do you consider that thess
ought to be made ensier? Youn wiil of course agree that the existing
Tates of interest ought to be brought down as much s= possible. But
do you thiuk it well that the pubiic should be able to borrow more
ensily than thev can to-dayt— ibly you want thaL wcney should
not be advanced in a loose manner.

1050, Is it not very ocasy in India to borrow money without any
security t-~How could that be}
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1081. If not how has India got so hopelessly in debt to the money-
lenders. I can quite see the point of lending cheaply on proper
recurity. But ir it wise to lend without any security 7—Do you mean
to say that people get money without any security ?

© 1082. L. Shri Ram: But it is a fact that money is borrowed without
any pecurity,

1082a. Mr. V. F. Gray: That is what I am tryicg to get at. I don't
think there is much lending that way. Much depends on the condition
under which borrowing is done, If borrowing is done purely for busi-
ness purposes and both parties are satisfied wherein lies the necessity
for restricting the borrowing,

1083, L. Shri Ram: But should facilities for unproductive borrowing
be extended I—Secure business can be dome without increasing the
facilities but insecure business cannot be done without increasing the
facilities,

1684. Do we want to encourage insecure buriness, don’t you think it
unwise to extend facilitics of credit +—I agree.

1085. Lala Bal Kishen: You are in favour of having uniform rates of
interest on deposits by all Banks and shroffs ?—Yes.

1086. I am only concerned with the co-operative banks. If you advo-
eate uniform rates of interest on deposits then where can the co.

operative and other new banks get their money from. The public
will naturally go into that agency which they consider most sound and,
is of long standing I—-{l‘here 18 no denying this. ’

1087. Naturally the co-operative banks will kave to keep their deposis
rateg a little higher 1—Yes,

1088. As the credit of a bank goes up you find the deposit rates come

down. Even now you will notice that the deposit rates of thie co-

operative banks are almost on & par with joint stock bank rate t—
Naturally things will adjust themselves.

1089. Lale Shri Ram: Mr. Fozdar, are you aware that there is an Act
of Government under which the Imperial Bank can borrow up to 12
crores of rupees when the money market is tight and thus remove the

variations in the bank rate 1—I am aware of that, .

1090. It will be possible for the Imperial Bank of India to remove the
variation in different rates by borrowing from the Government of
India —Yes. .

16581. You know that the Post Office Savings Banks for small amounts
have always been in existence. but your complaint is against the
Posi Office Cash Certificates of Rs. 5,000 and below 1 —Yes,

1092. Prof. Chablani: You think that there will not be variation in

the Imperial Bank of India's rates of interest during different
geasons if it ceased to compete with you by means of Government

balances 1—I think so.

1093. You mean if it became a purely banker’s bank, uting Government:
balances in the interest of the money market as a whole 1—Yes.

(The witness withdrew.y

[

Mr. 8. C. Fozdar.
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Co-operative Societies, Delbi,

Oval Evidento—(concluded).*

»1004. Prof. Chaeblani: Will you kindly turn over to that portion of your-

memorandum where you have given us the rates of interest and
the kinds of money-lenders with whom particular urban commaunities are
dealing. 1 will take first the non-agricultural societies. Have you
made any headway with the intensive survey fortms for members of

urban societies which I gave to yout—I have not been able to tackle
them yet, ]

1005. You say that the Government of India clerks pay interest rang-

ing between 200 per cent. to 300 per cent. per annum. Have you any -
concrete cases before voul—] have not got any concrete cases, but I

made enquiries through a gentleman who is Head Clerk in the Lady-

Hardinge College. He is in contact with these persons and we have-
been able to find nut eomething throngh him. He gave me the informa-

tivn that some of the clerks were paying high rates of interest oven-

up to 30 per cent. (-/4/- per rupee per month).

1096. He has not given you any concrete cases 1—FPerhaps he may be able-
to give concrete oasce. He showed me his accounts showing that such
and such gentlemen of the Government of India offices were paying such
high ratea of interest. ~ ~

1087, Do you mean to suggest that most of these dealings are with the-
Aahuli money-lenders +—Yos. : ‘

1098, Are these high rates general in the cases of other creditors!—
No. 1 may tell you that such heavy rates of interest are not paid for-
all loans; it ia only in exceptional cases that such rates are paid.

1088, Bo far aa Government servants’ co-operative societies are con-
cerned, have you instances in mind in which thess members of the
societies had to pay such high rates of interest + -Ave there members of
those societies who have had to pay such high rates to people other
than co-operative societiea V—Yen,

* Continued from page 54
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J100. Did you make personal enquiries? C i
wl '50] quiries an you give any concrete
{pstances I~ made enquiries, but they don’t like to Eevea.l anea. °

1101. You have no'means of knowing the names 7—No, but I hav

C 1 — e BOme
‘suggestions to make. From the purposes of loans which are written
in th?) bondséd Ifha,veﬂb;een able to come to the conclusion that the loans
were borrowed Irom the co-operative socisties to pay off the 1 hi
were taken at & higher rate of interest. pay © loans which

1102. Have you got this information from the menaging committes of

“the society ?—I collected this information from the books of the
csociety.

1103."The books of the society ‘don’t disclose the name of the person
“from whom they had borrowed 7—No,

1104. You have talked here of the grass-cutters paying rates of intcrest
up to 60 per cent. and you say that the creditors are hig grass con-
“tractors or sahukars. Can you tell me the purposes for which these
grass-cutters borrow —The purpose is to take contracts from the
bigger contractors. The bigger contractors take (Government lands on
~contract, and these small contractors take a sub-contract from them.

1105. Do you mean that they take lease from the big grass contractors
and borrow money from the same contractors —Not from the same,
but from other contractors.

"1108. Does it not look rather strange 1—I have made enquiries’on the
.subject, and I have seen the bonds and agreements myself.

1107. Can you say how much was the actually realised rate of interest
by the bigger contractor i—I have not beea able to see all the bonds.

1103, Have youn followed any of these cases from the time of advance-
nient of loan right up to the date of realisation 1—Yes.

"1109. Are these the realised rates of interest?—VYes.

'1110. How could you know that from the bonds 7 —When loans were
obtained from the society for payment, some payments were made in
‘my presence. I was instructed by the Registrar to pay the money to
‘the creditur in my own presence.

1111. And 60 per cent. was the rate of interest?—Yes.

1112. You cannot say bow much money is generally recovered by these
big contractors; it may be that in two cases they may have made full
recovery, while in ten cases they may bave lost I—] may say that cent
per cent. recovery was made in my presence. 1 cannot say of the other
.grass contractors.

1113. You mention again that the masoms have to pay about 18 per
-cent. Is there any special reason why this class should pay a lower
rate of interest than others 2—This depends upon the stability and the
fact that they reside in the city. The grass-cutters generally belong to
-outside districts.
1114. And therefore the security must be less}—VYes.
1115. What are the purposes for which these marsons generally borrow 1
~They borrow for household purposes, for rickness or marriage pur-
poses. Bometimes when they are not able to find iabour, they borrow.
1116. I pass on to that part of your memorandumn where you talk of
-consumers’ stores (Question 51). Have you ever _wgrked out in detail
the difference in prices of ghee and milk in Delhi city as compared to
-a mofuasil area, say, 10 or 12 miles off I—I have ‘got the statistics.
Messrs. Lir Singh and Pitambar Singh.
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1117. Will you kindly pass them on to me?—I have not got them hewes
1 will send them to you. ) . »

1118. What are the difficnlties in oreanising purckasing societies or sell-
ina socisties 11 have made emauiries only abont the wamply of milk.
"I’hle dificulties are numerous; for instance there is the financial diffi-
oiulty. ’ -

1119, Have you in mind the benefit of the consumers or the hereft of
the producers in making the suggestion i—I have in mind the benefit
of the producers. -

1120, Why will you not have in mind the benefit of the consumers {—I
have not been able to study the conditions of the consumera,

1121, You don’t expect any financial difficulty in the way 6t organis-
ing consumers’ mociety 1-—There is the difficulty of distribution in thia
cass but no difficulty of finance, :

1129, Bearing in mind the conditions which you have deseribed ‘about
the rates of interest that urban classes have to pay, don’t you think
there is enough scope for smployment of money. in the city of Dalhi .
itself —There is sufficient scope, but who should mun credit societies !

1198. Do you mean to suggest that the right sort of persons in urban
areaa are fewer in number than in rural areas!—It requires an ex-
planation. The urhan neople are very diffienlt to handle, while it is
wvery easy to lead the village people. '

1184. Then you think that the organisation of co-operative movement
in villages is far more easv than in vrban areas{—Yes. I have organis-
" nprieties in offices. Where educated people are concerned, I find no
difficulty.

1126. But the percentage of sducated people in urban aveas is greater
than in rural avens '—But we have tackled them only recently.

1198. What about your predecessors in office t—The movement in the
urban areas was started only recently during the last twe or three
yoara.

1187. You yourself havs told us that thera is a large amount of moéney
in the hands of the Central Bank which haa not been utilised in
financing the aocieties in Delhi t—Yee.

1128. Bearing in mind these urban conditions, if co-operative move-
ment oould be extended in the urban areas there is no justification for
financing the outside mocietien!—There in one point.  We must have
leaders in the Delhi city to start co-operative societies.

1189. But there is no justification for utilising the Delhi money to help
Gurgaon —No, -

1130, Or for invesﬁng s0 much in Government securities!~—There is
justification for that. We must have fluid resources.

1131, But only the minimum of liquid resources which is necessary for
your safety t—As well as for the investment of reserve fund according
to the bye-laws uf the co-operative societiex

1139. But the law of the co-operative societies insists on the investment
of anly 8 certain amount in fluid resources +—The matter is left to the
disorction of the Registrar, who says that so much amount should be
“invested in Government securities inclading so much on secount of the
resorve fund. .

3%, I there wers need for financing the movement here in Delhi,
there would be no justification for locking up in Government securities
wnore than was necessary for fluid resources !—Yes, you are correct.

-
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1184 It has been sometimes suggested that it iz very difficult for the
co-ofierative movement to make headway in notoriously precarious
tracts. This suggestion has been put forward by a leading co-operator
in another Province. Do you find any justification for that suggestion
g0 far as the precarious area in Delhi is concerned }—There ig no such
precarious area in*the Delhi Province.

1135. Do you mean to say that there is no barani tract; is not it a.
precarigus tract I—There is barani area, but it is not a precarious.

tract. Part of it is open to the vicissitudes of season depending om
the rainfall.

1138. Don’t you find special difficulties in that particular area in some
seasons I—Certainly.

1137. Can I have the figures of overdues of co-operative sociecties tabu-
lated separately for this part which you say is exposed to vicissitudes
of the season and the other part which is more or less sccure? 1 want
to compare the overdues in this tract with those of the other area i—
Very well, - .

1138. Considering the area which you tell us has often scarcity years,
is there any room for starting co-operative famine insurance societies
there I—It is too high an idea.

1139, It has also been suggested that co-operative societies should take
only members who are free from previous debt 1—I don’t think so.

1140. Don’t you think that during the period in which the previous.
debti of the co-operative society is being paid off, a member of a co-
operative society should not be allowed to raise any new encumbrance
on his property 7—I¢ is very desirable, but people generally don’t do
it, though we insist on it

1141, Have you got any socicties in which the banias have been admitted
as members —There are banics as members, but they are shopkeepers;
they don’t do money-lending. -

1142. If they do money-lending, you don’t admit them?—We don’t
admit them because they will obtain loans from the society and then
advance to the pqqp]e.

1143. You may not give them loans, but can have deposits from them ?—
There is no objection in that case.

1144. L. Bal Kishen: The rules only stop them [rom coming on the
committee.

1145. Prof. Chablani: Ag & matter of fact have you got baniaz as mem-
bers of the co-operative societies who don’t borrow money +—Certainly.

1146. If they are on the managing committee, they will help the manag-
ing committee to exercise efficient control in the granting of loans?—
Generally they don't do so. What they do ie that they become members
just to prevail upon the managing committee to recover their own dues
which is otherwise a doubtful item in the case of some of the debtors.

1147. Supposing the money-lender puts his depoeit in the primary so-
ciety an(ll)!:;ha.t fnoney is lelylt to the members; that in effect would mean
that it bscomes the society’s loan to the members which is more easily
realisable than the debt of the bania and he will have the surety of
the society itself. On account of this additionak’security the bania
may be induced to keep his deposit in the primary society on which he
gets 7 or 8 per cent. as interest 1—That is poesible. .

Mesers. Bir Singh and Pitambar Singh.
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1148. In such & case if you could enlist the sympathy of the bania and
assure him that his money, if deposited in the society, is far more safe
baecaure there will be a certain amount .of mutual control, would there

be any objoction to making him a member of the managing committee
~Under the rules he is not allowed.

1149. We are talking of the changing of the rules?
1140, L. Bal Kishen: Prof, Chablani, I don't follow your question.

1180. Prof Chablani: A suggestion has been made by a leading co-
operator in the United Provinces that the money-lender should be made

o member of the co-operative society and should be given the power to
control the granting of loans,

1161, L. Bal Kishen: As an ordinary member of the managing com-
wittee he will have only one vote.

1158. Prof. Chablani: That does not matter. The suggestion is that the
money-lender with the assurance that his money in the society is far
more safe than if lent out to individual membera with a little, enhance-
ment in the rate of interest on his deposits and with the membership of
the managing committes thrown open to him will prove very useful in
gontrolling the granting of loans te heavily indebted persons. .”

1163. L. Bal Kishen: You will have to amend the constitution of the
goociety also in order to make him a member of the managing committee,
As & matter of fact this is the policy of our Registrar that the banking
community should be more represented on the Board of Directors of the
Central Bank, because they have far more knowledge of the situation.

1154. Prof, Chablani: Ia the deposit of a sahukar, who is not a mem-
ber of a co-operative society under the bye-laws, considoved as debt due
by the society 1—Yes; the deposit of an outsider is a debt,

Supposing he becomes a member; does it technically give him the
vame security as an outside oreditor has, iz., joint nalimited liability t

--If he is a member of the society, it is of courae society’s liability to the
member. :

1:55. L. Bal Kishen; Prof. Chablani, so far aa outsiders are concerned,
there is a joint unlimited liability.

1188. Prof. Chablans: Will the same liability remain if the depositor
bacomes & member ? :

L. Bal Kishen: If I am a member, sq far as depositors are concerned,
my deposit is liable to attachment in case of unlimited liability; but
if the debta due to non-member depositors are cleared off, I shall have
the first claim on the assets of the society.

1167, Prof. Chablans: So that his position as a ereditor becomea worse
if he becomes & member. One other general question regarding gen-
eral policy. ‘Do you find in & number of cases that the individual mem-
ber of & co-operative society is increasing owtside borrowings while con-
tinving to be a member of the society !-~In urban societies I do not
find that, but there are caseg in rural societies.

1138. In order to put a stop to that will you be in favour of limiting

membership t6 persons who are not allowed to deal with the outside
public 1—How is it practicable.

1189, You have got, for instance, in some places Encumbered Estates

Act. Once the estate is declared encambered and passes into the hands

of CGiovernment no man can lend money without the risk of losing b
" completely —~Yea,
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1114, Then how did you express the view that the produce is taken by
the money-lenders from the agriculturists and the former take the pro-
duce to the mandis I—Generally the agriculturists deliver their produce
to the village money-lenders who sell the produce in the mandis. 1
found in the Haux Rani village, where I (Bir Singh) went for purposes-
of intensive survey that only two or three agriculturists ook their
produce to the market; the others delivered their produce to the village
mcney-lenders who took it to the marketing centre. j

1176. My question is what percentage of agriculturists and money-

lenders bring produce to the Delhi marketing centre i—We cannot.
give definite figures.

1176. In case of non-recovery of the debt what steps does the society
teke 1—-The department prepares the case and forwards it to the arbi-
trotor who gives hin award which is executed throungh the civil courts.

1177. 11 the money cannot be realised, do you sell his land ¢—No, but
%0 recover it from the sureties ‘

1178, How long have you been Inspector here—For the last three
yeara,

1179. The co-operative society makes recoveries at the harvest time t—
Generally recoveries are made at the harvest time.

1180. Mr. V. F. Gray: In answer to Question 2 you say that “the pri-
mary societies obtain loans from the Central Bank at 9 per ecent. and
distribute them among their members at 12} per cent. on personal secur-

ity. Simple interest is charged half-yearly’’. What do you mean by
simple interest *—There is no compound interest.

1181. No interest is charged on the interest if it is not paid
half-yearly I—We charge interest only on the capital. The unpaid-
interest will remain as arrear without any interest.

1122, In anawer to Question 12 (4) you say ‘“there may be only few cases
in which & money-lender iz ever known to have advanced any money-
for capital and permanent improvemehts”. Ig it that he would not
lend or was never asked to lend +—The money-lender would refuse to-
advance money for capital and permanent improvements,

1188. Your reply is indefinite. Would he not advance for improve-
ments '—He wants the return of his money as early as possible, so-
that it may be coming and going.

1154. He would, you think, advance money for crop purposes, but not
for the sinking of wella, ete. I—No.

1185, In answer to Question 29 you say “The Land Alienation Act is
the only legal impediment known to interfere with the mortgaging
of agricultural bolding; but it has no adverse effect on the agricul-
turist's capacity to raise capital for long period’’. Does not it take
away a good deal of his security +—We have not met with many cases
in which loaus were advanced on the security of land.

1158. Is not that because of the Land Alienation Aet; surely because
no security is attached to the land now that they cannot offer it to raise

long term loans —Our point was that there is no arrangement for lang
term eredit.

1157, Is there any security to offer for long term credit 1-—In the village
of Shahdara, for instance, where this Act does not apply, we #&nd
that it has not affected at all.

1158 Yon convider then that the Land A!ienntion Act does pot take
away the security —For long term credit it has not affected.
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1186. It is very strange. You say “money should he lent on interest at
Tleast 1 per cent. higher than the rate of borrowing’. Surely nobody
<an work his business at I per cent. difference 7—We referred to the
mortgage banks. “

1190. Can you borrow money at 6 per cent. and lend it at 6 per cent. 1—
It is generally borrowed at 6 per cent. and lent at 8 per cent.

11191. That is better, but here you have said “at a difference of 1 per
cent.” —Yes.

1192, In answer to Question 64 you object to the dealings of the indi-
‘genous banker. Are you referring to the indigenous banker or to the -
‘village money-lender ~To the village money-lender.

1193. But that question clearly relates to the indigenous banker I—We
have not made any difference between the two. Wherever this word
-occurs in our memorandum, it may be meant to relate to the village
money-lender and not to the indigenous banker.

1194. Are not the Post Office Cash Certificates popular among the rural
~classes +—No. .
1195. Would they be more popular if they were in the form of gold

certificates, so that if anybody givea Ra. 8 worth of gold, he may get
say Rs. 10 worth of gold after 5 years —We cannot say.

1196. L. Bal Kishen: Your experience is that by co-operative efforts
-you could reduce the expenses on social functions ?—We have succeeded

in doing so.
7197. And thus helped in reducing the agriculturists’ indebtedness to
-some extent ?—Yes,

11958. What percentage of the adult male population of the Delhi Pro-
vince has been touched by co-operation in rural areas]—About 10 per

-vent.

1199. You take only adult members. If you have got 10,000 adult
members, you think that about 50,000 souls you have touched +—Yes.

1200. That means that during the last ten years you have touched about
‘1/4th of the whole rural population —VYes.

1201. Your experience shows that debt is very high in rural areas.
Wkat are the causes !—Bad system of credit and then large expenses
©on marriages.

1202, Then what you require is not more credit, but more banking 1—
“Yea ,

7203. That will improve their economic conditions and will provide
facilities also for productive loans?—Certainly.

1204. Prof. Chablani: What do you mean by banking! You are pro-
bably asking for restriction of credit.

1205. L. Bal Kishen: I mean facility of banking by which they can
bank their savings and can draw on their savings also. (To wilnes).
That sort of institution is very deuirahleﬂin the villages!—VYes.

‘1208. Have you any reasons why a bania or a local money-lender would
not give credit for long term improvements; bas he not got the funds
-or the desire to advance !—It is & common practice amongst them that
“they don’t advance for long terms. ‘

Measrs. Bir Singh and Pitambar Singh.
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1207. Why does this practice exiat 1—I have not studied this point.

1208. Generally your policy now is that one society represents one
village and people like it +—Yes, wertninly.

1209, Different eommunities and different persons can join the same
society 1—Yes; they like it. . ‘

1210. By which class is Mahroli flaga mostly populated i—Ib is popu-
lated by Gujjars, Mayo and Jats.

J21L This is the only lage in which you have got Mchammadans 3—Yes.

1212. You have said that under the rakti system instalments are paid

back monthly. How do they pay when the income of the zamindars

comes only onoe in six months #—In this part (Mahroli) they do other

‘::m:eas aleo, e.g., carting, and so they have got other means of pay-
ent,

1213. It looks rather strange that for seed and other expenses the
money-lender charges a high rate of interest. This is a productive
loan and he can be sure of ita payment at the crop time. Why should
he charge a high rate of interest on such loan —That is due to the
urgent needs of the people. They require the moaey urgently at the
time and so the money-lender takes advantage of it and charges 2
high rate of interest,

1215. What I gather from your note is that the credit conditions on the
Mahroli side are very bad. .They cannot get any loan without pawning’
ornaments 1—Yes, it is so,

1218. In answer to Question 14 you say that the loans advanced by the
Government in the form of takavi can be diatributed through co-
operative societies to & greater advantage and convenience of the agri-
culturists. Have you thought out of any scheme? Our object is that
thiz-system should be simplified and in each District a Co-operative
Department officer of the status of an Inspector should be appointed
under the charge of the Registrar¥—I- think it will facilitate the
process, o
197, What you mean is that applications for grant of takavrs should
bs dealt with by the officer of the Co-operative Deparment {—That
officer will be in charge of the whole population.
1218. The keeping of tnkeei accounts would not have anything to do
with the society. That will be given to the agriculturists direct and
what you want ia that ta change the agency of giving loana from the
revenue to the Co-operative Department 1—Yes.
1219. Prof. Chablayi: Even for non-members ¥—Certainly, for all.
1890, L. Bal Xishen: In reply to Question 13 you have suggested lota
of co-operative activities for rural population. These are more techni-
eal branches of co.operation than mere credit and the gquestion of
their axtension will have to be put aaide till the members are thoroughly
sducated t-—Yea,
1291. In answer to Question 33 you say ‘“Loans from central instita-
tions should be taken for long periods repayable in half-yearly instal-
menta at recovery mn"i Ot courslo the ‘Elt:tra: tl:a;nk :annqth lock
up moat of its capi or long term loans n i = deposits on
nlrort terma %—If they get deposita on long terms then, they should
sdvanos luans for long periods. :
(The witnesres wifkdrew.)

VYOL. I¥
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Mr. NARAIN SINCH',' Hovorary Secretary, the Delhi Province
Central Co-operative Bank, Limited, Delhi,.

Replics to _tli_a;Qumiqnnaigl.
y A.—AGRICULTURAL INDEBTEDNESS.

1222. 1. For a rough estimate of indebtedness of agriculturists and
rural classes, Delhi Province (rural area) can be divided into 4 areas:—

(a} Mahrauli side known as the hilly tract. Indebtedness from 75
o 85 per cent. Those who are free from indebtedness are Military pen-
sioners owning small holdings.

"(d) Dabar or Najafgarh side, indebtedness about 75 per cent.

(¢) Nangloi and Narela side or rahri ilaga, indebtedness about 5O/
to 60 per cent.

{d) Khadar or villages .on both sides of the river Jumna. Cis-

Jamna side more indebted than the trans-Jamna area, indebtedness
ranging from 70 to 85 per cent.
1223. The proper manner in which & correct estimate can be obtained
is not by official or public enguiry but by private or confidential
Investigation, for the debtor and the creditor both feel e¢hy in making
their dealings public, the former for fear of losing his reputation
and the latter for fear of losing a customer. '

(a) Mortgages of land, though in quite a large number do not quite
show even half the indebtedness of the ¢lasses. Their percentage is
about 20 per cent.

(b) Various creditors of non-agricultural classes have devired means
to circumvent the provisions of the Punjab Aiienation of Land Act, by
having recourse to benami transactions. Their percentage is shout
5 per cent. ’

(c) (1) More than one-third of the debt is ncurred against village
houses, ornaments and crops. Their perceataga ia abou! 15 per cent.

(2) Unsecured debts. Their percentage iz 80 per cent,

(2) In very few cases, unless it was to redeem an earlier mort~
gage.

(b) Very frequently and lavishly.

{cy Frequently.

(d) In certain casee,

{e) Not to our knowledge.

(/) For seed, very often; for manure, never.

{7) Never.
(k) Somotimes,
(1) Sometimes.
.. {#) Very often.
(k) Very often specially for bullot_:kl.
(I} Never. .
{m) Somctimes,
.
() s re seldom free from indebtedness. As the proverb

1224. Big owners ti'le land-lord the bigger is the indebtednesa". In fact.

e e v he g ,

Mr. Narain Singh.
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1238. Panchayats may usefully be organised for propagandas -work.
occasions. Bocial boycott of persons spending unnecessarily has beew
found effective o restrain unnecessary waste.
1298. Creditors are mostly profemsionsl money-lenders, sometimes indi-
gonous bankers, ramindure and eo-operative societies. Debts do no#
represent s small percentage of the total indebtedness.
122:. L. Professional money-lenders charge 1 to 4 per cent. In emer
gency cases their charges range from 50 to 100 per cent. Interest is
.dde:ll‘ to principal usually after a year, and sometimes after =six
monthe.
1228. Method used for foreing repayment of debt is by attachment and
sale of the movable property of the debtor or by arrest of the persons
of the judgment-debtor or mortgage of the immovabie property.
1229, 5. Credit is not half so facile as it would have been had there
been no Alienation of Land Act. But in that case the danger to the
ordinary agriculturist would have been much greater.
1230. 4. Replacement mentioned is rather rare in Delhi Province.
1231. §. Yes, but the nomber of such persons is wot very large.
1232 8. If this replacement is allowed to go unchecked the actual cul-
tivator is likely %o lose the incentive for intemmive cultivation. The
Punjab Alienation of Land Act has checked it io & very great extent
Further legislative safeguards in this directon will oot b= of much use
1223. 7. Tt is mot customary, but sometimes priestly classes or menials
of the village are requi to 'do some port of personal service or
labour in lieu of interest on loans.
1234. 8. Methods and effects of advances in cash or kind by professional
money-lenders and transborder money-lenders are to a very great
extent demoralising. Very often the amount realised is double the
amount of loan advanced. Sometimes even brute force is resorted to
by transborder money-lenders. Rahti system has ruined many a small
agriculturist.
128 9, The Act mentioned is mot being availed of.

1236, 10. Regulations of Accounta Bill pending before the Punjab Legis-
lative Council is likely to improve the fairness of money transaction.
1937. 11. There are no arbitration boards or village paachayatsr in thia
Province. Astention of the Local Government has several times beea
drawn to the extension of the Village Panchavat Act to Delhi Province
by non-official organisation but to no avail Need ~f such extension is
imperative. .

B.—FINANCE POR AGRICCLITRAL PRODUCTION.

1938, 1T, (2) A moall cultivator usually oblaing finance for expenses

during cultivation from the M'ﬁﬂ is usmlly a professiomal
one. Rig land-lords provide for it themselves

(b) For capital and permsnent improvemonts, bith big and small

land-holders obtain finance from the teievs systeme of the Governments

Very few effect such improvements out of their owa savings:
{c) Professional money-lenders provide again for their special nesds.
Ratea of interest are usually 1 per cent. to 4 per cent. for beth (e)

and (5). It is for (¢) that an exorbitant rate is exterted Rate of in-

nmu:hmdhnﬁm:dightyhlgh&n!uhn'-
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1239, Government only advance fakavi. In case of other needs they
are ﬁnnm;?d by professional money-lenders and dealers. Other finan-
cial agencies mentioned do not.play any part in financing the agri-
culturists in this province.
1240, 13. Cultivators do not freely borrow takawi, reason therefor
being the unsympathetic attitude of the Revenue Officials. It is very
geldom that the full amount needed is recommended or sanctioned and
1t 15 rarer still that the full amount sanctioned actvally goes to the
pocket of the borrower. If such cases are dealt with by the Collector
hiraself instead of being left to the discretion of the Tehsildar or
Kanungo, the takavi system can be much improved.

Secondly, if the grant of such loans is made on the recommendations
and through Central Co-operative Banks, much greater benefits will
accrue to the borrower under this act.

124t. 14, There is no co-ordination among the various credit agenciea
financing agriculture in the slaga nor is there any likelihood of there
being any improvement in this direction unless Government chooses to
co-ordinate ‘with Central Banks.
1242, 15, No proper system exists for financing agricultural production
in this Province. If supply and sale societies are started, the culti-
vators ‘will be able to borrow money on the produce and dispose it
off at better rates. They can also buy seeds, etc., from these societies
at a reasonable cost.
1243, 16, Rs. 20,00,000 for Delhi Province. Rs. 5,50,000 has been in-
vested by the bank in making advances to societies which is about
25 per cent. of the total money requiréd.
At present it is snfficient. Capital can be increased when required.

1244. 17. Marketing Centres are:—

Delhi City.

Najafgarh.

Shahadra.

Narela.

Mehrauki.
1245, 18, At present the produce is brought by the cultivators to the
marketing centres, and they sell it and go .back with the sale proceeds.
Banks and bankers do not play any part, in the marketing of the pro-
duce. They sell it through merchants and artins. The cultivators
pay 0-0-6 in a rupee as commission to the arhati, they alzo have to pay

other incidential charges such as dharmada, gaushala and wages to
[ ]

labourers, ete.

1248. 19. (a) Tn rooms and pits.
(b) He does not store there.
In a few instances, he borrows from sahukars on the security of

produce stored. . . ‘' 4 wareh ]

. i reat chance of success of licensed warehouses n
i?giaﬁs%eiﬁemUzi%e& States of America. Yea, Government help is
necessary for financing such institutions.

1245, 21. The cultivators may be able to raise money on the produce at

the least possible rate of interest. At preseat no facilitiez exist,

1249. 22. None so far as this rural ares of Dethi Province is concerned.

1950. 23. There is an enormous scope for forming ls and attention

of the Co-operative Department is specially invited in this direction.

1351, 24. No such bills are in use, o
My, Narain Swngh.

He sells it and realises ite proceeds.



117

a
D.—LoNG PERIOD LOANS FOR AGRICULTURE,

1252, 26, There is & crying demand for long term credit in the whole of
the Province. Capital and permanent improvements in Jand cannot be
effected without facilities for long term credit. Improved sgricultural
implements and methods cannot be availed of and sinking of wells and
other sgrioultural improvements cannot.be effected without long term
leans or credit, )
1253, 26. There is & paucity of money in the +lega and most of the
mortgage money is multiplication of interest rather than an advance
for long term credit.
1254, 27. The agriculturists do not freely borrow faluwv/, reasons
therefor being the same as given in answer to question Ne. 13.
1255, 38, The average value of land per acre varies from Ra. 50 to
Ra. 1,000. Under normal conditions the ratio of net annual yield of
land of average quality per acre to its market value is 1 to 100. Thera
are various economi¢ facts governing such value.
Chief of them are as under:—

(1) Paucity of money.

(2) Fall in prices.

(3) Gradual decrease i the yield,

{4) The general principle of demand and sapply.

So far as {a) and (b) are concerned there is no such instance c.n this
Province, where land has been put to auction on account of non-pay-
ment of land revenue or by & court decree (except a few irans-Jumna
villages) that are exempted from the operation of Alienation of Land
Aect, Above figures indicate value in private negotiations,

1256. 98, Provisions of the Punjab Alienation of Land Act serve as a
hindrance to mortgage of agricultural holdings, Their effcct on agri-
culturists’ capacity to borrow capital for long period is adverse. But
it ir highly undesirable that the existing law should be modified because
in that case the borrower will not only lose the improvements but the
holdings also.
12567. 31, There are no mortgage banks in this Province nor any other
bank for providing long term credit. -
1255, 33, (o) The model bye-lawa for land morigage banks framed hy
the Regiatrar, Co-cperative Societies, Punjab, may be adopted with
glight changea auvitable to the locality.
1239. The mortgage bank can finance for sinking of wells ahd agricul-
tural improvements. It can find sufficient businesa if it can do mort-
gage work im urban areas. It can also take up house building work.
¢(b) Amount of authorised capital should be Ra. 2,060,000 and value
of each share be Ra. 100 out of which Ra. 50 should be called.

(c) Yes, certainly.

{d) From 8 to 10 years. 'The margin should be 50 per cent.

(e) By all thess three ways,

(f} Government guarantee for the principal will du.

(g) Yes, certainly. :

. (&) Yea.

1260. 33. The bank should raise money by paying interest from ¢ to 7
per cent. and it should lend out money at 9 per cent.
1961. 85, Proper supervision and working on sound lines will avoid un-
necessary lossea

-
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E ~INDUBTRIES _BUBSIDIARY TO AGRICPLTURE.

i262. 38. Dairy farming, garden produce, poultry farming and hand-
gpinning can be started and successfully conducted. on co-operative
linee, Tl:!esg a;e su'If;f;rmg on account of initiative and lack of enter-
prise and funds. e Co-operative Department shpuld i

attention to such societies. P ? pay special

1263. 39. By starting supply and sale societies,

-1264. 40. Market can be opened to an appreciable extent. Co-oper-
ative societies should be started and debentures jssued bearing Govern-
ment guarantee for financing such zocieties. Rose and other flower
cultivation and eale: hand-spinning, rearing silk caterpillars, sylviceul-
ture can be resorted to usefully by the former during his slack months,
Separate credit societies similar to the present one may be started.
There is hardly any need for a separate financial machinery.

F.—RURAL CO-OPERATION.

1265- 41, They are only money-lending institutions. Banking business
is done in very few urban societies.

1266. 42. The Co-operative Bank bears no relation with joint stock
banks.” They keep their current accounts with the Imperial Bank of
India and raise loans from it when necessary.

1287. 43. On account of want of education they do not understand
vcorrectly the co-operative principle. and act on it. Co-operative educa-
tion by continunous series of lectures should be given and propaganda
be carried continually in villages to impress on them the benefits of
co-operation. Adult education is highly needed. '

1268. 44, No difficulties are experienced by the Co-operative Bank .s;a
regards capital. The co-operative movement has succeeded in meeting
the needs of the agriculturists to the extent of 10 to 15 per cent.

12689. 45, In our Province Rs, 20,00,000, more will be required when the
movemeiit s fully developed.

1270. 46. No, competition exists,

1271. 47. Exemption from income-tax on Government securities will
prove usefyl. .

G.—NON-AGRICULTUBAL CREDIT AND INDEBTEDNESS.

1272. 48. The rates of interest are usually from 1 to 4 per cent. even
against the security of ornaments. The dowest strata of the society
is the most indebted. It is & prey to the transborder money-lenders.
Hardly any banking facilities exist for them at present. There is
special need of organising credit societies amongst classes, such as
rangars, otc.

3873. 49. Cane industry (chairs, etc), making suit-cases amongst the
rangars, making tin toys amongst the lower classes and rope-making,
calico-printing, ete., exist in the city, but they require organisation and
finance. They can usefully be developed by organising credit societies
among such classes.

1274. 50. Ths eo-operative movement has not met the needs fo an
appreciable extent. A useful start can be made in this direction.

My. Xarain Singh, .
@
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1275 efll.“ House morigage banks, house building societies, should be
open ,

1278. 53, It ia true to the leiter that the producer in India does not
get the full value of his produce. Sale societies are urgently needed
in a city like Delhi. Attention of the Co-operative Department has
been invited but to no purpose.

1277. 66. The commaunities are banias and Dohras.

I.—]NDIGENOUS RANKEES AND MONEY-LENDERS.

1276 56, The village money-lenders do also sale and purchase bnsiness.
Mainly they live on money-lending.

1279. B1. The village moneylenders finance agriculture to an appre-
«iable extent. They do not invest in shares or keep deposits in banks.

1256. 63. From 1 to 4 per cent. usually; in abnorm:l timee even 50
to 100 per cent. The reduction of rates will confer great benefit on
thn agricultural community.

1281, #4. Prejudice against the indigenous banker is very great, because
their dealings with clients are not fair. In many cares they are tainted
with fraud and forgery. Legislation like the Regulation of Accounts
Bil} can improve the existing state of affairs. ‘
1288, 85. Their gain is ab least 2B per, cent., s.c., the money-lender
doubles his capital in about 3 years’ time. So far as rural area is
concerned very few have failed, but their business is on the decline,
the reason being want of fairness in dealings. '

1283. 86. They are unabls to meet all demands mostly owing to the in-
sufficiency of their working capital

12584, 6T. None.

1265. 88. Negotiable instruments are not in use in the rural area.

1256. 89. No, there is not enough money.

J.—INVESTMENT HABIT AND ATTRACTION OF CaPITAL.

1257. 1% Hardly 5 per cent. to 10 per cent. of the populstion can wave
anything, but the amount is not very large.

1269, 80. Practically there are no savings. People can hardly keep the
wolf from the door. -

1289, 81. Halit of villagers to purchase silver ar gold {for ornaments
ia almost prehistoric, but this can not be regarded as an investment on
account of the wear and tear to which nmeaments are subject and
secondly unwillingness of the owners to sell them even when they can
fetch high pricea in the market.

Pecuniary conditions of the agricalturists are simply deplorable,
the tendency towards hoarding does not exst.
1390 $2. Generally, the money that came into the bhsnds of an agri-
culturist by sale of produce or through any other source goes straight
to the cotfery of the village money-lender; co-operstive mocieties have
little succeeded in diverting the courss of money.
131, 83, Very few of the farmers can afiord to lend to fellow agri-
culturista. Teema in such cases are very fair. In prospercus years
their money i3 wasted in building puces bouses or marrying children
In many cases efforts are made to repay old debta
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1292, 84. -Abolition of stamp duty on cheques has to a certain extent in-
creased the cheque habit bub the increase is not appreciable.
Big merchants, commercial houses, mills and faciories, vakils and

. doctors, banking firms and banks use cheques. Yes, (Government em-
ployees drawing above Rs. 100 should be paid by cheques,

- 1293. 85, Yes, it is very slow, on account of backwardness in education.
Thrift societies on co-operative lines should be started in every sphere
of life; extensive propaganda should be carried to eduecate people.
1264. 88. Postal Cash Certificates are not very popular. They require
revision. They can be made more popular by granting certain con-
cessions to members of credit societies. Post Office Savings Banks in
the ¢laga do_not afford all possible facilities to the public. Village
teachers or village patwaris sometimes deposit a littla. -

1205. 90. At present hardly any special facility exists for the purchase
of Government securities for small agriculturists. Such investments
can be popularised amongst agriculturists by slight preferential
treatment in terms.

1296. 92. By propaganda work on a large scale and adult education
chiefly on co-operative lines.

1297, 94. Village money-lender and co-operative banking. They are
not adequate.

1298. 5. Post Office Savings Banks ought to be opened in every Post
Office in rural area. A big land-mortgage bank with a working capital
from Rs. 30,00,000 to Rs. 40,00,000 is the prime necessity of the Pro-
vince, and the Local Government’s special attention is invited towards
this fact.

- Oral Evidence.

' ]Y299 Chairman: You succeeded Mr. Aminuddin Malik as Sceretary §—
es,

1300. Since last year 7—About 14 or 15 montha back.
1301. In answer to question 6 you say: ““If this replacement is allowed
to go unchecked, the actual cultivator is likely to lose the incentive
for intensive cultivation”. Is this replacement going on on a large
seale It is, rather, but not very much.
1302. Then it i§ not a very serious problem —Not at all.
1303. In answer to Question No. 8 you say ‘‘sometimes even brute.
force is resorted to by transborder money-lenders”’. You mesn the
Pathans i—Exactly. They are small investors and use iorce even inm
villages.
1304. Do panchayats exist in Delhi Province -—Not at all. As Becre-
tary of the Zamindars' League I have several times invited the
attention of the Government to that fact.
13n5. Is there a zamindars’ league here —Yes.
1308. You are a camindar i—Yes, .
1307. L. Byl Kishen: He is jat by caste.
1308. Witness: This system is being tried in the Rohtak District, but
at present the Delhi Government has net considered the question,
1308. Chairman : What do you thick about the Land Alienation Act t—
Certainly it ought to remain.
1310. In reply to Question 25 you say “there is a crying demand for
long term credit in the whole of the Province”. What remedy do
You propose, mortgage banks!—Yes. On Monday last at a meeting

Mr, Naruin Singh.
e
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of the managing commitiee the members themselves said that &
mortgage bank should be started as early as postible; and on the
occasion of the last general meeting the gquestion was raised that
Government ought to take steps to start land mortgage banks. So
far as Khadar, /aqa, and Najafgarh side are concerned, the credid
svstem is not 8o bad and people have begun to learn something in
that direction, and they borrow and lend punctually to some extent
as compared to the Mahrauli side, and I think a mortgage bank caa
safely be started to the advantage of these people,

1311. In answer to Question 16 you say “Rs. 20,00,000 for Delhi Pro-
vince”’. On what do you base this calculation 1—Thir caleulation, I
am afraid, is a bit incorrect. It ought to be about double that amount.
Half of our money is invested in societies belonging to Gurgaon or
a little less than half, We have invested in Delhi a Lttle over 5
lakhs and » little over 4 lakhs in Gurgaon. So if we confine our
efforta only to Delhi Province, we may require 20 or 30 lakhs.

1312. L. Shri Ram: The whole object of the co-operative movement or
any other movement is to help the poor man to get over his difficultien
in the matter of his debts I—Exactly. '

1313. Do you attribute all his difficulties to the high rate of interest
charged by the money-lenders, because you say in one place that he
cannot get out of his power —There are Beveral other reasons, this is
cne of them.

1314. This co-operative movement has heen going on more or less
lf:c;-d 25 t:;em and it has not yet touched the main difficulty !—It is a
t.

1315. You suggest & number of remedies, such 2a the reduction in the’
rater of interest of Post Office Savings Banks, loans by land mortgage
banke, appointment of Registrars and all sorts of things, All that
means money to be spent by the Government over and above the
ordinary expenses !—Yeas, .

1318. Do you know that 95 per cent. of the population is rural, afier
all the whole of this money will have to be found by the farmers
themselves 1--Ultimately. '

1317. That means that you want to rob Peter to pay Paul '—That ie
not my point.

1318. After all the farmer has got to pay for all these exponses, and 956
per cent. of the population being rural population, the rich farmer
has got to pay, or I may ray, the farmer who controls his expenses, has
got to pay for the one who does not $—But in anoth~r shape.

1318. But you agree "wit.h.mo there +—Yen, he has to pay.
1320. Has he to pay up entirely t—Exactly eo.

1331, The whole point is if this money is to be found for co-operative
societies for land mortgage purposes, that money has got to pay seme
interest. las it not !—That is true. -

1322 And do you think it would be possible to get deposita for long
as well as short terms below 7} per cent. on an average t—I think we
can get money at about 8 per cent. interest.

1323, Do you know that Government of India, which is considered the
geat security, has to pay 6} per cent. interest on its borrowing}—
iy ' :
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'1324. But if Government of India finds it difficult to borrow at any-
thing less than 6} per cent, do you think you will be able to attract
money cheaper i—But the difficulties are of Government’s own making.

:1325. I am not concerned with that. What I say is, as a practical
" propogition, do you think you will be able to attract deposits at
anything less than 7 per cent. 7—I think it will be possible.
'1326. Do you know as Secretary of the Cenfral Co-operalive Bank that
the expenses of management, etc., of your bank comes to more than
4 per cent. 1—1If is less than 1 per cent. on the working capital.

1327. Your predecessor in office has suggested that interest may be
charged even up to I5 per cent. or more and he will have no objection
in any rate provided the maximam is fixed. Do you agree with him¥—
;[ don’t agree with him in his statement.

'1328. As it is, you charge up to 12 per cent. interest, is it not 1—Yes.
1329, The co-operative movement is & new movement and it has not
Yet even touched the fringe of human society in the propagation of
its ideals I—That is so.

1330. You have said that your whole object is to find money at cheap
rates for the farmer +—Yes

1331. And you know there is the existing machinery called money-
lenders or bantas t+—Yes,

1332, Do you think it would be easier or advisable to pass an enact-
ment somewhat on the lines of the Punjab Act at the same time
providing in return some concessions to these money-lenders by
providing easier methods of realisation of their debts, such as those
the co-operative societies posseas, on eondition that they will advance
money only at reduced rates of interest, say 9 to 12 per cent. I want
vour unprejudiced answer to this I—The money-lenders in the villages
have been given a very fair trial and found wanting.

1333, If by some, legislation the money-lender can be tied down to
keoep his account properly and in a systematic manner without allowing
him any loop-hole to rob his borrower and is also compelled to reduce
the rate of interest and in return iz allowed some special means oi
realisation, don’t you think it would be a sound business proposition?
—I don’t agree.to the suggestion.
1334. What is your objection, sentimental i—Jt is certainly not senti-
mental. Even under such altered circumstances ithose money-lenders
will commit, if I may say so, ‘dayviight robbery’.
1335. Will yon please explain your statement¥—I believe there will be
downright swindling again and abrolute unfairness 10 the debtor in
every respect. The difficulty is that these money-lenders are simply
having their own ways with the borrowers. So long as the borrower
or the debtor is illiterate he cannot expect square dealing at the
kands of the money-lender.
1536. You are simply saying swindling and daylight rubbery. 1 want
to know in what way ewindling and robbery is dene. Do you mean
to say that when the farmer goes with his bag of money in the fields
he will be robbedi (Langhter)—I only mean civilised methods of
robbery. For instance, st the time whem the first lean is advanced
to the debtor by a money-lender what happens is . . . .
1337. T am not concerned vn'tsl what is happenfing now. I have pt;:
a clear proposition o you and am asking you for your opinion as
what will happen if certain things are done as I have already detailed
to you{—This is a very hypothetical question.

AMr. Naran Singh,
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1338. Excuse me it is not. It is as clear as anything 7—I have. no
objection to the suggestion if the money-lenders conld be hbrought
under law, interest is regulated, accounts are kept properly and if the
money-lender adheres to all these conditions then he may be given
special facilities of realisation. ) -
1339. You know Mr. Narain Singh, world is not perfect 7—Exactly so.
1340. And you think 3f that machinery could be brought intn force
:l[ll early as possible it would help to keep the wolf out of the door—
agree. -
1341. You say that professional money-lenders charge 1 to 4 per cent.,
and in emergency cases their charges range from 50 to 100 per cent.
Which rate do you ohject to?—I think between 2 and 3 per cent, is the
usual rate.
1343. But are these rates which you mention realised rates or are
they rates supposed to be charged i—They are only rates that are
charged.
13¢5, Have you any knowledge how much they actually realise?—A
little below 2 per cent. I think.

1344. That is about 18 per cent. 7—Somewhere about that.

1345. Have you knowledge of the whole of the Delhi Province or the
city alone !—I know the condition in nearly 80 per cent. of villages in
this Province.

1348. Carr you tell me how many money-lenders exist in these 80 per
cent, of the villages that you know of —They exist in every village.
1347. Give us a percentage with reference to population, if you possi-
bly cant—I think for every village of from 200 to 300 people there
ias one money-lender.

1348. How much mone;y do these 300 people need to borrow 1—That
depends upon the class of people who inhabit the village.

1349, Take the average typical farmers !—Their average needs are
about Ra. 800 for each family.

1350. Which werks up to Ra. 1,50,00C roughly !—Yea.

1381. Out of these rvequirements how much money does the bania
advance I—He is not advancing much. There are samindar money-
lenders as well.

1352. Have you any grounds for complaint against these ramindar
money-lenders as well?—Yes, in aome cases, but their dealings are
certainly better than tha bania's.

1353. For how much of their requirements do these 300 people go to
the bowin to-day !~On the whole it may be about Rs. 10,000 to
Ra. 20,000, .

1334. Now, if the banin makes 20 per cent. interest on Ra 20,000 every
year he makes Ra. 4,000, is it not !—Yes.

1388, So, according to you, all these village riorey-lenders (bania)
should pay income-tax, in it not !—Many of them do pay income-tax
but others somehow or other evade paying it.

1358 My own view of the income-tax officers is quite different from

mr& They leave no stons unturned !—That might be your experience
ause you are the wealthiest man in this city. (Laughter).

1357. Can you give me a rough idea as to how many of thess money-

lendera pay income-tax ¥—I can’t give you any idea about it

1388. And according to you thess Bamias ought to  multi their

wealth in 8 yoars' time '—Yea. _ multiply
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1359, So then in a man’s life-time (33 years) a money-lender would
have multiplied his assets 2,000 times or more I—{Laughter)—Of course,
I don’t go to such an extent as that.

1360. So, evidently you admit there is some mistake in your state-
ment !—Of course, they will have to cover the risk also.

1361. You agree that most of his debts are unsecured onea!—Yes

1362. So then he will not realise even 18 per cent. as yon say on the
whole '—Yes, 1 agree.

1363. My whole point is whether we can organise the present machinery
of indigenous money-lenders to suit the requirements of the day because
Fou are against i{akevi and you know Lhe co-operative movement has
not improved the condition of the farmer in the villages 1--Exactly so,
but with proper legal safeguards.

1364. In answer to question 18 vou say that the cultivators have to
pay 6 pies in the rupee as commission to the arfia besides other
incidenial charges. Are yon satisfied with this arrangement or have
yoa any grievance against the svsiem!—My own auggestion is that
co-operative sale societies should be organised on a large scale in the
Delhi Province. N

3365. Yon are not satisfied with the existing arrangement then I—No.

lagrs. Have you worked out what the cost of a sale society would be?
—Neo.

1367. You have not worked and found out that these sale societies which
¥ou want to be established will work on a cheaper basis than the
existing agency -1 have not worked out the scheme.

1368. Then in answer to guestion 20 you suggest that there is a great
chance of sunccess for licensed ware-houses in India ag”in the United
States of America?—Yes.

1369. Do you know how the sysiem works in America I don’t know.
hY‘:m have gone to America and you ought to know the eonditions there

tler.

i370. Later on in answer to question 23 yon say that “‘there is an
enormous scope for forming pools and attention of the co-operative
department, is specially invited in this direction”. Don’t you think
that pooling of the land would be a thing that ovght to be taken
first before pooling for purposes of sale and purchase are thought
of 1—Yes, I agree, but that is going on at present.

1371. You know produce differs from farm to farm in quality. What
sort of pool in these licensed ware-houses have you in view. Have
vou any clear idea of what yom have in mind when you made this
suggestion! If yon have no clear ideas about the scheme then I
won't waste the time of the Committee in asking you about it —1J have
no practical experience of the scheme myself,

1372 In answer to question 29 you say that the Penjab Land Aliena-
tion Act is an evil and may I know what the other evil is —Usury.

1373. Don’t you think that one of the evil 1esults of the Land Aliena-
tion Act has been that the small farmer sometimes has to sell his
land to a big agriculturist at a much lower price than he would other-
wise have done I—That is true.

1374. In answer to question 53 you urge the necessity for starting sale
societies in Defhi. I presume you have not worked out details of your
scheme in this case as well +—No, I have not gnne into details.

Mr. Xarain Singh.
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1376. Don't you think that a private individual will be able to carry

on his business at & much cheaper rate than a co-operative sale
society I think ao.

1378. Don’t you think the artias who do the work for a small com-
mission are & cheaper agency?--I agree, but it is very difficult to
chooee the right sort of purchaser. _ .
1377. But don’t they take the goods to the mandis and sell the goods
to the highest bidder 7—But still the sale will not be done in the best
manner and for the best price possible. Mr.. W, ———— who is &
very keen agriculturist in the neighbourhood of the city has told me
that cart-londs of peas which he sent to the city every morning for
sule fetched him only 2 pice per scer while the city hawkers sold them
at 12 annas per seer.

1378. Do you beliove that statement for a minute ?--I believe there is

some truth in the statement that the cultivator does not get the
maximum price for his produce. -

1379, Had you ever been to Sabzimandi yourselfi—Yes, I have gone
there many times,

1380. And you have seen how headloads of fruits and vegetables are
being auctioned as they come in i—Yes.

1381, And how ia it you say that Mr. W= is cheated by the

artia i—1 don't Bay it is cheating, but by a better handling of the
produce a better price could be obtained.

1368, Please suggest {0 the Committee some organisation through
which you can realise 12 annas per seer for your peas ?—Supposing we
had some co-operative sale societies organised and they were running
& fow vegetable shops, then in that case the producer will get a better
price.

1383. Have you any idea what it will cost to open a vegetable shop in
Delhi 1—I don’t know details.

1384, Do you know there are thousands of shops in the city selling
vegetables —Yes, thers are & good many of them.

1385, Will you dispute the atatement made before this Committes by
a Professor of Economics of the Hindu College Delhi that these vege-
table seilers in the city don't make more than one rupee a day as
profit t-—I don't dispute hia statement. What I mean to say is that
thes produce passes several hands before it vreaches the street hawker.
Because it paases through the hands of several intermediaries, naturally

every man has to make his profit, before the article reaches the con-
sumer.

1386. Are you apeaking from your experience or from hearsay 1—I
speak from my personal knowiedge,

1387. Would you believe me when I say that in casss of cart-loads of
any article, the artsa fixes & price at the scale and anybody ecan pur-
chaas it for that price. The intermediary that you speak of does not
come int—1 don't think this iz the practice in all casea

1388. Do you know headloads of vegetables and fruits are auctioned
sz they come in without recourse to intermediaries t—I know it my-
solf that in several cases the arfia raises or lowsm the price of these
articles as and when he pleasea just to oblige some of the shop-keepers
who may be his friends or relatives or who are in league with him,

1358, What percentage can it be, if at all +—TIt might be small indeed.

1300, So may I say that you cannot justify your statement made beret
—] have given you my own information.
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1391, So then, will you just forward to the Committee at an carly date:
yqill: scheme for organising. these co-operative sale socicties?—Yes, I
will, .

1302 Mr. ¥ F. Gray: In answer to question 33 you say that the bank
should raise money by paying interest from 6 to 7 per cent. and
should Jend out money at 9 per cent. And you will agree with me
that your. bank ~would have become a bankrupt already if you had
followed such a principle, is it not so /—There is some error evidently.
1393. You have told us that the expenses of management of your
Central Co-operative Bank comes to about 4 per cent. —They are’
below. 1 per cent. on the working capital. ’
1393a. And yet you advocate borrowing at 7 per cent. and lending at
9 per cent. —Yes.

1394. And so you agree to the deletion of that portion of younr
answer from your memorandum !—We might raise the lending rate.
to 11 or 12 per cent, at the utmost.

1395. :_[n answer to question 41 you have said that co-operative
societies are only money-lending institutions and that banking business
is done in very few urban societies. On that point I would like to
have your opinion as to whether the great need to-day is for easier
means of borrowing money or merely the provision of cheaper money
wherever necessary by providing more banking facilities —Cheaper
money than at present is the first need.

1396. Do you want the borrower to get cheaper money? Is not India’s
irouble due tn the fact that she is able to borrow money too easily?-
—T agres, but I do say it shonld he too cheap. If these rocieties
could be trained in banking business it would be better.

1307. Do you mean training the public?—Yes.

1398. Are you in favour of allowing more opportunities to the publie
for borrowing in an easier manner than at present i—Certainly.

1399. Then will not the public become all the more indebted 7—I don’t
think so.

1400, Would it not be better to create small banks where the public
might be induced to make their deposits and also be permitted to
make their withdrawals without allowing any overdraft i—That ie
exactly the need of the hour.

1401. But is not the present indebtedness largely due to the fact that
money has been too easy to get ?—I don’t contnbute to that view.
1402. The much maligned bania would not be so hopelessiy bad as
ke is to-day had he not been lending indiscriminately 1—If money had-
not been available, then I think the difficulties would have all the-

more increased. ‘
1403, Following up that idea I suppoze you approve of the consolida-
tion of the holding +—Yes.

At present ihe:

1404. Do you approve of co-operative farming!

economic holding of an individual zamindar is, I understand, rarely:
sufficient for his maintenance +—I agree. -

14¢5. How do you suggest getting cver that difficulty —1 think matters

could be improved by intensive cultivation. oo
1406. Don’t you think that by co-operative or joint cultivation ltmdl
will be improved in its productivity —Yes.

Mr. Narain Singh. )
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1407. Supposing & man’s land is definitely uneconomic, is there any
Ereiudice among the people in this Provinte against selling it to a
igger man and becoming & labourer +—Ther¢ is a great prejudice.
People don’t part with their lands under any circumstances.

1408. Don't you think it is & better economic proposition to become
& labourer and earn about 10 annas a day?—I agree it is, but people
in the villages will not get over their mentality, ‘

1409, Can anything be done to -improve that state of affairs i—I eoukf
think of only edueation and propaganda.

1410, Lala Bal Kishen: Do you know we in the Punjab tried co-~
. operative supply societies, and stores, and they were practically:
& failure there i—I learnt about it.

1411, You don’t know the reason why they failed ?—Lack of business
training and inefficient management was responsible for the failure
of these societies,

NM12. And it was not because of any inherent defect in the scheme
itaelf I—No,

1418. And still you know that these societies were not able to pay
their way1—I have read that it was one of the reasons that contrr-
buted to the failure. '

1414, You said that mosis of the debt which is owed by the farmer
ia the accumulated interest, Why should the interest get accumulated ?
—Both the debtor and the creditor are responsible for that.

1418, The interest of the debtor is to see that he pays interest
punctually, is it notf—The difficulty arices when the creditor is &
pucea banmia and the debtor a sound zamindar, because the former
is sure of his money and wanta to see that his money multiplies and

the latter does not feel himself worried when the iInterest is not
demanded. :

1416. Don't you also think that it is also due to the fact that firstly
the debtor does not want to pay and secondly his income is not such
a8 would enable him to pay t—ln moat cases he is also unable to pay.
1417. In other words hg borrows money too much thanp his repaying
capacity for unproductive purposes, ia it not !—Exactly.

1418, Then the real trouble is that the agriculturist gets much more
credit than he ought to ~-Yea.

1410, But I notice from your memorandum that you say that there
is much dearth of capital in the villages and that money is very
stringent and not easily available i—Yea.

1420. Then both thess atatements don't go in together !I—The fact is
that for every big demand the village money-lender finds it sometimes
difficult to have snough funds.

1481, That means that the farmer should be educated to utilise his
funds far productive purposes only I—Yea

1483, So what you say is that though thers is enough of capital,
he utilisea it for Anancially unproductive purposes }—Yea

1438, If he utilised his funda ouly for productive purposss the trouble
would not arise +—That is so. :

1434. How will you remove this weakness of the borrower to get
loana beyond his capacity for unproductive purposes which has been
the cause of his ruin t—Education and propaganda. it
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1425, If the iand tax of an e:g:travé.ga.n_t persen without educaticn and
training is reduced do you thipk he will benefit himself in any way 71—

- T think be will be benefitted to some extent.

-

“~1426. What are.your suggestions which may be in his power to effect

for helping this pitiable condition of this wretched fellow i<It only
depends on education.

1427, You admit that finance and character has much to do with each
other ‘And you apgree that if theé charmcter of the borrower is
improved his finances elso will improve 1—Without doubt it is an.

1428. What we require at present according to you is the right type
of banking rather than indiscriminate extension of credit. Am I
right 1—Yes, A

1429, Later on in your memorandum you say that savings in the
villages are very few -and you admit that that is all the more reason

why you should restrict advancing 7—Yes.

1430. Also you believe that the existing high rates of inierest is partly
due to the insecurity of the debt given?—It may be true to some
extent.

1431. What we require is good security, habit of repayment and
utilisation of loans for productive purposes only 7—Yes.

1432. Under the present circumstances you know the only security of
a poor agriculturist is his crop mainly —Yes.

1433. As recently as 1927 England has passed ap Act by which if a

" farmer has pledged his crop to a creditor and if he disposes it off

for repaying the loan of another then he is liable to eriminal prose-
cution and rigorous imprisonment which may extend to three years.
The authorities in England have found out-that this is 4 better method
of dealing than propaganda alone i—I agree that law can mend matters
speedier and easier. .

1434. If such a legislation is passed here also do you think there will
be good deal of agitation among the agriculturists 7—There might be
some agitation but the condition will certainly improve.

1435. Supposing this Committee were to recommend to the Govern-
ment the adoption of such a legislation in India, don’t you think the
Government will paturally turn round and see how publi¢ opinion is
ready to receive it I—There will no doubt be trouble in some quarters
but in these days even good measures meet with opposition. We have
got to be more businesslike.

1436. Do you consider that there is any objection in limiting expenses
on marriage and other festivities by legislation —Certainly, I am in
favour of that idea. I have noticed that even now in some of the
Native States such a legislation has been introduced, and the trans.
gressors made liable to criminal prosecution.

1437. But in these matters you will naturally educate the public first
rather than launch on legislation straight-away!—Yes.
1438. You say in answer to question 2 that the *“method wured for
forcing repayment of debt is by attachment and sale of the movable
properiy of the debtor or by arrest of the person of the judgment
debtor or mortgage of the immovable property”. The bania or the
money-lender doea not resort to the arrest of the money-lender as he
knows it is not to his advantage to do so?—That is only done as a

last resort.
1439, In answer to question 12 you have said the rate of intere;t

charged for cash advances ig slightly higher than for loane in kind,
Mr, Narain Singh.
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dbut some witnesses that have appeared before us have told ud thaf
the reverse is ths case,, What is your personal sxperiznce i—I speak
from personal knowledge. Of course there is no hard and fash
practice about this. : ‘

1440. Dealing with the takavi loans, you say that the Collector him-
welf should deal with these loans. Do you think that a high officer
like the Collector of a district would be able to do this himself ¢~

Mr. Pool is himself doing at present here and the system iz working
very satisfaotorily. -

1441. Knowing the members -of your societies, do you think they are
honest in their dealings and that they have understood the principles
of co-operation very well?—I have no reason to doubt their honesty,
speaking generally.

1442. In anewer to question 84 you say that the prejudice against the
‘indigenous banker is very great. If this is a fact don’t you think
that the co-operative movement should succeed more quickly i—Bub
failure is due to lack of training,

1443. By indigenous banker you mean the village money-lender i—Yes.

1444, Professar Chablani: You have given us two separate meme-
randa, one in answer to our general questionnaire and the other in

airnawer to the apecial questionnaire issued to co-cperative societies 1—
68,

1448. Mr. Narain Singh, you have told-us that the Central Co-operative
Bank has at present more money in its hands than it can utilise for
the Delhi Province. Ever since the co-operstive movement was started
it has been o in Delhi, is it not I—Yes.

1448. You said pow that against 5 lakhe of -investments which you

have made {n the Delhi Province you have invested nearly 4 iakhs in
‘Gurgaon i—Yes, ‘

1447. In your answer to quesation 48 of our general questionnaire vou
have told ua that the existing rates of interest even against the security
of ornaments vary from 1 to 4 per cent. per mensem. Evidently you
are here talking of the urban areas as the rural areas are eovered
Ly your answer to question 47 t—Yen

14:8. Further on in answer to question 48 you say that “the lowesl
strata of the society is the most indebted and it is a prey of the
transhorder money-lenders”. So the conditions in the urban area i

not better than the rural area so far as the poor classes are oon
corned 1—That is true. '

1449, The savings represented by deposits in your societies is largely
drawn from the urban areas —Yes.
1450. Is there any justification then for diverting the funds of the

urban area into the rural areasi—It is rather a matter of policy
Artificial barriers for investment are not desirable

1451, Why ehould that be the &olioy of the Central Bank when then
ia more than enough work in the urban areas itself t—Of course then
is need for money in the urban areas as well, but peopls in the cit:
are in a better position to take ocare of themselves.

1462 So there is no justification —Sometimes conditions in the rurs
areas are worss than urban aress and o it is that funds are diverted

1458. But why should you invest in Gurgaon? Is there any justifica
tion for diverting funds to this place, a place outaides the Delhi Pry
vince —There is no justification.

VoL, IV



130

1454. Will you kindly refresh your memory a bit? You have msaid inr
answer to question 28 that the “‘average value of land per acre varies
from Rs. 50 to Rs. 1,000 per acre, Under normal conditions the ratio-
of net annual yield of land of average quality per acre to ite market
value is 1 to 100" !—I think it is very little to begin with. It ought
to be between 2 and 3.
1455. Which means that the average yield from an investment of
that kind is only 2 to 3 per centi—Yes.
1456. Do you mean to say that the land owner gets that 2 ta 3 per
-+ _cenf. or the cultivating tenant gets that?—That is what the land
~owner gets.
'1457. Would you be justified if your co-operative bank were to invest
its funds in & concern which returned a yield of only 3 per ceat. 1I—
The bank would not advance money unless .on proper security.
1456, But would not the bank invest its funds in more profilable-
undertakings than invest in land which yields only 2 to 3 per cent. —
Certainly we will have to think twice before investing in land.
1459, Obviously, may I put it, investing in such land is an uneconomic
habit when better investments are available 7—Yes,
1460, If the landed classes find that the value of land has gone up
is it not in the interests of persons who are indebted to sell off
portions of their lands and invest the proceeds in more remunerative:
undertakings I—Certainly that ought to done.
1461, The narrower the market for land the less will be the price of
land *—That is so. _
1462. The Land Alienation Act which prevents & person from clearing
off his debt by selling off a portion of his land in an cpep market is an
undoubted evil then ?The difficulty is that if the Act is abolished,
the evil would be still greater.
1463. Why? The uagriculturist can work as & labourer, invest his
balance of capital in Government securities, which is an absolutely
k safe investment ?—So far as voluntary transfer is concerned, it is
an evil '
1464. It is not to the interests of a class to be tied down to land
- where it is an uneconomic investment from the productive point of
view i—Yes. _
1465. Is saving possible for the majority of people in the rural areas {—
Not at all.
+ 1466, Then the little saving that remains in the rural areas ought
not: to be diverted to the purchase cof land at all +—Certainly.
1467. Nor should it be so freely invested in gold and silver i—Very
little is invested in gold and silver.
1464. Are you aware that 84 persons sre agriculturist money-lenders
in different circles of Delhi Province and only 170 non-agriculturist }—
1 cannot challenge these figures, but I think the estimate is rather
h.igh. b
1469. Are you aware that only 59 rural money-lenders and bankers in
-~ the fural areas of Delhi pay income-tax +—May be, I cannot say.
"’"1470. Are you aware also that since 1920 something like b1 money-
lenders have stopped their dealings in villages and transferred their
activities to the city i—Yes, many of them are going to the ﬂtlel..
1471. Which means that the capital instead of being employed in
villages is being diverted to the citiesi—There are other reasons
responsible for that. o
Mr. Narain Séngh.
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1479, The fact remains that capital which is already scarce in rural
areas is being taken away from the yural areas and invested in. ther
cities 7—That is not the only inference.

1473. That is the natural effect if money-lénderg are going to tfa.qsfer
their investments elsewhere i—If they bring their capital to the city.

1474. Any thing that tends to make the capital of the village more
scarce would be an evil i—Of course.

1475. Such diversion of capital from villages is justified t_mlir _when
the rural conditions are such that there is a plethora of capital in the
villages 7—That is so. .

1478. You say that very few people in rural areas can save and
capital isx built up only by savings?-Yes, money is needed in the
rural areas,

1477. Please turn now to your reply to our special questionnaire you
say that ‘the Central Banks grant loans to co-operative -societies
for short terms only and the period extending to three years is con-
sidered aa short period” #—It is a misprint, I am afraid; it ought
to have bsen from two to three years

1478. Are your deposits mostly for three years i—Formerly they wore,

but now we have brought down the majority of deposite to one or
two years.

1478, Well, the bulk of your deposits are not for two or three years.
Then why do you consider threes years as & short period i—We have
now got this term extended to three years simply on account of the
prevailing conditiona.

1480. Whatever the reasons may be, you are lending short period

deposita for long period loans, which is not what banking is ordinarily
understood to be 1—Quite so,

1481. You say in reply to question 1 that in their meeting the society
passes a resolution that the amount of loan will be paid back within
one, two or three years. Is this fact communicated to you as

undertaking of the mociety in their application for loan !~-They sen
us the kichtbands.

1489, Kisatbands is fixed when the crop prospects are known. I
am talking of the loan application; when the loan application is made
you are not informed as to what the resolution of the society ia as

to their intention to repay I—Not always. We are not in direct touch
with the societies -

b

1483, Again you say, “loans are payable on demand”. Are they ever
paid on demand !—It has been incorrectly put down. Perhaps you
aro scquainted with the procedure. The society pass a resolution, that
thay want so much money in their meeting. Then a copy of the resolu-

{‘ieon is sent to us and a pro-note is signed in the presence of the mem-
o, -

1484, The ote is payable on demand 1—Yes, & pro-note is payable
on deman .

1488%. Then this demand pro-note is purely fictitious, because yom
can never recall the money on demand t—Why not. :

1486, As you say, the societies fix R or 3 year for repayment when
they are lending out to members, but borrow from you cn pro-notes
which purport to be payable on demand. Do they ictend to repay you
on demand t—But thers are no hard and fast rules laving down that
we cannot recall the loan earlier.

VOL. IV o 12
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1487. Have you ever realised it earlier 7—We have never done it in
prachice.

1488. You know very well that the society will not pay you on
demand 11t ghall have to pay if we insist.

1489. How can they pay when they have invested it for at least a
season —It is only for the sake of their convenience that we don’t
make the demand.

1490. Whatever the legal position may be, it is not intended to be
the real position at all —Undoubtedly I dopn’t think that could ever
be .the real position.

1491. And that is the reason why you are unable to say how mnuch
money is due in 1929, 1930, 1931, 1932 and so on —Exactly, under the
present bye-laws

1492 And you cannot be sure as to how much amount is coming back
t0 you when you borrow money on deposits which are for fixed
periods i—No. Besides the kishtbandi.

1493, But when #ishtbands is made every year it is mot necessarily
in accordance with the terms of the application or original resolu-
tion of the primary society I—Exactly.

1494. L. Bal Kishen: Prof. Chablani, in the resolution which the
societies pass asking for a loan they fix the time for repayment.

1495. Prof. (‘hablani: But the pronote is on demand and they are
not bound to repay even in accordance with the resolution (To
witness). In answer to Question } (a) you have said that “in their
meeting the saciety passes a resolution that the amount of loan will
be paid back within one, two or three years}

1496. L. Bal Fishen: It is a fact that they don’t pass a resolution,

1497, Chairman : (To witness).—Have you understood the question of
the Professort

1498, Prof. Chablani: 1 will repeat my question. In answer to
Question 1 (a) you say that in their meeting the society passes &
resolution that the amount of loan will be paid back within one, two
or three years Our question was ‘““what proportions of the loans
granted to rural credit societies in the last three years are recoverable
in kists lerminating in the period regarded as short term”, and (b)
“whether any such distinction is observed or not” and your reply to
() is “no distinction between long and short term loan is observed.
The loans are payable on demand’”. One is the society’s own proceed-
ings ; the second is their application for loan to you. When they borrow
money from you, it is payable on demand, but in their meeting they
pass a resolution as to when the money is to be repaid. Is that the
correct position }—Yes; it is so, .

1499, Yon have said that this resolution i8 not ecommunicated to you
and that therefore you have no means of knowing as to how much
of the amount due to you will be paid to you in the mexi yesr¥—
No means of knowing thai, :

1500, And Fishtbandi is made after the general conditions of the

harvest are known. Is it sent to you for approvalt+—No, it is not

sent to us for approval

1501. Then you have a definite Lability or responsibility to your

depositors but the responsibility of the wmodciety to pay you is nob
Mr. Narain Singh.
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i

definite on account of the fact that the kishthandi can vary accord-
ing to the conditions and repayments vary from the kishtbandsi.
You are bound to pay to your depositors on due date, while you are
not bound to get your money back at the time you have to pay
your depositors --—-We cannot expect the money on due date.

1502. You don’t give any formal approval to the Rkishtbandtt-Our
approval is not necessary at all

1503. You have given us the figures showing actual repayments by
the societies against the Xis¢ demand. This demand is made after
the general conditions of the crop are known. Ag it is, between the
kist and the recoveries there is a gap. The recoveries fall short by
nearly 80 per cent, How do the recoveries compare with the original
intention to pay back in one or two years when the society passed
a resolution while forwarding the loan application?—We have no
meana of knowing that.

1504. You say in answer to Question 2 “The Central Banks are not
authorised by the Registrar to be in the know of the purpose for which
the loan is taken by the society’” —VYes.

1505. So the societies are in no way responsible to you for the utilisa-
;‘ion oil the loans for the purposes they have borrowed from youi—
or what.

1506. Whether the loans are actually applied to the purposes for which

the loans were obtained, whether they are being applied for pro-

a.dlllwtt;,;:'e or unproductive purposes{—We are quite in the dark about
is. '

1507. The essential point from your point of view as the banker who
advances joans to societies is to know how far the borrowing society is
doing sound and safe businese —It ought to be cur duty rather.

1808. You don’t share that responsibiiity at ail i—Exaculy; that res-
ponsibility lies with the field staff only. -

L]
1508. But the consequences fall on the Central Bank; you pay the
grioe.of any mistake in ‘their calculations or in their management 1-—
n our present position, we can safely say we sit behind closed doors;
we receive depoasits and are not responsible for repayments, because
we have no supervision over the asocieties; and I have several times
suggeatod that there cught to be a sub-committee of the Central Bank
to supervise, and that the approval of the managing committee of
the Central Bank should be sought whether a certain society of such
and such an s/aga should be constituted. But up till now we have not
got such a committee.

1510. You are not allowed to make any distinction between A, B,
% and D class societies in your terms of lending, e.g., interest rates!—
o. .

1511. So, then if the society is bad, it does not pay a higher rate of
:i&.tenst than good societies do and there is no penalty for heing bad t+—
.

1512. Could you give us the total number, from the beginning of the
movement, of the ﬁa;lid&hd societies I—In 1991 there were 19, I
will send you & list showing the number of sovietiea liquidated from
the beginning of the movement.

1513. I would ask you to give us the number of rural and urban liqni-
dated societies separately —Very well, I will find out. :
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15i4. In answer to question 6 you say: “Out of Rs. 9,76,200 advanced
to societies Rs. 50,590 are due from non-agrieultural societies’. You
mean non-agricultural societiea ¥—It is cbviounsly & misprint for urban

societies, . .
The ezamination of the witness was not concluded when the Com-
mitles rose for the day. This witnes; was further ezamined on the

28th February 1930.

Mr. Narain Singh,
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Saturday, the 22nd February 1930.
NEW DELHI.

™ A ————

PRrEssNT :
Khan Bahadur Diwan Anpur, Hauip, C.I E., 0.B.E. (Ohairman)
Professor H. L, Crasraxy, M.A, Rai Sahib Kanwar Mot Lax.
Lala Bar Kemey, Lala Smax Rax (Oo-opted Member).

Mr, V. F. Gray, M.L.C. i
Mr. V. 8. Mannaria (Secrelary).

The Secretary and Treasurer, Imperial Bank of India, Calcutta.

Repiles to the Questisnnalre,
B.——FINANCE FOR AGRICULTURAL PRODUCTION. -

1515, 18, The Imperial Bank of India finances the agriculturiets by
granting them loann, at a moderate rate of interest, (vis., 7 per_oent.).
on the security of their gold ornaments. This method of financing the
agrioulturist has only been in operation in the Provinces concerned for
& comparatively short time but it is proving exceedingly popular and
affords the agriculturist a ready means of meeting the expenses during
oultivation and other special noeds,

1816. This is the only method at present by which the Imperial Bank
of India ocomes into direot contact with the agriculturist but it assists
him indirectly by its loans to co-operative banks, indigenous banker,
merchants and dealers.

1517. 18, The Imperial Bank of India and other banks, at places whera
such banks are eatablished, provide finance for movement of produce
ohieﬂ;;ol:r means of purchasing the demand drafts of dealers represent-
ing produce despatched to consuming centres, thus enabling dealers to-
turn over their capital more quickly than would otherwise be possible,
and keeping the market in funde wherewith to pay the agriculturist
for his produce, Competition amongst the banks for thin business is
very keen and such funds as are required can always be obtained at
places where the Imperial Bank of India is established at a cost to the
dealer of from one to two annas per cent. At places where the Imperial
Bank of India is not represented rates rule much higher and it is
‘probable that the cost of funds is passed on to the agriculturist.

1818 The Imperial Bank also takes a considerable part in financing the
mwarketting of crops by its discounting of usance of bills for indigenous

bankers, merchants and dealers and it advances to them by way of
¢lean and produce loans.

19. The Imperial Bank of India and other banke advance freely
sgainst produce stored at mandis but generally speaking such advances
are made to commission agents and dealers. The agriculturist himself
does not stare produce in the mandis and where he stores it in his
village he cannot use it as security for obtaining oredit from bankers,
as individual stocks are nsually so small that the cost of supervision
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would be too high in proportion to interest earned to make the busi-
ness a paying proposition and moreover the agriculturist is usually
tco small & mun for banks to have direct dealings with.

1519. 20. Licensed warehouses on the Iines of the system which exists *
im the United States of America would provide negotiable instrument,
in the form of a warehouse certifieate, which would undoubtedly facili-
tate the financing of the produce stored in such warehouses.

In my opinjon the following fundamental principles would have
to be observed in the operation of any such scheme :—

(1) The warchouseman, or manager appointed by a warehous-
ing company, would have to be of high moral character and
"be entirely indepedent of the local parties who would store
their produce in the warehouse.

(2) His f«laes or salary would have to be fixed on a fairly generous
scale. :

(3) Government supervision as provided for in the United States
Warehouse Act would be necessary aud, in addition, a
security deposit, based on the capacity of the warehouee
would have to be taken from the warehnuseman or ware-
housing ccmpany.

(4). Produce in respect of which a receipt is issued would have
to be kept separate from other deposits, and ir such a
manner as to be easily identifiable,- and the holder of a
warehouse receipt wouﬂl have to be given every reasonable
opportunity of inspecting the relative produce.

3520. If the above principles are observed the overhead charges of &
warehouse are bound to he high, even if existing godowns mre utilised
-and only by storage on a large scale could the incidence of such charges
be reduced to a level comparable with the existing cost of storage. I
do not think there is any market in the N. W. F. or Delhi Provinces
‘where the storage of produce is sufficiently large to enabi. a ware-
‘housing company’s charges to be reduced to such a level and I am of
opinion that this objection would hold at most upcountry markets.

.1521. A further objection to such a scheme is that warehouse receipts
would most likely be used as a medium for gambling transactions,
with the inevitable result that the price of the produce being dealt
in would be subject to viclent fluctuations. This would render the
operations of genuine traders more difficult and would adversely affect
the financing of such prodace by banks.

- (.—NON-AGRICULTURAL CREDIT AND INDEBTEDNEAS.

1522, 52, So far as the Imperial Bank of India is concerned it plays
little or no part in financing {a) export trade (i) from the village
to the mand:, but it provides a very large proportion of the finance
required for, S

(i1) from the mandi to the exporting port by purchasing freely
"drafts and Telegraphic Transfers drawn on port towns by (1) the
exporting firms and (2} firms whe rail produce te the ports for sale
there to exporting firms. G

1523. Such business is put through at competitivg, rates which provides
little more than interest at reasonable rate for E_e period the bank is
out of its money and aithough under our agre t with Government
we obtain the facility of free tranefer of funds, this benefit is, to a
very great extent, passed on to the business community.

The Secretary and Treasurer, Imperial Bank of India.
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1524. With regard to the (b) import trade, "the Imperial Baok of -
India takes little part therein as such business is usually financed
through from the place of export to the distribnting ceatres upcountry
by means of foreign bills, which business the Banks is precluded, by
statute, from undertaking, but it provides cheap remittance facilities
to the Exchange and other Banks engaged in the trade for the returg of

their funds to the port towns. . _ .

1.—INDIGENOUS BANKER AKD MONEY-LENDER.

1525. 57, In the North-West Frontier and Delhi Provinces the indigen-
ous bankers require little, if any, facilities from the Imperial Bank as
their ovn resvurces are usnally sutficient for their requirements. They
are in direct competition with the Imperial joint stock and co-operative
banks for deposits and, to a certain extent, for advance business.

1528. As B business concern the Imperial Bank is always prepared to
consider the grant to indigenous bankers of such facilities as they may
require on business lines. ‘ o

1527. 87. The facilities for remittance between places at which the Im-
perial Bank is established are sufficient for all requirements and re-
mitiances can always be obtained at very low rates.

1528. 68. The present stamp duty on Usance Bills, is, in my opinion,
far too high and undoubtedly tends to restrict the drawing of such bills.
In the case of 60 daya bills it increases the cost of £nance by over
ons half of one per cent. per annum. )

1320, 70. The Aundi rate in the Peshawar bazaar during the.busy
season, October to March, in 7 to 9 per cent. and during the slack
season, April 1o Septemiber 8 to B per cent.

" 1330, The Aunds rate in the Deihi bazaar varies from 2} per cent. in
the slack season to 8 per ocent. in the busy season.

1531, I do mot think that the Imperial Bank bill rate has any great
edfect on these rates as, generally speaking, the bill making is in
the hands of the indigenous bankers, who invest their own funds in
this form and such bills are rarely offered to the Imperial Bank of
India for rediscount.

1532, 7. I would suggest that any indigemous banker accepting
deposits to an amount to be fixed by statute should be required to pub-
!is{; a balance sheet periodically, duly certitied by a recognised
Chartered Accountant. Such an arrangement would tend to inspire
coufidence in depositors and would be of great assistance to the joint
stock and other banks in their dealings with such bankers.

1633, ¥5. A reduction in, or the total abolition of, stamp duty om
Usance Bills would in my opinion have the effect of increasing the
supply of such bills

1834, 78. Generally speaking the indigenous banker invests his funds
(ecosisting of his own capital and deposits) locaily but if he figds ho
cau cither lend to a greater extent than his resources will permit or has
surp:lus funds for which he is unable to find employment he Las recourse
to one of the joint stock banks, exchange banks or the Imperial Bank.
o far az my experience goes the indigenous banker does not hold very
large cash balances. This tendency for money to find its own level
already provides a link between the indigenous banking system, the
central maney market and provincial capitals,

1538. 77, If euch banks are to pay their way they muet come into direct
rompetition with the indigenous bankers. A branch of the Imperial or
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a Yoint stock bank is already established at all the larger centres and
these banks can be relied upon to open a branch at any place where
there is a reasonable prospect of making a profit.

J.—INVESTMENT HABIT AND ATTRACTION OF CAPITAL.

1536. 84, Judging from the increasing turn-over on current accounts .
the cheque }gablf. is growing but slowly. The abolition of stamp duty
on cheques is undoubtedly assisting such growth and a tendency for
persons in Government and other services on comparatively small pay
who did not previously maintain banking accounts to do so is notice-
_able, though savings bank accounts have a greater attraction for such
persons.

Petty accounts, such as those indicated in paragraph 3 of this ques-
tion, are, as a rule unremunerative and anch as no banker would care
to have on his books.

‘Mr, B. A. C. NEVILLE, Manager, Northern India Branches of the
Imperial Bank of India,

{Mr. Neville, "was examined on the replics to the Committee’s
-questionnaire submitted by the Secretary and Treasurer Imperial
Bank of India, Calcutta, printed sbove.)

Oral Evidencs.

..‘153;7. Chairman: Mr. Neville, may I know what position you hold in
the Imperial Bank of India$—I am the Manager for the Northern
India Branches of the Imperial Bank of India.

15638. Including Delhi and the Punjab, is it +—My jurisdiction extends
from the west of the United Provinces and includes, Delhi, the whole
-of the Punjab and the North West Frontier. I might add that any
evidence that T may give will be merely an cxpression of my own per-
-sona] views and cannot be considered as the opinion of the Imperial
Bank of India, because the latter will tender its own evidence before
the Indian Central Banking Enquiry Committee.

1539, Does the Imperial Bank of India advance loans to agriculturista
-on a large scale ?—Yes, we do finance on a large scale.

1540. Merely on the security of gold ornaments 7—No, we also advance
.on the security of grain and produce generally.

1541. Not on the seeurity of land, I suppose —No.

1542, Is there any fundamental objection to land being taken as secur-
ity 1—Yes there iz a fundamental objection as well. Any advance mads
against land tends to be locked up and no bank working with & com-
paratively small capital but with very large deposits, a greater portion
of which being payable on demand and with certain amounts at various
short terms, would like to keep its funds locked up by meking advances
on the security of landed property.

1543. Don’t you think there is difference between the Imperial Bank of
India and the other banks in the country in that the former receives
large amounts of money from Government treasurite as deposits which
they can utilise for their purposes ?—Yea.

1544. And you know that land revenue is an impo)ﬁnt source of the
Government funds, of which the Imperial Bank is the custodian and,
therefore, it is incumbent on the Bank to take a larger share in financing

My B. 4. C. Neville. ¥
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agriculture which is the staple industrﬂ of Indiai—There seems lo
be a great misconception regarding the handling of Government funds

+ by the Imperial Bank of India. In lieu of these deposits you know

the Bank does an immense amount of work for Government. It main-
‘taing Government accounts at practicully every branch throughout the
country. It maintains the currency ghests of Government, and utlisea
Adovernment money far its other banking activities as a remuneration -
for doing all this work for the Government. Government saves a lot
of expenditure that way by not having to deal with their funds directly,
keeping accounts, ete. Moreover, when money is tight during the
cold weather, Government balances are low and during the hot weather
we have a very large Government balance which we find we are unable
to use, '

‘1545, A witnesa in Peshawar told us that the Imperial Bank does not
advance money to the zamindars, except ta-h favoured few. Is thatso!
—No, we don’t make any distinction at gll. Moatly our advances are
made on the pecurity of stocks of produce. .

1546. Don't you advance on personal security +—No, except the re-dis-
counting of recognised skroff’s bills, -

1647. Another witness has said that the Imperial Bank of India keeps
A list of approved customers and that list is prepared on the advice
of the Treasurer and the Accountant of the Bank with the result that
a large number of eligible persons are kept outside this list and do not
receive adequate facilities from the Bank. Is that statement truej—
That is absolutely untrue. The Imperial Bank is a business concern
and is there to do business with- any party of good means or standing.
. 'We naturally can’t do any business with parties, who wa have reason
ta believe, are unsound financially,

1848. Another complaint has been made that the Imperial Bank of
India. does not provide adequate remittance facilities for the indigen-

ous bankers —In places where there are branchee of the Imperial Bank

we are providing very cheap transfer facilities for transfer of funda.

We have the control over the currency chests of Government at practi-

<ally every branch and for transfer of funds we put the money into one

and take it cut of the other currency chest and the transaction is thus

ocompleted and naturally we give that benefit to the people.

1510. Do you think it fouible to make indigenous bankers agents of
the Imperial Bank in places where the Bank’s branches do not exist +—
Agents in what way?

1550 Supgosing & workable schems is evolved +—That is rather a large-
subject. [t seems to me that it is possible that some scheme counld be
devised, ¢.g., shroffe could be encouraged to get their customers to

draw cheques in vernacular on them in the ordinary form instead of
the usual Aundis.

1531. Lala Shrs Ram: In reply to question 13 you have said in your
written memorandum that you are helping the agriculturists by mak-
ing advanceas of money to them on seourity of gold ornaments.
Can you give us some idea of the total amount advanced to them that

way in a]l the branchey under your control I should say it is about
13 or 14 lakha of rupeea.

1852 Can you tell us what percentage it bears to your total landings?
—I eannot give any estimate,

1358, Tt is enough if you give us a rough idea }—I have been instructed

not to give out detailed i
Dot b u‘:“a ‘ figures, mdaolmanrrylmnotsq‘mythmg
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1554. How is it you think that these advances help the farmers and the
agriculturists and not the urban population! Why do you believe it
t% be so I—Of course, the urban population also take advantage of the |
offer, - o

1555. So that all the 14 lakhs of advances which you have made are not
to the agriculturists alone —No,

15568, Do you know that the trinkets of the fariher are almost always
made of silver and not of gold 7—There are gold and silver ornaments
as well. .

15657, 1 am speaking only of the farmers i—My opinion is, and I know
it as & matter of fact, that in some districts these rnaments are almost
always entirely in silver while in others they have gold ornaments as
well. In fact that is our practical eaperience. We opened a pay office
in the Punjab and shortly afterwarde instituted the system of making
advances .on the security of gold ornaments and in a short time we
lent ahout Rs. 40,000.

1558. Could you give ns an idea how this money went out month after
month? In what parts of the year you lent more and when less 7—] can-
not give you details. This business of lending on gold ornaments has only
been recently instituted in Northern India. It is generally done or a
very large scale in the Madras Presidency and at one branch alone we
lent out up to Rs. 14 lakhs chiefly to the agriculturists against the
security of gold ornaments. In the sowing season the money goes out
and when the crop is reaped these loans are generally repaid.

1559. T wanted ‘to have the same information from you regarding the
system of granting loans on the security of gold ornaments and how it
18 working in these parts {—Business has not developed to such an ext:nt
in these parts, so it is impossible to say. We have been doing this
business only for a little more than a year now.

1560. So it is not possible for us to know how much money went out
month by month ?—] am afraid not,

1561. What do you do in cases of failure of repayment of the debt 1—
After -serving proper notices on the parties we sell these ornaments by
auction.

1562. So you are permitted to do so%—That is one of the terms of the
contract: the ornaments are liable to be sold after due notice after
demand. ' .

1563. What percentage of the value of the ornaments do yon advance 1—
We keep a margin, I think, of about 10 to 20 per cent.

1564. If it is 10 per cent. then you cannot keep these ornaments for
more than a year?—We only charge 7 per cent. interest. But the
‘margin will be about 20 per cent. ,

1585. Have you any idea how eften you had to auction the ornaments
for failure of repayment of the loan 1—I cannot recollect even a single
‘anstance where we had to auction the ornaments so far.

1566, Is it due to prompt repayment of the loans taken —They usnally
repay. :

1587. Is any particular branch of yours doing this business on a large
seale I—Money is continually flowing out and foming in in the usual
manner. )

1588. Had there been no case in which you ha [bo' auction the orna-
ments! The experience of co-operative banks st indigenous bankers
had been that especially during the last two years realisations are verv
very poor —It is Bot our experience in any case.

Mr. B. A. 7. Neville, *
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1580, Does that not go to show that these lendings are more to the
urban rather than to the rural population ¢—We have supplied you cer-
tain figures with regard to this. We asked the branches concerned to
eliminate the urban as far as possible and include only those advances
made to agriculturists only in these figures that are supplied. Of
oourse, it ia very difficult to draw a clean cut line of demarcation, but,
however, these figures may be taken to be appreximately correct.

1570. The former Secretary of the Central Co-operative Bank of Delhi
told us in answer to & question by & member here that the Imperial
Bank of India never advances any money to the co-operative bank
How ia it ¥—This is not the case, we have been advancing on securities.
And we don’t hesitate to do so.

1571, L. Bal Kishen: On the security of Government paper.

1872, L. Shri Ram: That is one of the duties of the Imperial Bank, in
foct. They have always been doing that to anybody and everybody.
Bo, you don't treat the co-operative banks in any special manner 1I—We
also advanoce money on the security of the demand promissory nolea
executed by the unions,

1678, L. Bal Kishen: Do you mean to say that when the pro-notes
drawn by members of primary societies in favour of the central oo-ope-
rative bank are endorsed in favour of the Imperial Bank, the latter
makes an advance +—That is so.

1574. L. Shri Ram: So, your Delhi branch does not do this sort of
business evidently ¥—It all depends upon the position of these central
banks. We are giving the benefit of cash credit accounts to such banks.

1676, In answer to question 18 you say that the Imperial Bank of
India provide finance for movement of produce chiefly by means of pur-
chasing the demand drafts of dealers representing produce despatched
to consuming centrea, ete. Do not the indigenous bankers do the same !
—Of courss there is any amount of competition in this business.

1576. Are the branches of the Imperial Bank of India under your charge
situated only in places where there are Government treasuries or are
they 4lso situated in places whers no Government treasuries
exiat 1—These branches are all situated where thers are Government
treasuries,

1577. You say in the same paragraph that ‘‘at places where the Im-
perial Bank of India is not represented rates rule much higher and it
18 probable that the cost of funds is passed on to the agriculturist”.
Dan’t you think it is justifiable because of the cost of transportation
of money from one placs to another ¥—1I think it is justifiable.

1676. What do you mean by ‘‘clean bills” +—Loans granted without any

security other than the personal security of the borrower, on pro-notes
or usance billa, )

1579, Do you advance “clean loans” in Delhi I—Yes, to & very limited
extent an usance billa.

1380. On pro-notes +—No.

1681. The Imperial Bank of India Act does not preclude you from doing
that does it *~It does not preclude the Bank from doing 8o provided
two unconnected partiee or individuals or banks join together.

1383. Do you know that in places like Ahmedabad and Bombay only
on the signatures of single persons clean loans are given by the Imperial
Bn::kmo! India t~I don’t think so. In fact, I am certain that it is
not the case.

| .
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1583. What do you do in the way of helping industry in Delhi #--That
is rather a large guestion.

1584. Have you ever advanced any money to any industry managed
purcly by Indizns in Delhi?—I am afraid I do not know very much
about the previous history of conditions in Delhi.

1585. How long have you been the Manager of the Northern India
branches of the Imperial Bank of India —For about 6 months now.
%:Jkeover I sm not the agent of the local branch of the Imperial
1586. What would be your policy, supposing an Qpplication came to
you from an Indian managed industrial concern—I ehould look
upon it from a business point of view. As far as I am concerned it
does not matter t0 me whether it is an Indian or European concern
and if 1 find from a business point of view the transaction can be made

I have no hesitation in making it.

.1687. It has been suggested to me from reliable sources that you make -
a distinction between Indian and European managed concerns or
industries and that is why I am asking you about it?—I don’t think
that is the case at all.

1588. Supposing a sound concern comes to you for a clean loan, what
will be your policy 7—We cannot advance clean loans te single indivi-
duals or firms.

1589. If you are not precluded by the Imperial Bank of India Act why
should you not do it #—In the first place under the Imperial Bank Act
we must have a second name and secondly, as far as possible we don't
make advances on clean loans and insisi on some security or other.
1590. Am I to understand that you don’t mind putting the industry
and trade in the Province under you at a disadvantage as against
Bombay, Calcutta and Ahmedabad t—Practically all the advances by
the Imperial Bank of India in Calcuita and Bombay are secured.
Very few clean' advances are granted,

1691. If you are not precluded under the Act'from doing so why should
there be any objection +—Wao view at it from a buginess point of view.

1692. I know of very many instances where the Imperial Bank have ad-
vanced clean loans in other parte of India. Why should Delhi alone
be at & disadvantage 1—I don’t think there ars many cases like that.
1593. Even if there be only one 7—It depends entirely on the standing of
the parties. )

1594. You will have no objection to the granting of such loans in Delhi
in principle -—None at all.

1595. In reply to question 19 you say ‘“The Imperial Bank and other
banks advance freely against produce stored at mandis but generally
epeaking such advances are made to commission agents and dealers.””
Further or. you say that the cost would be high. I want simply to ask_
you to confirm that these commission agents and dealers are necessary
and cheap inetitutions according to ycu !—It amounts to that.

1596. Are you talking from the point of view of the agriculturists
themselves 7—Certainly, but it dependa om the price that the commis-
sion agent pays to the agriculturists. .

1597, 1t is nothing that is concealed from you. {Whatever it may be, sm
I right in saying that you believe that they ard’; cheap and necessary
institutions I—Yes. I suppose you are comparing them with s proposal
to establish ware-housea

Mr. B, A. C. Neviile.
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1598, I will come to that in a minute. I agree to all that you say
regarding the establishment of ware-houses. I am also against the
iden and there it is that myself aud Mr, Chablani don’t agree. I con-
sider myself that these commission agents are cheap and necessary
institutions ?TI agree with you in that.

1569, The whole iden as far as I understand of the warehouse system is
that the farmer would be able to gell his produce at a time when he
thinke it most advantageous, but you agree that there is the posaibility
of the prices going down, as thé prices have been steadily going down
for the last 4 years?—That is so.

1600. In answer to question 52 you say that the Imperial Bank plays
little part in financing the export trade. I am asking for your person-
al opinion. Don’t you think it is unfair that the Imperial Bank should
ba precluded from doing exchange businessi—There is & good reason
why the Imperial Bank 1z not permitted to do exchange business,. We
hold Government funds and if we were allowed to do exchange business
it is poasible that a very large proportion of our funds might go abroad
and 1 think Government purposely did not permit us to do exchange

?usi]rf;em with a view to make us utilise all our resources in this country
teelf. '

1601, On that ground you are against doing exchange business I—That,
I thiak, is the reason.

1609. I am not asking the reason why you are precluded by Govern-
ment from doing that business. Supposing you are a private banker,

mai1 dI ask whether you will not do exchange business yourself?—I
would. !

1608. And under the Imperial Bank of India Act you are putting the
exchange banks in a favourable position as against the joint stock
banks with whom you are competing in almost every important port
of the country, is that not so t—Your idea is that if the Imperial Bank
of India is permitted to do exchange business in competition with the
exchange banks, its competition with the joint stock banks and other
indigennua banks will lessened. Of course, you know exchange
busineas is & specialised system of banking.

1604. You don't want to convey that the Imperia] Bank haa not got the
requisite apecial staf! or cannot get them if need be '—Specialiced men
would be required for that purpose,

1608, But there is no such thing as imposesibility 1—I agree.

1608. On the other hand may I aay that the same Government funds
are utilised, it ¥ may say so, in creating difficulties in the way of
joint stock and- other indigenous bankers t—Yes.

1607. From your wide experience will you be able to ﬁll us for how
many persons of the population is thers a bank t—I am afraid I don’t
keep statistics in my head. I really cannot eay. .
1603, But you agree thers are many more banks in the west than there
are in this country +—Certainly.

1608. Comnared with the west you agree that the existing mumber of
banks in this country have not yet been able to touch the frings of
society ¥-That is go. .

1610, Do you think it possible for the Imperial Bank or the exchange
banks or the joint stock banks to0 open so many new branches and run
them profitably 1——J} is abaclutely impossible.

-
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1611. Then the only conclusion that we can come to is that the indigen-
ous bankeys ought to be made more useful to the society by legislation.
Apn a matter of fact you yourself have suggested in answer to question
72 as follows ‘I would suggest that any indigenous banker accepting
deposita to an amount to be fixed by statute should be required to pub-
lish a balanee sheet periodically duly certified by a recognised chartered
accountant. Such an arrangement would iend to inspire confidence
1n ‘depositors and would be of great assistance to the joint stock and
other banks in their dealings with such bankera”, I fully agree with
you in what you say. What privileges or advantages would you give
them in return, as you have got certain advantages for doing Govern-
ment business }—I have not considered that point, -
1612. But you would certainly agree that they should be given some sort’
of special facilities or rights 7—J think they ghould be helped as far as
.possible, A

1613. And in that case would yon make any distinction between joint
stock banks and indigenous bankers or put them on the same level }—
In what reapect. .

1614, In every respect I mean in your dealings witk him '—Personally 1
will bave no objection to have dealings with him.

1615, At present, is it & fact that you charge indigenous bankers a
little more than % anna per cent. on transfers than you do in the case of
exchange banks and joint stock banksi—Yes, we charge a little more,
1616. May I know why it should be go =—For exchange banks and joint
stock banks we allow a special rate and the ordinary public is charged
a little more

1617. Who decided that it should be done so —The Central Board of the
Imperial Bank. ' )

1618. -You mean the Managing Governors i—Yes,

1619, You said in reply to a question from the Chairman that Govern-
ment; balances with the Imperial Bank of India are less during the cold
weather when the money market is tight, but under the new act you can
borrow up to 12 crores of rupees from currency, is it not I—Yes, but we
have to pay interest at bank rate to Government.

1620. But you get enough funds during the busy season 2——That is not
Government money but an expansion in the currency.

1621. That however ena.bleg you to relieve the situation }—Yes.

1622. You have made some complaints about having cheques in the
vernacular 7—It is rather difficult. °

1623. Difficult in what way?! Most of your staff are Indians and you
should be able to manage the thing +—Of course we do allow cheques to
be drawn in vernacular. But there is the difficulty about deciphering

the genuineness of the signature.

1624. Do you think the use of cheques in vernacular to be handled by
you 18 more difficult or is it worth your while to try and overcome the
difficulties to encourage the growth of cheque habit1—I think it is
worth our while to increase the cheque habit.

1625. Profestor Chablani: 1 suppose you are aware that we asked for
some information from the Managing Governors of ‘the Imperial Bank
of India (a copy of which muet have been commdnicated to you) re-
g:.ir;dlng certain details of your business +-~We are callecting the inform-
ation.

" Mr. B. A. C. Neville.
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1626. Will you please favour us with those statistics at your early con-
venience ! We wrote for that information ax early as the 7th _January
1030 i—I think they have written to the branches concerned direct to
-colleot this information and as soon as statistios are ready they will be
sfpplied to you. .

1627, We wish that these particulars regarding Delhi and the North-West
Frontier Provincos should be furnished to us at as early a date as

ossible I—Perhaps, if the Secretary will give me a copy of his letter
fua.n investigate and let you have the information as soon ag possible.

1628, Thank you, You said in answer to the Chairman that Govern-
ment balances are low when you really need them most, ¢.e., in the busy
season of the year +—Yes. - .

1629. May I suggest to you that Government balances are actually at
the highest when the agriculturist needs money badly i—He needs money
mostly during the sowing season for the purchase of seed.

1630, Sowing season for the rab¢ crop begins somewhat about October
and money 18 not tight then i—Money does not become tight until well
into the month of December,

1631, During the months of May and June there is sowing, the money
is not stringent then {=—No, .

1639. Well, so far as purposes of agriculture are concerned there should
then be no diffioulty in extending Imperial Bank’'s scope of financing
agriculture when it requires seasonal aid1—No.

1633, If some agency could be devised by which the sgriculturist would
be able to draw upon you during the slack seasons of the year when you
have plenty of funds ab your disposal you would be sble to use Govern-
ment; balancea to greater advantege by financing agrioulture }—Yes, if
you mean ndvancing money through some agency to the agriculturists.

1634. This business of advancing money on the security of gold
ornamente is not confined to agriculturists alons i—Anybody can have a
loan against ornamenta, ;
1635, So far as agriculturists are concerned it is not likely that he will
oome to you for a loan during the busy season of the year 1--He would
EI:OMI{d come to us during the sowing season when he wanta to pur-

ase sced,

1638, Don’t you think that during the slack season when you have more
funds at your disposal you ahould reduce your rate of interest on
such loans t—No, we have a fixed rate of 7 per cent,

1637. 1 am suggesting an objection to that fixed rate. Don’t you think
that you should reducs your rate of interest during the slack season !—
Well, my expenience is that the agrioculturist does not appreciate a
slightly lower rate or otherwise. He always prefers to pay a fixed rate
of interest. My own opinion is that in dealing with people of that
-class you should not have a fluctuating rate.

1638. Supposing you don't deal with the agriculturist directly but you
deal with some other agency as I have suggested already $—We don’s do
such business in the Provinces here but down in Madras we give ad-
“vanoes to the Nedungadi Bank, I think. When they are shors of money
ttll:ey.n-pledge gold ornaments with us, when we advance money to-

am,

1639, There would naturally be good yeason to reduce your rats of
interest during the slack season becausa you could expecd your monsy

7
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‘appointed from among the indigenous shroffs and you advance money
through them I—We are doing that to a certain extent in_other Pro-
vinces but not in Delhi because we have not been approached by shroffs.
In other ¥rovinces we advance on what are called “re-pledge with the
shroffs’.
1651. Do you make any difference in the rate of interest betweqn such
shroffs and the general public?—We charge the same rate. of interest
all through.
1652. Don’t you think that it will serve your purpose better and extend
your business considerably if you make him (the indigenous banker)
your agat and charge him less?—That is an idea. You wani us to
give him A workable marzin and not compete with him directly.
1653, Don’t you think that such a system is workable -—Yes it ia.
1654. You bave said something in your memorandum’about the finane-
ing of industries. So far ag Delhi Province is concerned, could yow
kindly give us the figures of advances made to industrial concerns in
Delhi during the last five or six years. Ii you have any particular
objection to giving us the exact figures, you can give us a general idea
and the perveniage of growth I—Very well.

1635. When giving figures of advances to industrial concerns, I would
request you to give figures for industries under European and Indian
wanagement separately I—We collected these figures for all offices some
¥Years agy; it was & considerable sum. We are always ready to advance
money againsb good security.

1638. So far as joint stocktompanies are concerned, you can judge
their security from their balance sheet and there should be no diffy-
culty in your giving them as much as their security warrants 7—But
the balance sheet does not show everything.

1857. But you can certainly see from their balance sheet more inform-
ation, than you can in the case of private individuals who do not
publish their balance sheets. I mean that in the case of joint stock
companies there is not the same dificulty in judging the adequacy of
the security 1—No, .
1658. You will have to leave in the cass of an individual a much wider

margin of possible error in your estimate than in tho case of a joint

s\ock company whoss position you ocould easily ascertain ¥—VYes.
1639, You raise some difficulties about the use of vernacular acript.

Once again may I ask, would it not be possible to make the indigenous

shroff your agent who should give some kind of guarantee in respect
of the cheques endorsed by him —Under the present system we have a
&hatamchi who is alsa an indigenous shroff. He certifies all verna-
cular signatures and endorsements. He haa given security and gets his
ula:y fram the bank. That is the system which is working at pre-
sen .
1860, In the mofussil centres where there are po bank branches, oan
you not make the local indigenons sAroff your agent, and ask him to
eep regular accounts and submit & copy of the accounts to you from
time to time l—But the accounts will be in his own books.
1661. But he may be asked to pass on a summary statement to you
every time and to give guarantee for a certain amount of business for
which he is appointed your agent. On the basis of his guarantee yon
could trust him as an endorser I—How iz that going to belp the bank t
168la. That will help you in having agents at & number of places
where you have no branches to extend banking facilities -—-But the

§2
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indigenous banker is already there and he keeps his own accounts and
works og his own resources. ‘

1662, But an individual dealing now with the sArof has not the
guarantee that he would be subject to certain control from you i—Y¥ou
mean to say that the ordinary person would have more confidence in
him than he has at present. I do not know if that is a workable
scheme; I think a better arrangement would be as suggesied here, to
have his acérunte audited.

But you can insist in the other casa on his accounts being audited ?
—It might be possible to work out some such scheme.

1663. Regarding Questiozr 18, you have said that the Imperial Bank
provides finance for marketing purposes by means of purchasing the
demand drafte of dealers, lhere are two kinds of demand drafts pur-
chased by your bank, one from the dealers themselves which you dis-
eount ; the other will be the demand drafts which will first go into the
hands of the indigenous skroffs who will paes them on to you for redis-
counting. What is the proportion of these two kinds of drafts —The
rediscounts are comparatively few, -

1664. What then is the percentage of the total business in demand
drafts done by the Imperial Bank as compared to the indigenocus
shroff '—He does not get a very large proportion, bzcause if you com-
pare the total exports from any particular place, I think in most
cagses, we provide, say, from 50 to 70 per cent. of the finance
required.

1665. So that he must have been hit rather hard by the extension of
the Imperial Bank branchee +—Yes, ho has been.

1666. If ib is in the interesta of the banking development in the country
as a whole that the indigenous shreff’s business should exiend, then
obviously you ought to encourage rediscounting by him rather than
deal directly with the public %—Yes, in opening the business we ghould
leave him a margin. At present we compete with him and he competes
with us. It is by competition that the businesg is coming to us,
because we both are in the market for this business.

1667. That kind of competition i undesirable because so far as general
banking development of the country is concerned he must have a por-
tu:h?f the field to himself +—~We cannot reach places where he can
Te

1888, You have cut off all his profite at places which are large centres
of business leaving him only small places?—We very often discount
their bilis. These shroffs buy a large number of bills from amall
parties for small amounts and gend then down to the ports and then
they recover by selling to us one draft for a large amount.

1669. T do not suggest that you don’t do any re-discounting or give
him no help. 'What I am suggesting is that the more you deal directly
with the publie, the less is his businees; the more the branches of the
‘bank, the more severe is the competition that he feels. If you could
possibly leave him a margin, then he will also make some profit out of
‘this business +—We do leave him a margin when we rediscount and
very often reduce the rate in the case of indigenous shroffs. At places
which we cannot get to, they go out and buy drafts. They send them
direct fo the porte and obtain funds by drawing a draft on the port.
“That does not appear as rediscounting, but it, is really drawing
against a cover. o
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1670. I am not suggesting that he is not taking advantage of the
Imperial Bank whenever he can but that he should be given encourage-
ment in order to induce him to give comparatively cheap finance
in places which you cannot get at!—But he does make a big
profit, because he sometimes charges -/6/- per cent. for certain places
where there are no branches of banks. -

1671, But you have said now that the bulk of the demand drafts from
the marketing centres comes into your hande so that the more you
extend your branches the greater will be the bulk of this business com-
ing to you. What is his proportion of this business at present i—That
proportion is comparatively amaller.

1673. Day by day it grows smaller the more branches of the bank you
start i—Yea, . .

1678. Therefore if he is to survive, it is better to make him an agent
of yours coming to you more often for rediscounting and to restrict
your direct dealings with the publie —Of course we do rediscounting
a8 much a8 we pomibly can.

1874, His business is being curtailed because he cannot compete with
you i—To a limited extent he can.

1875. Wo have been told that so far ss Khurja, Chandausi, Hathras
are concerned, only » few years ago they constituted a very importang
field of business for the indigenous banker in Delhi, but to-day this
business has gone down so much that some of the leading firms have
osased to do that business on that side though they still continue this .
business on the Bhatinda side, In other words the suggestion is that
towards the east they have been hit very hard in important mandis by
the opening of branches of the Imperial Bank. Take the old lead-
ing firms ol indigenous banks. They used to do remittance formerly.
Now all their Kothis are doing nominal business and they have settled
down practically as investors and iandlords. If you take the
Gazetteer of Delhi, you will find that about I4 or 15 of the well known:
firma mentioned therein are no longer doing this business. It is
suggected that there is no margin left for thess people, and that the
effects of opening branches of the Imperial Bank on these indigenous
#Aroffs have not been taken into consideration. If you oould deal
through them rather than directly with the public their position will
Erut]_v improve —0Of course the expansion of the Imperial Banks’
branches has affected them in that we have brought down the rate of
interest on drafts and also we provide very much cheaper remittance.

If you work through the indigenous banker and insist on his not
taking more than the fixed maximum rate of interest from the public
you will help him to survive and ocontinue to serve the public t—I quite
see your point; you mean that we should give him a margin to work
just on the same lines 08 we do with the joint stock banks. It is a
plan well worth a trial.

1878, Ono of the indigenous bankers says that in remittance business
they have to pay at present -/2/- to the Imperial Bank, -/1/8 for tele-
graphic charges and & pies as brokerage and all that they get is the
use of the money for 4 or § days. This information was given to us
hy a banker who does only banking and does not rediscount his
Awndiz with you 1~Why does ho pay the broker, why does he not
come to us direct .

16:7. So far as remittance business iz concerned, he has to pay this
commission to the broksr because he brings the Aundis of the market
.%o him t—I see what he really wants iz a working margin,
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1678, The present rates of the Imperial Bank are not reslly profitable

to this high class shroff m—No.

1679. If yon deal through them in remittance business then the system
is likely to ke properly adjusted -—That we should give them lower
rates and charge the public higher rates so that the public may not
come to us except through these bankers. Is that the idea?

1680. Yes.—There is certainly -force im this argument.

1681. In reply to Question 19 you talk of advancea against produge.
Your sole objection against the warchouse system is that the expenses
would be far too high and that the agriculturist is too small & man to
bear all that. Have you ever considered the Egyptian system of
giving loans against produce?—I don’t know the Egyptian system.

-1682. I will explain to you. The Government deposits with each bank
& certain amount of money. The bank gives advances against the
security of cotton to agriculturists for about four months generally.
The rate charged is not more than 4 per cent. The Government bears
all the charges of storage, packing, weighing, protection etec. No agri-
culturist can bring any other crop except his own. The necessary staff,
cashier, agent, warehouse keepers etc., are nominated by the bank, but
paid by the Government. The bank only debits a reasonable cost to the
borrower regarding packing. The storage expenses are also borne by
the Government. ln case the man does not repay the money after 4
months, he is given some time more, and on his failure the bank has
the power to eell the produce and credit the profita to his account. Now
under this system your objection is wholly removed, since the cust is
bornedhy Government and not by the Bank 7—Where is the produce
store

1683. It is stored in warchouses i~-In central places

1684. They go far into the interior +—Do theyi

1685. The Government has established large godowns for the storage of

cotton in the villages —It must be rather an extensive undertaking by

the Government. .

1686. Your sole objection is expemse to iGovernment$—We have no

objection if Government undertakes it. -

1687. You have given us your views about the warehouse system in the

United States of America. 1 will take your last objection first, that it

‘will faeilitate gambling transactions. Bo far as gambling and specuia-

tion is concerned, if it wounld faoilitate gambling here, it must have

facilitated gambling in the United States too I—Yes it has.

1688. But so far as the banker is concerned, he is safe, because he has

. got the seeurity of the goods $—1It depends upon the amount of advance
against the goods. :

13189. If he is left a safe margin ¥—He must work on normal market

value. :

1690, You may advance Ra 75 or Ra. 85 for the produce worth Rs. 100.

If the bank works on a safe margin, it does not incur any serious

loss +—Well of course, no banker, if he can poesibly help it will en-

courage specnlation in trade and if we have reason to believe that the

man is speculating, we avoid him, becaunse he is nnsafe.

1681. But where you advance against the securjity of a warehouse
receipt so far as the question of safety of your advance goes, it does
not arise at all -—This objection of mine is more or less a general
objection,
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1692, But where you advance against the security of a warehouse receipt
you pass B trade bill to the seller to ba discounted by a bank, who
generally has got & running account with him. That running account
<cannot be turned into cash, because it is not a negotiable instrument.
It instead of this system, he passed a trade hill and the goods werp
kept in an independent warehouse and the warehouse receipt passed
with it A8 a negotiable instrument, then there will be a number of
bills available for rediscounting }—Quite so.

193. At the present moment a business man is precluded from extend-
ing his business beyond the limita of his personal capital because he
will be paid by the purchaser after 20 or 30 days, and his running ac-
-ount cannot be turned into cash. But if he had a trade bill with a
‘warehouse receigt, he eould come to you and ask for cash against his

trade bill and do more business i—Yes. :

1604, Don’t you think that such a ware-hquse system will encourage
these trade bills behind which there i positive preof that goo
ara in existence I—I think the principle is excellent, but the practical
difficulties are very great,

1695. The practica] difficulties are by way of cost 7—Yes.

1698. Is not that scheme worth the expense in view of the general
<hange that it will bring about in the whole of the money market —
The cost iz going to be very considerable.

1607, You deem the system desirable provided the question of the cost
-oould be met 1—The system iy an excellent one, becanse so far as banks
-are concerned it simplifies their business. If we bave a warehouse receipt
against goods, it will facilitate irade, because an advance gould be
made in no time,

1698, Apart from the question ot ox&enue, the mere fact of facilitating
_speculation cannot weigh “gainst the grmeral good effects: -that will
result from such & aystem }--No, I think the objection regarding
speculation is a point whinh may he™ to be considered, but the system,
if it could L.' worked chearly, will be an excellent system.

1699, In anawer to Question 53 you 2ay that the Imperial Bank of
India plays little or no pary id financieg export trade from the village
to the mandi, but it provides a very large proportion of the finance
required for exporting from the mands to the por¢ towns. "So when
¥you finance the marketing of produce to the port towns, you get money
8t the ports I—Yesa

1700. You huve no me&r;u of bringing back the money to Delhi except
your curvency cheata?--Yes,

1701, If you were financing import trade, you will get adequats funds
in Delbi automatically l—%eq 2uitn 0. ¥e et adeq

1709, If you were doing that business also and wers not precluded by
the terma of the Act from dealing in exchange then you will have easy
movement of funds both ways; on the one hand you will be financing
the export trade and on the other hand the import trade. So such &
aystem will be more desirable from the banking point of view than the

resent system with thess water-tight compartments. Now exchange
Emh_ goet the goods here for importers and get funds here in payment
of :mponod goodi which they are anxious to remit to the port towns,
becauss their buginess demands it there. You on the other hand have
;ot lot of funds in the ports which you want to bring ap here, There-

ore the present system is rather unnatural +—I donotgnow if it is
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unnatural. We sell drafts and telegraphic transfer on port towns to-
the exchange banks,

1703. Because you are functioning to-day neither as a commercial bank,
nor as a bankers’ bank. As a commereial bank, you would immedintely
feel that this system is very disadventageous and will take to the ex-
change business as the best way out of the difficulty 7—Yea, that is true,

1704. In reply to Question 57 you say that the indigenous bankers are-
in direct competition with the Imperial Bank for deposits. You seem
to suggest that the indigenous bankers have considerable deposits for
the public #—1I think they have.

- - 1706, The information from other sources on the other hand shows that
the shroff as & rule avoids deposits, and accepts deposit only when he.
wants money. The figures which I have got from the Income-Tax De-
partment zs to the amount of interest paid by the indigenous bankers
of Delhi Province is about 3 lakhs only —I have not very much ex-
perience of Delhi, -

1708. In reply to Question 65 you say ‘I do not think that the Imperial.
Bank bill rate has any great effect on these rates”. Obviously as the
central bank of the country it is desirable that your rate should have
-greater effect on the market; you should be in a position to control
the rate as in other countries where the central banks generally do.
The only way to do this would be to link these indigencus shroffs more-
closely to you1—To make our bank rate effective; yes.

1707, Since they don’t deal with you much, you cannot make your bank.
rate effective.- If however you utilised some as your agents and gen-
erally dealt through them rather than competed with them, you will
be'in a better position to control the market rates—Of course in.
recent years the Imperial Bank rate has been to a certain extent out
of touch with the market rate,

1708. 1 have suggested this to you because the shroff is getting estrang-
ed from you more and more day by day —I do not think so, but it
geems to me that as the Imperial Bank rate is now the rate for the
whole of India, it must at times and places be out of touch with the
local markes lja;tves.

1709. If you utilise this indigenous agencies more and more and make
them depend upon you rather than compete with you, or you compete
with them, then they will be in a position in which your rate can have
greater effect on them than at the present time +—Yea, that is so, if we
were linked up together; but it depends very much on the nature of
the link. _
170. For ipstance if in remittance you leave him a margin, and you
don’t allow the public to deml with youn direct but control the rates.
charged to the public by indigenous bankers #—It probably would have-
that tendency.
1!:711. The more yon are linked up the greater will be the tendency?--
(-
1712. You say that the Imperial Bank Act imposes on you the obliga~
tion to have two signatures. The way in which you are practising this -
is that you have got a limit for the endorsing shroff and a limit for the
party on whom the hundi is drawn 3—-We usually have a limit for the
endorsing shroffs which is regulated more or less by his means and
dealings. We don’t have definite fixed limits.
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1713. Burely you would not discount more bills if you find that the-
endorsing shrof is endorsing too many bills of s single party 3-—Quite-

BO.
1714. Then in practice there is a limit —Yes,

1715. The limit of the endorsing shroff depends upon his general credit.
position 7—And also to a certain extent on the bills he gives us.

1716. If in a particular month the endorsing shroff really had mora-
commercial bills to discount, which carried with them some evidence-
that they represented purely commercial transactions rather than pure
financing accommodation, the limit would be far more elastic! You
would feel quite safe if more bills of this sort were coming and your-
limit in that case would be far more elastic #—It would be much bigger-
undoubtedly. )

1717. One witness has told us that the Bank of Bengal never advanced’
money against ornaments, grain, cotton or merchandise which the Im-
perial Bank is now doing i—The Bank of Bengal certainly did not
advance against ornaments; it made very little advance against grain,
becanse the Bank of Bengal wag only established at the larger centrea.
and it acted more as a bankers’ bank than as a commercial bank,

1718, To the extent that you have been increasing your advances.
against ornaments, grain, ocotton or merchandise, the competition, so
far as joint stock banks, and indigenous shroffs are concerned, must
have beon keener {—It must have heen.

1719. One intereating factor has come to light that you are charging as.
much as -/}/- per cent. on remittances between new Delhi and old
Delhi 7—No; the new Delhi branch is now a member of the clearing
house, thore is no such charge now.

1720. But it existed 1--It existed for a short time.

1731, Regarding your remitting money free of charge up to Ra. 5,000
for your customers, did that prevail for some time I—We have recently
cut that out and now we charge our commission.

1782. Even ro far a8 joint stock banks are concerned 1—VYes, we charge-
them on all chequea.

1723. Did rou find that the old policy did not work satisfactorily t—It
was causing a loss of a large amount of profit; we took risks without
any profit. Besides it involved a considerable amount of expense,

1784. Kanwor Mots Lal: Do you take 7 per cent. interest on security
of gold ornaments from all or agriculturists only !—From every one.

1785, Do you take interest of T per cent. during all seaso only in
busy season t—All the year roml:i 18 us o only

1726. Do other joint stock banks finance the dealers or indigenous bank-
ers or not; dp the other joint stock banks take usance bills or not t—
They finance in the same way as we do, So far aa I know, I think they
all advance against gold ornaments now-a-days.

1727, Is there much scops in the mandis of Delhi Province if suach-
warchouses are opaned or the agriculturists are able to store their pro-
duoe in their own pita*—In Delhi most of the grain comes from out-
side. There is not a large quantity of grain grown in Delhi Provinee
itself. The amount of grain &rodueed in Delbi is very =mall as com-
pared to the consamption of the Province, and I think the grain that
mmn ia not stored by the agriculturist, but it is stored by warious.
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1728. ‘'What do you suggest about the stamp duty on wusance bills;
whether it should be abolished altogether or reduced?—I certainly
think th'at it should be reduced because in my opinion it is far too
heavy. The whole trouble is that a present finances are arranged
by means of demand promissory notes, but in reality the arrangement
is that they will be presented for payment after so rany months, and
we canno} rediscount them,

1729. How much should it be *—The Aundi should be on imprest paper
of the maximum value of Re. 1/.

1730, L. Skri Ram: 1t is now -/1/8, formerly it used to be -/1/-f—
‘That was up to the year 1919,

1731. Mr. ¥. 7. Gray: Don’t you think ihe abolition of stamp duty on
-cheques has increased the cheque habit?-~That isa my impreseion. I
think it certainly has increased the number of cheques drawn.

1732. Do you think the use of cheques in vernacular would prove diffi-
wult —~Yes, T think so.

1733. Is it possible to extend banking into rural areas without the
. use of vernacular; I mean is it possible to extend banking into rural
areas and still use English script?—I¢ is absolutely impossible.
1734. If we want to extend banking into rural areas, we must accept
vernacular as a script i—Yes,
'1735. In reply to Question 72 you make certain suggestions regarding
indigenous bankers. Under the present conditions you say that you
Temit the money of the joint stock banks at a cheaper rate than you
do of the indigenous banker. The indigenous banker ig considered
-as public +—¥Yes. "™ :
‘1736. Supposing the indigemous banker kept a balance sheet as
suggested by you, will you then put him on the same terms as the
ioint stock banks?—It is a question of the man’s business, when it
comes to the question of remittance; it is not a question of principle.
The principle on which we ai present work is that we give the banks
who give us much business a concession in rates; and also in the very
exceptional cases of big shroffs who undertake to remit a ecertain
-amount of money, say, 50 lakhs in a year, we allow them a concession
in rates.

1737. L. Shr¢ Ram: Thank youn for clearing the point. I was up to
now under the impression that this distinction is between the joint
stock banks and indigenous bankers; now I understand it to be the
limit of the man up to which he can work +—There are certain cases
in which the indigenous bankers give an undertaking to remit a certain
amount of business in a year.

1738. What are Incha Ram and Sons, bank or bankers?—We will
treat them as indigenous bankera

1739. Mr. ¥V F. Gray: Do you consider the present indebtedness of
the agriculturists of the Delbi Province, and India for that matter, is
-due to the credit being too easily available, borrowing being too easily
obtained —I think it is, and of course it is due to the fact of the
money-lender being there to lend to him.

1740. Should not our policy be rather to give cheaper money sgaiﬁst
gsecared debt but make it difficult to borrow for ctive purposes
‘without security 1—We give facilities for cheap finajjte against security.
“1741. Should our policy, however, not be to increase banking habits,
in the villages, rather than purely borrowing, e.g., current accounts,

Myr. B, 4. C. Neville.
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paying in and drawing ouf rather than simply. borrowing i—1 think
it would be more on the lines of savings bank 1n villages if you want
tc encourage savings bank habit. . -

1742. Hag the mortgage law in any way interfered with the granting
of loans by the banks—Of course it does pot affect the Imperial Bank
to any great extent, because we do not yrant loans to sgriculturists.
It is against the epirit of the Act. We don't like to lock up our
moncy in long period loans. Of course if we find that a debt is doubt-
ful, then we come in and take the property, but originally advances
are not made againet the security of landed property, such are practi-
eally never granted. _

1743. Don’t you think that quite & number of banks don't advance
loans against land on account of the difficulty of the mortgage law?
—From our own experience it is a very difficult thing to recover money
in a mortgage suit. It will probably run over two or three years.

1744. Both the mortgage suil and the execution of decree are very
difficult I—The mortgage suit is a lengthy procedure.

1745. Don’t you think that the cost of running a bank’s branch is un-
necessarily high in India as compared to the amount of business 1t
does in comparisnn with other countries. I have some evidence from
Bombay which Mr., Chablani read out yesterday, but I have my own
experience and I know that s beanch in England costs, much less
than in India. My experience is that a branch at home in a village
can be run for something like Rs. 100 a month including rent #—1 sup-
pose it could ba -

748. At home you have clerka in the nature of apprentices mnd you

have guarantees from their parents against dafaulting. Therefore to
run a branch there is very cheap compared with a branch in India
which would cost. far moret—I think a branch in India is a very
sxpensive business.

1747. Ia thers no means of running a small branch on about Bs. 100
» month +—A small branch or rather pay office costs us Ba. 400 or
Ra. 500 & month. We cannot iet away from it. In this couniry the
man who does the clerk’s work won’t touch cash: there must be a
cathier to handle cash. So we must have at least two men, one clerk
and the vther kharanchi in charge of cash, and then we must have
our sweepnsr, cAhauktidar, punkhawala: etc., thess are all whole time
gervants, while in England we have only part time servanta

17¢8. Then one ammbﬁng block is the expense. and you cannot sug-
gost any meauns of overcoming this!--] have been trying to find that
ous for my=elf.

740. You don’t take guarantees from the clerks --No; but they Bave
got thewr pension fund, which includes a guarantes section, which
guarantees them,

1750. Can 1 have your views on the suggestion of gold certificates to
induce sa i_say, actually taking gold worth Ra. 8 and giving back
in gddg:]od'_llzm_lodu;iap&ﬁodinordertor;mmthiahhitd
uying gol is very cult to say, because I think most of the
gold in this country is invested in ornaments.

1751, But the oruaments are not inoreasing in value in course of time,
Tke omamenta would bhave to be melted down. That is the idea thai
the Government should issue gold certificates }—It ix worth trying,
but | doubt very muck if the result would be sadisfactory,
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1752. Would it help in any way the Post Office Savings Bank #—1I don't
think so. : :

1753. Have you any suggestions to make to alter the Imperial Bank
Act, to make it more helpful to the public and to the other
banks? You yourself have told us that you wanted to do certain
things, but that the Act would not allow yon to dot—There are a
number of minor matters; it is very difficult to say.

1753 (a). There is nothing very outstanding; they are mostly minor
points, except of course the question of exchange work —Yes.

1754. L. Bal Kishen: Just for my information, have you made any
rules about advancing of loans to central banks against the pro-notes
of co-operative societies or does it depend upon each branch to lay
down any rules it likes —There are definite regulations laid down.
The pro-notes have got to be renewed after certain periods, and the
total advanced by the Central Bank on the pro-notes must not be less
than the amount advanced to the Central Bank.

1755: There are rules for these things?—Yes.

1756. You {ix the limit of each bank up to which you will advance on
315 security of pro-notes i—That is considered by the local Head
flice. :
1757. If no amount is drawn from that account for a long time you
close it 7—No, I don’t think so, not if the Central Bank still requires

it.

1758. Supposing a central bank has made this arrangement and does
not ordinarily draw on this account, will you close the account, do.
you suffer any loss by keeping that in force i—To a certain extent we
do. It has got to be taken into consideration; it weighs with us. -
i759. I did not quite understand on what grounds you ptop the
remittance of money from one branch to another at par }—We stopped
on the ground that we were losing money over it.

1760. You just gave it & trial in the beginning 1—We had the idea of
encouraging business, but we found that the tremendous volume of
business we had to do did not pay us. A cheque for Rs. 100, besidea
charges for stationery, writing letters, ete., entailed an expense of
-/2/6 on account of postage and registration charges, and we found
that we lost a good deal of money cver it

1761. As far as these loans against gold ornaments are concerned,
what systemm of valuation of gold do you follow L—We are trying to
train our clerks in testing the gold. We use a touch-stone and till &
man is trained, we employ a local goldsmith.

1762. Supposing he makes & mistake in testing, then what will
happen I—The work is done through the khazanchi who is responsible
' 1763. Has the Fhazanchi paid anything specially for that i—No. He has
a fixed pay which is commensurate with all the services that he
rerders. Under the contract, we have taken security from him and
he is responsible to the bank in all these matters.

1764. Supposing some loss occurs in testing then who will bear that t—
The khazanch: will have to make it good. )
1765. And in the same way you said it was khazanchi who certifies the
signatures in vernacular on cheques ¥—Yes, he has to certify that the
vernacular signature of the drawee on the cheque is genuine,

1766. And he is responsible for that too1—Yes, he gets a fired pay for
ali these responsibilities which is mentioned in the agreement.

Mr. B. A. C. Neville.
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1767. For these loans against ornaments you don’ fix any period, do
you I—No, but we endeavour to recover interest every three months
.and insist on its being paid at least every nine months.

1768, I I pledge to-day and take s loan, can I return the loan to-
morrow and take back the ornamentt?—Yes, that is possible.

1769. Have you taken any action to propagate this schems among the
villages by ym:lvertiuing or otherwise g—Wo ‘have had vernacular hand
bills circulated in the villages through the village headmen,

1770. Do you allow corporate boédies to open savings banks accounts
with youi—Yes we do. In several places we have got accounts in the
names of Municipalities, Provident Fund accounts and savings bank

accounts in the names of other publie institutions, such gs schools and
-wolleges.

1771. 1 have experience of one co-operative society being refused per-
mission to open a savings bank account by the Imperial Bank of
India 1—The object of the savings bank is to benefit poor people and
incuicate the habit of saving in them,

1772. But the members of these co-operative primary societies are
generally all wage-earners and they are certainly eligible for these
-concensions I—Are they not performing a similar function themselves$
1773. But not a small co-operative society of amall status and posi-
tion when its members combine for thrift i—In a case like that I don’t
:aee any renson why we should not open an account for them.

1774. There is no legal difficulty about that so far as you could soe }—
T think a0 myeelf, but I can’t give yon a definite opinion on that.

(The witness withdrew.)

The Committee adjourned till 12 Noox on Wednesday the 26th
February 1930.
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T.—Written memorandum.

‘ GERERAL,
1775, Personal.—I took over in May last and have a very limited experi-
ence of this Province. My knowledge is based on summary enquiries
and revenue papers. I may preface the replies to the questionnaire
- with the following information showing the general condition of the

rural areas.
1776, Area.—According to the revenue papers the total area of the Pro-

vince is 370,001 acres of which 228,930 acres are cultivated. The total
number of estates is 381 of which 25 belong to Government, There is
only one Teheil in the District and the unit for the provinee, district
and tehsil is the same. The ahove area may be divided into two

portions as under:—
Total area. « Coltivated.
(1) Belonging to Government . 63,728 13,6(0
(2) Other . . . . . 316,273 215,930
Total 370,001 228,930

1777. The cultivated area against (1) is given on lease and is mostly
cultivated by the sub-tenants under the lessees. No. (2) may be taken
as purely rural area. The important statistics regarding the latter are
quoted below under different heads.

1778. Assessment circles and holdings.—There are 25,808 proprietory
holdings and 93,176 cultivators’ holdings in the province. The whole
area is divided into six circlea for purposes of assessment and the
necessary details regarding each are tabulated in the statement below.

1779, It will be noticed that average cultivated area per holding varies
from ‘4 acres in the Khkandrat circle to 15 acres in the Shahdara circle
which has come from the United Provinces.

1780. The total area amounting to 316,273 acres of which 215,030 acres are
cultivated, has been assessed to Rs. 3,77,554 giving an incidence of
Rs. 1-12-0 per cultivated acre.

1781. Of the cultivated area 69,534 are irrigated, of 43,283 receive irriga-
tion from canals, and 26,251 from 4,919 masonry atd 1,000 kacka wells.

The average chahs area per well comes to between 44 and 5} acres. Two-
thirds of the cultivated area (144,961 acres) is barani and dependent on

rain.
Bakhshi Pindi Das.
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1782 The total populaticn of the rural ares is 183,768 of which 39,03¢

own land Altogether there are 83,178 cuitivators’ holdings of which
55,423 are of tenants,

17653, Of the total cultivated area 124.'51 acres are with owners, 17,631

with occupancy tenants, and 74,148 with noa-cccupancy tenants

1784, Area wnocrmortigage.—The ares under mortgage whether with or
without possession can be ascertained from the patwoaris’

papers,
statistics regarding the latter are not maintained in the Tehsil and Dis-
trict Offices. The details regarding the former are given in the follow-
ing statement an,] those regarding the latter are being collected.

but

: ! Area. ‘
d:’ \ Number of transacticna. 1 ; l"":h
3'1' otal. | Culti- | reven
! § T
L 1
Qwnenship 2577 | 59563 6853 11404
Banger . t (1) To amﬂll- B : .
: Owupney 239 * ) 484 451 .-
! Gwuenship J66 | 40 TS ‘ 1,470
i (’, To othems -g - y
! Occupancy 158 . 210 210
! 343’ 6e3| 5851 1287
" 4197 i {2 691 .
| Ownership 1E94 | 3,088 20727 3162
Ko .i{1} Te mrnl-{ . .
) torietn, { Oecupapey 35 ! 55 : 85 .
‘ Ownership 262 523 460 438
! {2) To others {
‘ Oceupancy 12 2 2 -
\ 2,1%6 | 3,591 3430 3,000
} 47 el &k ! e
! Cwoership 2080 5318 ! 5420 8,262
1'abar . (1) Te agnr‘l-i ‘
| Occupancy 20! 42 118 -
! {Owndlp 80 50 1 7 Bes
2) To lﬂlﬂl .
Ocowpancy 29 43 4 -
2170 | €147| 5998 ] sa27
256 468 463
Owsenbhip ¢95 L 4 ] 054
Ehandrat . ' (1) To .gmg.{ *
Ocrupaney “1 L 1] &7 —~
Owanership 143 . 253 51 19
{2) To othera { 1%
Oveapancy 4% 3 3 .
838 | LISy 1,172 2,903
108 l 1io lio -
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Area, ;
Name of . . - 5 Land
Cirele, Numbzr of transactions. Culti. | revenue,
Total. | vateq. !
Ownerehip 569 | 1,675 1,237 ! 2,237
Khadar .} (1) To ngrienl-{ |
turista. Occupanoy 124 212 208 ..
Ownership 87 440 330 526
{2) To Others { i
Occupancy 11 18 8.,
866 | 2,015 1,567 1 9763
135 230 226 i .a
Ownership 121 | 1,750 | 1446 2183
iShahdara . (I)ToAgncul { T
. Occupancy ., . . | s
: Ownership 4 307 227" 352
{2} To Asﬂml-{ |
Tenancy ve .e . ! .-
167 | 2067 1,673 2,835
Taaw e ™ i se
. O'memhl 8,146 | 18,774 17,849 . 29,332
Tokal . {{1) To agricul- { |
tarigta, Occupancy 790 | 1,239 1,229 ! .
Omrshlp 1,014 | 2,882 2,549 | 4,474
{2) To others {
Occupancy 252 342 342 e
9,160 | 21,638 20,398 33,803
1,042 1 1,581 1,671 var
|

1785. The amount of mortgage money is not available at present but can

be worked out from the patwaris’ papers

However the figures for the

trapsactions made from 16th June 1928 to 15th June 1929 are available
.and are given below with those of redemption of morigage:—-

Ownership.
j Mortgzages. ]Redempl:ions.
N _ Mortage Area
Ares - money. {acres). Red .
(acres.} money,
!

‘Bangar ' 711 53.:283 268 573;-30
Kohi o 495 "69,232 181 23141
Dabar . . . 1 781 115,458 434 34,803
Khandrat . . . 125 48,787 b2 12,018
Khadar - . . 321 38,343 100 8,060
Shehdars . . . 390 19,700 | {1,098 1,65.075
' | 2,753 517,822 4,129 2,90,417

BakAshs Pindi Das.
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&

1786. It will be interesting to compare the land revenue of the area
mortgaged with the total land revenue by assessmént circles: —

o S
Percentag~
Total lend |Land Revenue of
Assgasmaent Circle, Tevenue. of area under | Column 3
L] mortgage. cn
Column 2,
Re. Rs.
Bangar 1, 50,7090 12,674 8+45
Kohi . . . " 3,141 3,560 11-L4
Dabar .. . 1,08,303 9,127 834 -
Khandrat . . . 31,526 2903 | 9-21
Khadar . . . 36,821 2,763 - 750
Bhahdars 18,064 25 1337
Total 3,777,654 ‘ 33,503 ! 8856
) . -

1787. Shahdara and Khadar circles are subject to river action and have
darge hoidings. Grasing grounds and milk cattle bring them sufficient
income, )

1728, Kohi ecircle has small holdings and is populated by gujars who sell

milk and ply oarts. This circle is entirely dependent on rain and has
only 8 per cent. irrigated ares.

1788. Dabar is also 8 barans tract, but it has 20 per cent. well irrigated

and 18 per cent. saidab ares, the latter receiving flooding from the
PNajafgarn Jad.

1760. In timee of drought the Kohi and the Dabar tracts suffer most.

‘The people of the latter circle have no vocation to fall back upon in
times of distresa. -

1791. Bangar and Khandrat circles are irrigated tracta The former
may be calied a oanal irvigated tract and the latter well irrigated.

Mortgages to Agriculturists and Non-Adgriculturists.

1792. The Punjab Alienation of Land Act has been applied to the
Shahdara tract but. no tribes have yet been notified as agriculturists in
thag tract. In the reraining portion of the Province the Act ia in
force. The tribes notified as agriculturista in the main area have been
taken as such in the Shahdara tract also.

1793. Altogether 21,638 acres of land are under morigage of which 90,398
acres are cultivated. Of the above area only 2,863 acres, out of which
9,549 acres are cultivated, are with the non-agriculturista. The lattar
includes 1,750 acres of S‘nhdnn tract of which 1,446 are cultivated.
These figures relate to ownership and include mortgages for specific
terms. Az to occupancy lands 1,581 acres are under mortgage of which
1,871 are cultivated. There are no mortgages of ocoupancy rights in
the Shahdara traot,

VOL. IV x
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1794. Takavi.—The following amounts are outsta.ndmg (15th November

1929) —
1927-28
—_— and | 1928.29, 1929-30, Total-
previous years,
i
Re, Ras. Rs, Ra.
.e 68,215 7,985 86,230
Sezd Foddrr . » .
240 15,670 15,310
. . 20,850 28,730 67,685
Bullocks and Other . .
18,2056 ar .
26,000 . o ‘e
Welle . . . . . . .
52,518 38,675 1,150 1,15,043
Total . 1,16,618 1,38,600 9,736 2,685,038

Takavi is fréely resorted to and is freely given.
1785. Co-operutive Credit Societies, 1 understand from the Inspector
of Co-operative Societies that at present about six lacs of rupees are
outstanding,
1796. Crops. ‘The main crops of thls province are hajra, jawar, maize,
cotton, sugarcane, chillies, and hemp in kharif, and wheat, ba.rley,.
gram, pulses, oil-seeds, vegetables, and tobacco in rabi,
1797. Area under crops varies from year to year according to the vaga-
ries of seasons. I would, therefore, give the result of the best harv
the Province has had.smoe the laat settlement and also the resuits of the
Iast two harvests which have been poor.

Irrigated. Unirriga’ed, Total,
No, of Wells, Harvest. Sown, |Matured, somn. Intstares, | Sown, ’ o,
Acren. | Acres, Aeres. Acres. Acres, | Acres,
P:fé . x'?;“,‘ Kharif 1915 | 13806 | 13114 | 137,607 | 1,952 18,007 | 135,678
L
1’.’2:'5 2?1';3' Eiarif 1920 28% | 2,174 | 118578 | 35415 190,001 Sese
4,042 m Radi 1925 | 1808 | 1845t | 178,508 | 3,55310 l.los.m 1,71,757
185 | 200 Babi 1999 &,795 | #0004 | ofsm | 10878] 1ss204] 010
as| . | Lo
psm | 1,58 ‘ ‘ s

Bakhshs Pindi Las.
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1768, Su.;pemimc. Ignoring small suspensions therse have been the
following suspensions of large amounts since the last eettlement of
1900—9. .

Re.
Kharif 1011 . . . .. 5,140
Eharif 1818 . . - .. 12,192
Rabi 1014 .. e . . T .. 18,996
Rabi 1016 .. . - e s e 9,182
Kharif 1017 . . . e 9,900
Rabi 1018 ,, - . . .. 6,841
Eharif 1918 . . - .. 86,974
Rabi 1919 .. .. . . . 32,402
Rabi 1921 .. . . .- .. 15,008
Kharif 1028 . e . . .. 60,630
Rabs 1920 .. e .e . - 31,288

The above figures show that drought never allows the people to ta¥e
o +igh of relief and they are alwaya at the mercy of rains.

Ratres of rents. Non-occupancy tenants generally pay rents at the
following rates:—

Ra,
OMM [ X) e 20 -
NaAri . . 25 { per acre. (Abiana is paid by
Sailabi .. . 10 oultivators),
Barant .. . ]

1769. Annual value. The annual value of the land can be worked out by
applying the normal rates to the normal produce and also by reference
to rents by classes of goil, -

1800. Acocording to the latter the result is as follows:—

—— Area. R:et:t“ !Tota.l rent. vjn.: ;'t.vlrioo
peracre. | the rent)
Ra. : Ras. RS,

Nahri end Chaki Nahri .| 43,288 35 »10,82075 | 21,64,150
Chahi .. .- . 20,951 | 2 525080 | 10,50,040
Sailabi .. - b w088 10 ¢ 1,990 | 381,000
Br-ni .. - ,.‘ 1,27,301 8 " 836508 | 1278010
Total .| 1,16,030 . 2¢,34,550 | 48,69,100

The annual value would thus come to Ra 45,689,100,
Debite. Debts may be divided into 5 classes:—
{1) Mortgages of land with possession.
(3)' Mortgages of land without poesession.
(3) Talaei loana
(4) Loans taken from co-operative societion, .
(5) Other debta. .
VOL. IV ' . xT
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Nos. (1), (2), (3), and (4) can be accurately ascertained. The exaot
figures are however not available at present.

1801. The figures for 1928-28 show that 2,753"acres of land of which 2,601
acres are cultivated were mortgaged thh possession for Rs. 6,17,822.
The total area under mortgage with possession is 21,036 acres of which
20,398 acre¥ are cultivated. With reference to the ﬁgureu of 1928-20 the
mortgage money .of the total area under mortgage may be e:timated at
about Rs. 40,69,505.

1802. Takavi loans amount to Rs. 2,85,000. The co-operatite credit
societies have issued loans amounting to about Rs. 6,00,000 in round
figures. The total of the above debts comes to Rs. 49,34,505. I would
estimate the other debts at Rs. 50,65,405. The total debt of the agricul-
tural classes in the rural area may thus be roughly estimated at about
one crore of rupces.

1803, Price of Land.—The 'price of land may be estimated at
Bs 11 72 71,800 as under'—-

o
_— ' Area. [BetoPer | = prig,

¥

_ ) Re. Ra,

Nahri .. . . .| 43,283 1,00 | 4,32,83,000
Chabi . .. . .o | 26,281 1,000.[ 2,62,61,000
Sailabi .. . . .| 19,008 500 95,471,500
Barawi . . . en | 4,27,301 300 { 3,81,90,300
Tatal . ._2-35.939 w_li.'lz,'u,ty.m

1804. Conclusions.—Roughly the total value of the whole of the rural-
ares amounts to about 12 crores of rupees, The total debt for this
area amounts to about one crore of rupees,, and the annual value to
about 50 lacs of rupees, These are appalling figures.

I would suggest the following remedies to check indebtedness:—

1. Education,
" - 2. Social reform.
3. Propaganda work.
4. Extension of canal irrigation.
5. Encouragement of well irrigation. .
8. Co-operative movement. '
¥. Joint work by:—
{a) Agricultural
(b) Veterinary . Departments.
(¢} Eduecation, and *
- (d) Co-operative
8. Legislation regarding fixing of time limit ‘for mortgages of land.

Bakhshi Pindi Dus.
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1, —Roplios fs {he Questionnairs, -
A.—AGRICULTURAL INDEBTEDNESS,

1805. 1. No accurate estimate of the existing indebtedness of agricul--
tura] classes can be given for a village or the whole Province without
special enquiry, Such information may be collected from :—

I Patwari's papers. All kinds of mortgages of land are recorded

» therein, whether oral or written, and whether by register-

ed or unregistered deed, and with' details of area and
mortgage money. -

9, Takavi registers, These registers are maintained in Tehsil
and District Offices and can give exact amounte of loans
advanced for improvement of land under the Land Im-
provement Act or for purchase of seed, fodder, cattle, ete.,
under the Agriculturists Loans Act. _

3. Records of Co-operatative Societiea.
& Records of Registration Offices and Income Tax Officea.

8. Acoount, books of money-lendera.
8. Records of Rahiias g
7. By enquiries from samindars.

Debta are incurred for one or the other of the purposes men-
tioned in this question, but the zamindars generally borrow
money on the following eccasions:—

(1) Marriages.

{2) Deaths.

{3) Failure of crops.

{4) Litigation.

(5) Purchase of cattle and seed.
{8) Land revenue.

1808, In muAsi aress sometimes money is borrowed to take land onm
~ mortgage or to build a house.

1807, This 1a a district of small holdings and the number of persons own-
ing more than 100 acres each is small. In & provinoe like Delhi where
two-thirda of the area is insecure and crops fail every now and then,
the ramindar can hardly raise his head from under the debt. He lives
on hope and cannot resist the temptation of taking loans on occasiona
of marriages, deaths, ete,, when he thinks that he will be lowered in
eyes of his bradr if he does mot spend up to the mtandard of
at least & middle class samindar even if he knows that ity will be very -
difficult for him to repay the debt. He has no vocation to fall back .
upon in timea of scarcity and has no means of repaying the debt"
except from the produce of his land which can hardly suffice to keep
him agoing. He is loath to work as a labourer on warks not agricul-
tural, and would rather resort to borrow money than try to find some
industry to support him. The holdings being mmall, the zamindars are
very hard hit in times of warcity as they can make no ravings in
ordinary times. [no irrigated tracts too samindars are not free from
debt. They would spend unscrupulously large amounts on ocomsions
of marriages and other such like occasions and would sometimes rush
into litigation. They are raising their standard of living and puess
bouses are also rising up here and there, o



166

1808. I may here note the names of the notified tribes. They are:—

1. Jats (Hindu and Muhammadan).
2. Gujar (Hindu and Muhammadan).
3. Ahir (Hindu).

4. Taga Brahmins.

5. Taga Musalmans,

8. Sainis (Hindu).

7. Mali (Hindu).

8. Arain {Muhammadan).

9. Sayvads (Muhammadan).

10. Boloch (Muhammadan).

11. Choabans (Hindu and Mohammaden).
12, Mayo (Mohammaden).

13. Rajputs.

14. Moghal.

15. Pathan.

18. Gour Brahmins (Separate group).

1809. Hindu jats predominate in the province and form the majority of
borrowers. But all eclasses are in debt. The Mohammaden
zamindare are comparatively more in debt. Zamindars" lot can only be
improved if there is some security for the produce of land. The chief
need of the zemindar is water. Everywhere there is a cry for water.
May it come from heaven or from earth Economy in canal water may
give relief in areas within its reach and the Irrigation Department
may perhaps find some way of help in other ways. The next remedy
is well irrigation. It should be encouraged in all possible ways. There
-are a number of bands in this province and if further improved can be
of much greater use than at present. I would suggest that if possible
‘the Government should provide tube wells at their own expense and
-charge water rate ag iz done in the case of nahri areas. Small
industries should be started in the villages on a large scale. Social
rules can do much in checking nnproductive debts, but the most im-
portant step to make the zamindar change his present customs and
-1deas seems to me to be the starting of propaganda work. The
zamindars are illiterate and the only effective way of making impres-
sions on their minds is oral propaganda. Lectures, songs and the like
«<an do much in this connection. The work can be taken up by the co-
operative societies and small fanctions may be held in villages. In the
Punjab in some places advantage is taken of Kabaddi matches, eic.,
-and uplift propaganda is done on these occasions. People need educa-
tion before they can realise the benefits of thrift. Most of the debts
are due to indigenous bankers and co-operative societies Zamindars
have also a fair share and Rahtias aleo have some hold on the people,
At times zamindars mortgage their land to pay off old debta. Orna-
ments and other such like articles are pawned generally in times of
distress when woney cannot be had even on the security of land. In’
barans tracts the money-lender would like to issue loan on interest
rather than take land on mortgage. Zamindars generally borrow from
their old saAukars and would not go elsewhere on account of previous
attachment. Sahukars are salways available and wounld give small
amounts any number of times. Such facilities they think are not open
“to them elsewhere. I understand no new aszamis come to banias. '

1810. T wonld take the following areas as forming economic holdings for .
Tamilies of 5 or 8 members:— -

Nahkri . - .e -+ 12 acres. .
Barawi . . .- -. 25 scrrs. .
- . ‘ Chaki, Bareni,
‘ Mixed . T 7acrea. 12acres.

Eakhehi Pinds Daa.
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1811. As regards mortgages I am of opinion that 20 years rule ahould be
fixed for all whether agriculturists or not. It may have adverse effect

on the security of barani lands, but I think the agriculturist will gain
more than what he will lose, .

1812, 3. The general rate of interest charged from ramindars is Ra. 2 per
cent. per mensen. If the amounts advanced are higher, a low rate is
charged, if small, a higher rate. Accounts are generally settled annual-
ly in the rionth of Jeth. For seed which ig advanced before the 15th of
November, intereat is charged- for the whole year, and for that
advanced after that date for half the year. Repayment of debts is
made in eash if possibie. Otherwiss the creditor taukes grain at the
time of harvest, They also take caitle and carts in lieu of debts, It
the creditor is an agriculturist he might take the debtor's land on
mortgage with or without possession. In case of dispute rcsort is
had to courts and temporary alienations are made for fixed toima.

1813. 4. No.
1814. 7. No.

1818. 8. Rahii means a loan of Rs. 10 advanced on condition that tha

borrower will pay Rs. 12 in twelve monthly instalments of Re. 1 each.
Amounts on this system are taken by— -

{1) Gujars,

(%) Menials,

{3) Men engaged in small industries.
{4) Cultivators of small meana,

No. (1) sometimes gete more than one rahfis on the same terms.
They have monthiy income from sale of milk and this kind of loan
suits them. The raAtias advancing these loana charge 4 as. or 5 as.
from the amount of raAti as contingent expenses and also impose
penalty of pies 6 or one anna per instalment for default.

B.——FINANCE POR AGRICULTURAL PRODUCTION.
191€, 1%. (a) (1) From baniaa,
(2) Tukavi,
(&) Talars and co-operative societies,
{c) as against (a).
As to interest mide reply to Question 8.
Takavi loans are freely advanced by Government for (a) and (5).

1817. 18. The cultivator freely borrows takawri under the Agriculturists
Loana Act: The last two years figures are as under:—

1927-28, 1925.29, !

Ra. Ra.
Seed . . . o as 58.215
Fu’d‘ (1 XY .. ;- 340 15.070
‘Bullocks and othar .. . - 20650 28,730

Welbs . . . e 25008 METS

Tots! . 45,890 LANEN0
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1818. 16. I can give no estimates but I do suggest that well irrigation
should be encouraged and loans advanced for sinking wells freely. The
question of constructing tube wells. in big tracts by the Irrigation De-
pa.nt_m&entdand charging water rates as in case of nakrd areas may be
considered.

C.—FINANCE FOR MARKKTING.

1819. 17. 1. Delhi, 2 Nerela, 3. Najafgarh, 4. Mahrauli, 5. Shahdara
and Bahadargarh (Rohtak Distriet). '

1820. 18, The produce is given to village banias if smzll in quantity
otherwise it is taken to the nearest mandi on carts belonging to cultiva-
_tors themselves. The commission agents charge one pice per rupee from -
the sellers in the mofussil mands while in Delhi this charge is paid
by the purchasers. But the cultivators have to pay the octroi duty.
Money-lenders take the produce at cheap rates, ssy, one pas per rupee.

1821, 18. Produce is generally taken to the market from the threshing
floor otherwise it is kept iu big bags or kothas. At the market it ia
genérally kept in bags or on floor, '

D.—LoNG PERIOD LOANS FOR AGRICULTURE.

1822. 27. Fide reply to Question 13.

1823. 28. The average value of land per acre is given below by classes in
round figures:—

Price of land Value of produce.

per acre, per acre,
' _ Re. Res.
Nohss and Chahi .. we 1,000 100
Salabi . . v 500 80
Baroni . e e . 300 40

Value of land is affected by the following factors:—

(1) Situation.
(2) Productive Power.

(3) Income from land.

(4) Urgency. _
(6) Money in the market.

1624. 20. There are no legal impediments to mortgage of sgricultural -
holdings in the Shahdara tract, but in the remaining portion of the

province the Punjab Alienation of Land Act is in force and mortgages

to non-agriculturists cannot be made for over 20 years. ’

1825. 55. Bohras and bantas chiefly.

1828, 67 Agriculturists generally get seed from thém and cash also for

cattle and other necessities, .

1827. 63, Fide reply to Question 2,

Bakhshi Pindi Das.
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Oral evicenca,

2829, Chairman : You have been the Revenue Extra Assistant Com-
“missioner here since May last ?—Yes.

1630. You say in your memorandum that ‘ the average cultivated
area per holding varies from 4 acres in the Khandrat circle to 15 acres
in the Shakdara circle”. Why is this difference i—Khandrat is well-
irrigated area. Shahdara tract is on the other side of the river.

-1831. Therefore the holdings are larger in Shahdara?—Yes; Khandrat
is well irrigated area, I have stated in the memorandum that of the
cultivated area, 69,534 acres are irrigated, of which 43,233 acres receive
Jrrigation from canals and 26,251 from wells. The total area of the
Khandrat cirele is 11,959 acres of which 3,945 acres are chaki and
‘9,786 acves iz nakrt, This area is close to the Delhi town and so the
“heldings are small : -

1€32. Has the Punjab !Alienation of Land Act been applied to the-
whole Province I—It has been applied to the Shahdara tract, but the
tribes have not been notified as yet,

1523, 'You have been here in this Province for five' years, and nine
imonths. Can you say from your experience which is the driest part
-of this Province 1—I shouid say Kohi and Dabar,

1634, What ig the state of holdings there1—1 have given the figures
in the statement attached to my memorandum under the head “‘assess-
ment circles and holdings’’. The number of proprietors’ holdings is
*25,898 and that of cultivators’ holdings 93,176,

1835. Do you think there is any further demand for expansion of credit
facilities 7—In times of distress of course there is demand.

1836, But not in normal times?—I don’t think there is much demand
in normal times. - ‘

1837. Not for agricultural purposes even 1—Leaving aside the takavi
grants and loans from co-operative banks, 1 don’t think there 18
-demand for further facilities. I have in view only two things, the
improvement of Jand and the marketing of produce. :

‘1838. What do you think of the general condition of agriculiural
-classes in this Province 7—They are not in good condition, because
“there has been failure of crops.

1639. Are they thriftless?—I don't think so. Of course there are
-certain exceptions, but generally they are uot thriftless.

'1840. Don't they spend too much on marriages and funerals 1—Of
course sometimes they do, but their means are limited and generally
“they are cautions about these expensee. .

‘1841, Is the drinking habit common —No.

1842. Do you think canal irrigation can be extended in this Province!
--Only in very small tracts. I have just mentioned that in my replies.
There iz only a small area for irrigation just adjoining Bangar tract,
‘but I don't know if water can be apared for this tract. -

. . r-
1843, In a cycle of 5 years how many years are good, bad and in-
different #—1 have given . some figures about suspensions, and

Bakhshi Pindi Das, ~ ’
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fhese will disclose the nu;nber of such years (vide parn, 1798).--
1844, So the years 1918 and 1928 were bad yeara—Yes,

1845, Have you got the figures for the intervening ten yearsi—Yes,
1 have got these figures, but not here.

1846. Will you kindily send them on to us .—I will send these figures.

_4847. Which of the tribes in this Province you think are good culti.
vators and which are slothful, lazry and altogether bad agriculturiste$
—Nasnis are the best and then come Jats.

1648, Don’t you think that the Land Alienation ‘Act- in any way en-
couragaes constitutionally lazy people in neglecting their holdings?
1 don’t think eo.

1848. You have spoken of time limit for mortgages. Will you kindly
explain your idea -~My idea is, that non-agriculturists cannot.take_
land on  mortgage for more than 20 years, and there is no
reason why the agriculturists should be allowed to bave land for more
than 20 years. If the time limit is fixed, the land would be free in
the case of agriculturists as well as non-agriculturists,

1850. Prof. Chablani: Mr. Pindi Das have you been very long in this
Province -~No; 1 have been here for the last 8 or  months, I have
aseen only one Glivdawari, i.e., Kharif 1929,

- "

1881, So your statements are based not on personal knowledge, but on
revenue papers -—The first para. "f my note would disclose that. I
‘bave already said that I took over charge in May last and that my
hnowledge is based on summary euquiries and revenue papers,

1832, Then what you say regarding the actual rates of interest is not
based uoon your perronal knowledge {i—No, but on the summary en.
wquirieg that 1 made. :

1833. You cannot on the basis of those summary enquiries tell us as
to what the actuully realised rates of intorest are as distinguished
from the stipulated rates of interest i—Of course, I have not seen any
documentary evidence, but I believed the persons whom I consulted
during the courss of the summary enquiries,

1854. Did you draw the attention of the persons, whom you consulted
to the fact that it is quite one thing to stipulate a paricular rate of
interest and quite another to recover that rate right up to the
point of sale in execution of a decree !--No, I cannot say that; I have
not made enquiries regarding that.

1858, In your summary enquiries you have never heard general com-
plaints about recoveries t-—Generally they cannot make full recoveries.

’ naa._ You have given us some idea of what is called the RaA¢s system.
Can't you tell us the extent to which this system is prevalent in the
villages I—The extent is given in my reply. It is only taken by

wjare and wenials and small proprietors and also b 1
n amall industries. prop y people engaged

1657, Ta this based upon your personal knowledge 1—Dersonal knowledge
of course is to this extent that 1 have consulted the persons who take
lodne on'that system. ' — - s

1858, What ia the extent to which this s¥stem, as com red to other
aystems of credit, is prevalent 1—Nos very appreciable. b

.. . . i



LR

1859, In. your memorandum you have told us that the cultivated ares
is given on lease and is mostly cultivated by sub-tenants under the
lessees ]—That is with regard to Government lands, :

“1860. Can you tell us exactly how far it puve to the sub-lessee to
take such land under the batat conditions?—As to other tenants.

1561. You say that the Government lessee doeg not cultivate himself,
but he subleta it orn lease, on the batai system, either on the basis
of one fourth or cne half. Have you ever tred to find out what
the actual average of the sub-tenants’ annual net earning isi—As in
the case of other tenants; there is no difference.

1662. In the case of a sub-tenant do jou find that it pays the cultivator-
tenant better to get a sub-lease than to become a labourer on the
Jand t—I do not understand the question, My difficulty is about the

kind of labour.

1863, Instead of taking the land lease on the batfei system a man has
got the option of becoming a labourer 3—-1 don’t understand how a
tenant instead of having the land on the batat system can become a
labourer.

" 1864 What I am trying to find out is this. Delhi is a big city and
here people come from villages at a distance of 10 or 12 miles. They can
go to the city and get employment there or they can also work in the
rural areeg purely as labourers on cash wages—To do what work?

:hass. Of cutting the crop and sowing the crop 1—I am not aware of
at.

18G6. Bul surely an ordinary labourer, if he comes to the city, can get
work here. Have you tried to find out whether by cultivating the
land under batei system the man gets more or less than what he
would get by becoming a labourer in the city #—I have not tried to
find out that. It all depends upon the cireumsiances. People are
now practically leaving villages and coming to towns '

1887. Apart from other attractions of the city, does the man who
cultivates under the batai system get more than what he would get
by labour in the city <1 cannot answer that question.

1868. How much can he cultivate himself without taking in outside
labour ¢—He can cultivate 20 acres, but he gets the _Produce of only
10 acres. There is a difference in produce from village to village and

from plovgh to plough.

1869. Supposing that an average holding (i.e., what you consider an
average holding) is let out to him on lease in its fragmented condi-
tion, will he (the tenant) get more or less on an average holding than
what he would if he became a labourer i—I cannot compare the two.
There are different sizes of holdings in different areas.

1870. Chairman: I will explain the question. Supposing a man takes
on lease a piece of land, say 5 acres, from somebody; for cultivating

those & acros of land he will have to pay cash rent or bdatai to the

owner and tuke the balance for himself. Will that balance of income
from the cultivation of that bit of land be, in your opiuion, equal %o
the amount that he is likely to get as wages if he femained in the city
a8 labourer !—If a tenant has got one plough, in that ease I think the'

labourer would get more.
Bakhkshi Pindi Das.
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1871, Prof. {hablani: You say i your memorandum that the average
cultivated sres per holding varies from 4 acres to 15 acres, while
from the last Settlement Report I notive that the average Folding there
is put down as just under ¢ acres I—That is tenants’ holding and this -
ia proprietory bolding. . :
1872. You are talking here of the proprietory holdings ?-—Yes, there is
a stutement attached to the memorandum which gives the assessment
circles and the holdings. ]

1873. In other words, you mean that the average proprietory holding is
vory much larger than the average tenant’s holding }--Yes.

1874. You have also given us & table showing the name of the ecircle
and the name of transactions, etc., ete. i—No, that is a misprint, it
is the name of the circle and the number of transactions. e figure
2,777 against the Banga circle is the number of mortgages. The
figure represents the number of mortgaged holdings. This is the
number of transactions of mortgages to agriculturista,

1475, It has nothing to do with the area }-The avca is separately .. .
given, : ‘

1878. You have given certain figures of fedemption as well as of mort-
age money for 1988-20. Will you kindly look carefully at these figurest
t appears that the proportion- of the area redeemed to the area

mortgaged s 7: , while the proportion of the redemption money to

mortgage money appears 40 be 3: 5. Cun you explain thisa? Does
it mean that more or leas costly land is being mortgaged than the
lund redeemed ?—I have not made enquiries about this question, but

I tatfher that in some cases the arca redeemed is again mortgaged for

& nigher sum. Supposing a land was first mortgaged for Ra. 500; after

rodemption it is again mortgaged for Rs. 700. It may Le mortgaged

to the same perzon or to some other person; I ctannot say definitely,
but thia is what sometimes happens.

1877. 1 suppose you have also got the etatement which the Delhij
Administration has supplied to us showing the mortgages and
redemptions from 1813 onwards I—[ have not gol that statement. (The
Secretary gave witness a copy.)

1876 In your memorandum, you tell us under the heading ** moitgages
to agriculturists and non-agriculturists’ that altugether 21,638 acres
of land are under mortgage of which 90,388 are cultivated. Will you
please tell us if this is the amount of existing mortgages up to
datet How did you obtain that figure, from which record !—% got
it from lal kitab,

1878 Does it give the total existing mortgage!—Yes. We revise our
records quadrenially, and one fourth the number of estates comes
-under revision each year. I have already stated that these figures
Are pot correct figurea, I can now give you the correct figurea also.
The differunce is not very appreciable. The exact figures as worked-
out by the patwaris are as follows:— '

Total areq mortguged .. . «s 20733 acren.
Martgage mon+y . . -.Ra, 38.681(7)
1880, Is this up to date 1—Yea.

188], In it the revised figure accarding to tha aystem which ha
desoribed now t—There are at prosent 350 estates. (.hn-fourth’?f‘tbo:

L
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t.e.,, the records of 00 estates are revised each year and incorporated
in the revenue records; 90 this year, 90 next year and =0 on. The
revised figures are incorporated in the lal kitab.

1882. But three-fourths of these figures then will not tally with the
figires which I shall get from the village book #—I have now giver

¥you the figures,
1883. These fizures are more correct than those which you could get
from the headquarters of the tehsil i—Exactly.

1884. Can you find from the village books as to what the amount of
-tbe mortgage money was at the time of the last settlement I—We can
find the amount from the records about area.

1885. If you wish to compare these figures with the last settlement
- figures I—It will have to be worked out then. I can supply these”

- figuren, if you like.

1886, When supplying these figures, kindly give the figures for
Shahdara where the Land Alienation Act is in forece and the other

areas separately 1—Very well,

1887. Will you kindly look at the figures in the statement supplied by
the Delhi Administration. I notice certain peculiar facts, The total
area mortgaged from 1912 to 1928 is only 39,864 acres while the total
area redeemed is 43,409 acres; i.e., the area redeemed is greater than
the area mortgaged i—1 have not followed your cpuestion.

1888. I have added the annual figureas and I find that the total area
mortgaged is 39,864 acres, of which 8,618 ig mrrigated, 29,214 unirm-
gated; and the mortgage money is Rs. 66,93,756. The area redeemed
is 43,409 acres; the irrigated area redeemed iz 9,136 acres and fhe
unirrigated area redeemed is 29,315 acres, and the mortgage money
repaid is Rs. 42,29,248. These are the relevant figures. Now I want you
to correct me, if yon find that my interpretation is wrong. The area re- -
deemed ie 43,409 acres and the area mortgaged is 39,564 acres; so the
area redeemed is greater than the area mortgaged i—The same area
may have been mortgaged and the same may have been redeemed.

What is your point {

1889. On the basis of these figures redemptiions are greater than the
mortgagee and yet the amount of money Jmid in discharge of mortgages
is lower than the mortgage money paid for mortgaged land —That
depends upon the guantity of land.

1890. If you turn to the figures again, yon find that the- irrigated
area redeemed is greater than the irrigated area mortgaged !—Yes.

1891. Which means that so far as quality ic concerned, your explana-
tion would not hold goed?—I cannot fix the values, because the
mortgage money is not worked out on any average.
1892, May I suggest to you a possible eaplanation; it is that le
are discharging their debts on almost 2/3rd mortgage debt?—I don’t
thipk so. Now I onderstand the question. The morigage money
remains the same at the time of redemption; i.e., the money which was
shown at the time of the original mortgage is requoted at the time
of redemption. The same amount ig shown at the time of both the

mutations, r.
1893, Is not the mortgaged area redeemed both of irrigated and un-
irrigated land in every detail greater than the area mortgaged I—It

Bakhsh; Pindi Das.
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may be, but 1 may tell ;o;l that one acre of land near Delhi is equal
to 20 acres of the ountside land. :

1504, You don’t suggest that for 17 years it waa only the land near
Delhi which was being mortgaged i—As Revenue Extra Assistant
Commissicner, I can say on the authority of my experience that the-
mortgage money entered in the records is ihe same in cases of bothe
montgage and redemption.

1895, If your contention is correct then hiow do you account for this
difference —I cannot tell you at present. Possibiy the statement may
be wrong, but what 1 can say is that the mortgage money remains
the same at the time of both the mutations of mortgage and redemp-
tion. The patwars will gimply say in the mutation that so much mort-
gage debt was discharged. 1 cannot say whether the total of this state-
ment is right or wreng. You may draw any inference you like. I

canmlyft. say anything about this statement unless I make enquiries
myself.

1898. C'hairmean : It you have any other. means of getting at the correct
figures will vou kindly make further enquiries and let us have  the
proper explanation of these figures i—Yes, 1 will

1807, Prof. Chablani: You have given us the average value of the
land aa follows:—

Re,
Nohw .. . . .- «+ 1,000 per acre,
Chahbi .. .. . . . lo00 ,,
Sailabi .. . e . 500,
Barami .. ‘.e e . - 800, .,

Will yau kindly tell us what these figures are based on I have
consulted my records. These rates are based on official records and'
cn the local enquiries made by me, but these rates are rather high.

1%48. Are these figures based on your summary enquiries only or de-

you think that these are the scinal sale values t-—These are based nporr
the sales as recorded in our booka,

iR39. Have vou taken the average of five years in working out these-
ficures 1—1 have gone through the records and I have taken the latest
fiyures. These figures reiate to the vear 1927-28 and I find that the
fgures for 1938-29 were also the same,

1900. These figures are then based on actual sales of the year 1927281

—You may take it like that I have consulted the official records as
well as the people of the daga.

1801. You eay that these were alao the figures for 1928-29 +—Roughly.

1902, Yéur values then are supported by the actual recorded sale:

values!—Yes, roughly. You may have noted that these rates are
rather high. .

1003. But you say that these are based on the actual salest—1 have
taken round figurea. If the amount is abave Rs. 50, I might have

taken it to be Ra. 100, but if you want the exact figurea, I shall
aupply the same,

1904. Will you also give us the correaponding figures at thie time of
the last settlement I—1 thick the Settlement Report contains some
remarks sbout this 1 will try to let you have these figures as well
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1903. You have estimated the mortgage money of the total area
under mortgage at 40 lakhs 7—But here the rates -given are based cn
‘rent. .

1906. In this estimate it appears yon bave taken into account only
‘morigages with possession; you eay there * the figures for 1928-29
‘show that 2,753 acres of land of which 2,601 acres are cultivated, were
mortgaged with possession’'!—Apart from the mortgages with

ossession there are mortgages without possession and accord-
ing to the figures that I have since received 1,321 acres are mortgaged
without possession for Rs. 11,47,395.

1907. Will you pass on these figures to me?—Yes, but in one case you
‘will find that 111 acres in the Khadar tract have been mortgaged
for Rs. 1,39,208, and that big item spoilt the average.

1908. The mortgages without possession are different fiom the mort-
gages with possession and yet you assume in your estimate that the
‘total area mortgaged is mortgaged with possession 1—No.

1909. Have you given us the total area under mortgage without
possession }-—~According to the figures the total existing area up to
'g:lte under mortgage without possession is 1,321 acres as detailed
‘below:—

Chahi’ .- .e .. . . 137 acres,
Chahi-Nahari .. . .- . 12,
Nahri . . . . . 25
Abi -s - s e Y 2 ]
Sailabi ae - . .a . M .
Baram e s ve .a s 901 ”»

"The mortgage money is Rs, 11,47,339; but the figures are given by
-circlea,

‘3910 But the Delhi Administration has not given us the figures for
mortgages without possession. Are theme figures not available there{ -
—They are available from the patwaris and not at the t-hsil or Saddar
. headquarters. _ .

1911, If yon turn to your Agures for redemptions of mortgages, these
redemptions obviously .refer to mortgages with possession; so the
fgures for redemption of mortgages without possession have to be
taken into account are different!—I have collected mortgage figures
Jor mortgages without possession and not for redemption momney of
‘mortgages without poasession,

1912. Surely redemptions are equally important if not more {—I thought
you only wanted to know how much land was mortgaged. Net mort-
gages and not gross,

1912a. Have you compared these figures with the settlement figures !1—
No. .

1913. If you take the settlement figures of the total existing mortgages
and add the annual morigages without possession and with possession
minus redemptions;, you will find thas the total very c¢ften does not
tully with the total existing mortgages given by you I--The total does
not tally because ‘we have not got the exact figures at headquarters
These figures are worked out quadrenially for only one-fourth of the
westates and thesse new figures are incorporated in the statistical
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rerords; so we cannot have the exact figures. I got the present infor-
mation from the patwari. This is more reliable and exact.

1914. Have the redemptions been taken into consideration when
~ working out these figures i—Yes.

1015. Your calculation is open to one other objection unless either the
land mortguged in 1928  was excepiionally geond or the land values
1928 were exceptionally higher 7—May be.

1016. I find that the mortgage value of land per acre in 1928 was
Ra, 108, while in previous years it was not even Rs. 501—Yes.

1617. Please turn to your memorandum again. There you have esti:
mated the debt at one crore of rupees and the total value of the Jand
an Ra. 11,72,81,800, and you consider these figures as appalling1—Yes.
1918, Now would you call the debt of & man living in urban areas
“gppalling” if he owns a property worth Rs. 22,000 and has a debt of
only Ra. 8.0007—This needs an explanation. I call these figurea
appalling with reference to the resources of the agriculturists and also
in regard to the seasonal fluctuations. For iustance, during the last
four harvest zamindars have not got anything to =pare.

1919. I am not just now concerned with all that. I am only asking-
you this plain and simple question. If a man living in & city had
properties worth Rs. 22,000 and owed a debt of Ra. 2,000, would you
consider h1 condition as “‘appalling’” #—I cannot say ‘yes' or ‘no’ to.
that question. 1 say, if other things are normal then it cannot be
considered appalling. .

1920, Ordinarily, you know in the business world a man's position
financially is judged by his property t—Yes.

1931, If an agriculturist of the average status explained wishes to get
vid of his debt he has only to sell off 1/11th of his property and the
whole debt will be wiped out. s that not so ¥—That is true but if he

goes on doing like this in about 20 years he will have to part with his
whols land.

1028. If he wants to get rid of his total existing debt he has only to
sell less than a tithe of his land and be freed from his debt }—Yes.~
1923, If therefore he aticks to his land in spite of all fiuctuations in his
v‘s,nnual income from it, it must be a business proposition for himi—
oy ,
1934. Under the title ‘‘canclusions” in your writtan memorandum you
say “‘Roughly the total value of the whole of the rural area amourts
10 about 12 crores of rupees. The total debt for this area amounts to
about one crore of rupees and the annual value to about 50 lakhs of
rupees”’. What do you mean by the expression “annual value’’t Do
You mean ‘he grosa yield or the net yield I—It includes the landlord’s

share az well as the Government's share. In fact it is twice the rent
and nothing more.

1925, What about the tenant’s sh
his own share to himself,

1936. Accarding to you the grees yield of the land, including the cost
of labour and other working expenses, is 4 per cent. t—I hope you have
worked out the percentage from the figures that I have given you.

1637; .And 8o only & per coent wili remain as the cultivating tenant’s
share as his remuneration and cost of cultivation +—I think so.

1033, And the land-lord will get only 2 per cent. interest on his inveat-
ment +—Yea,

Yor. Iv

aré then 1—When he pays rent he kesps

‘b
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1929, Considering the state of _the agricaltarists do you consider

whether such an investment is profitable for land-lords?—] have aiready

explained that this District entirely depends on rains.

1830. Whatever the reasons may be, would you as a business man

approve of an imvestment which yields only 2 per cept. interret when

the Government of India gives you 6 per ecent. on their loans /—But it

is a permanent investment.

1931. But you agree that if the money is invested in Government secur-

ities it will rield permanently a return 3 times more '—But that cannot

be helped.

1932, Don’t you consider that an investment habit that gives people

only 2 per cent. Interest when the market yields 6} per cent. is un-eco-

nomic and undesirable in the interesta of the country 7—You can eall

it un-economie but it is not undesirable. As explained in Chapter 2 of

the Ponjab Land Administration Manual, paragraph 7, Government

has s political advantage (W itness began to remd the purhion com-

crrred).

1933 I am rot discussing the political advantage or otherwise. I am

talking only of ceonomie advantage -

1934. Chairman : What Professor Chablani wants to know is whether it

iz economically undesirable ?—I agree it is economically unsound.

1935, Prof. Chablani: You say in answer to question I “‘this is a dis-

trict of small holdings and the number of persons owning more thans 100

icreseach is small’’. 1Is it not possible for you to give exact figuers 1—
o

1938. You can’t even give us a rough idea -1 can’t give any rough

estimate. If necessary I ean find out details.

1937. Waa it not done at ihe last setilement 1—No.

1938. Later on you say “l would take the following arcas as forming

economie holdings for families of 5 or 6 members: madr; 13 acres and

barams 25 acres” . —Yes

1939. For a family of 5 or 6 members you consider 12 acres of nahri

land to be an economic holding +—Yea

1940. Aecording to you this means a renta] of Ra 300 and a gross yield

of Rz 6001—Yes.

1941. What will be the land revenve on 12 acres of makri land 1t will

be about Ra 40 to Rs. 50

1942 Therefore Rs. 600 muimus Rs. 40 will make it Rs 550 and this

amount you consider as sofbeient for a family consisting of 5 or &

members +—Yes,

1943 Then you consider 12 acres as safficient in the case of s proprie-

tory holding 1—Yes.

1944 In case he does not cultivate the Jand himself but gives it to »

tenant for cultivation it must be 34 scres of min land, is it pot 1—Yea

1945. But in the case of borowni land the yield according to you will be
only about Ra 250 and that being so how woald Ra. 250 minws land
revenue suffice for that family eonsisting of 5 or 8 members 1—VYakrs
land yields income every year but barens land does mot yield incowe
EVETY Yyear.

1546, So it means either that rent is not the true index of the income of
the land or that 25 acres of baromi land is not an ecovomic bolding 4—
I should think 25 acves of bareni land is encugh

Bakhd{ Pindi Das.
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1947. L. Bul Kishen: Don’t yon think in the case of baraai land a
minimum economic holding should be 50 acres instead of 25 acres if 12
acres of rahrs land is an economic holding t—In the case of na/ri land
the peasant cultivator has to spend more than in barani areas.

1948, Prof. Chablani: May I put it to you that your two suggestions
vare inconsistent? In the case of 12 acres of nahri land his net yield is
Rs. 560 minus the cost of cultivation 1—Yes,

1949. But if he cultivates baran; land then he must also get Ra. 560 to
niaintain s normal family +—Y¥es. I have accepted the theory of the
Se.tt.lementdOiﬁcer that the income from maAni land is double that of
barand land.

1950. Chairman: Don’t 'you think that you have estimated rather
generously in the case of mahri land in your estimate of an economic
holding !—At each harvest time incidence of land revenue per acre is
worked out and in doing 50 nakss is reduced to barand by multiplying
it by two. :

1981. Prof. Chablani: What 1 am suggesting to you is that if the figures
of economic holding of makri land’ is 12 acres it cannot be 25 acres for
barans land if your figures for rent and gross yield are correct 1—1 can
only explain to you how we have arrived at this estimate.

1952. Chairman: Will you kindly enquire further into the matter and
let us have your considered views in regard to this matter of an econo-
mic bolding for aehri and darani land t—I shall endeavour to do so.

1983, Prof. Chablani: Considering the vicissitudes of rainfall one acre

of barans land will on an average yield only as much as half an acre of
nahrs land —Yea,

1064. Therefore in determining the average yield of barani land you

should not take the produce of a good r of barani land as your
basis +-No, e e

19538. In order to find out the sizse of ah economic holding you will bhave
to multiply your figures of 25 acres barani land by . multiple that
makes proper allowance for failure in some yearst—Yes

1906. So then the figzure for an economic holding of barans land should
be much more !—1 agree, but I have not worked out the figures on that

1887. The object of the Land Alienation Act is that the land should
remain in the hands of the agricultura] tribes t—Yes.

1838, Then so far as the Delhi Provincee is concerned nothing more can
be done. Because even according to you out of a total of 20,389 acres
of cultivated land under mortgage only 2,862 acres have been mortgaged

to von-agriculturists out of which only 2,549 acres are cultivated by
them ~Yeu. :

1988, So including Shahdara, practically the whole land is with the
agriculturists t—Yes.

1960. And =0 far as the object of the Land Alicnation Act is concerned
which is against the transfer of land to the non-agricuiturists, the
object has been completely accomplished here I—Yes.

1961. One of the hopes raised by the paming of the Land Alienation Act

was that an sgriculturist will pot borrow more than his resources. Is
it not 80 t—-That was not the idea.

1982, 1f one of the objects of the Land Alienation Act was to restriet
borrowing of the agriculturists beyond their capacity, that hope has not
been reaiised +—No extent or limit to the borrowing hy agriculturists is
mentioned in the Act.

YOti. IY L2
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1963. Has that hope been fulfilled since the Land Alienation Act was
passed? Why not —Had the Act not been in force the agriculturist
would have borrowed more.

1964. I want to know what the actual facts have been and not what they
might have been —I cannot say about oue without the other.

1965. Has the extent of the agriculturisis’ borrowing become less than

what it was before the passing of the Land Alienation Act i—How can
I say that?.

1966. Even with the existing restrictions as imposed by the Punjab
Land Alicnation Act has the agriculturist beem able to save himself
from the heavy burden of debt?—Yes, t0 a great extent.

- 1967. How —You may draw your own conclusions. I have given you

the figures,

1968. You yourself admit that his debt is beyond his income. If the
repayment of his debt is beyond his income you cannot say that the
Land Alienation Act has saved him from that position +—I1 might say
it has saved the agriculturist to a great extent.

(The ezamination of the witness was noi concluded when the

Committee rosc for the day. The witness was further ezamined on
the 27th February 1930.)

Bakhshs Pindy Das.
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Thursday, the 27th February 1930.
NEW DELHL

PresEnT. - Al

Khan Bahadun Diwan Aspur Hamip, T.LE., O.B.E., (Chairman).
Professor H. L. CHABLANY, MLA. I Rai Sahib Kanwar Motz LaL.
Lala BaL KisaEN. - Lala Sart Ram (Co-opled Member.)

Mr. V. B. MarsaLri, (Secretary).

BAKHSHI PINDI DAS, B.A., P.C.S., Revenue Extra Assistant
Commissioner, Delhi,

Oral Evidence—conciuded,

1089, Witness: ] would like to explain the point raised by Professor
Chablani yesterday as to what should be considered an economic hold-
ing in the case of nakrs land and what in the case of bareni land. On
page 17 of gppendices to the last Settlement Report it is clearly stated
a8 follows:—''The produce estimates prepared for the assessment re
ports show that the cash rate per acre of crops (of owners rent or the
Government share) is as a rule almost exacily double on irrigated lanc
of what it is on un-irrigated. For the Fur,poses of these columns there
fure the irrigated area crop is multiplied by 2 and added to the un
irvigated area and the total iz divided into the demand to obtain the
barang unit crop pata.’

1970. Prof. Chablani: What I wanted to get at was whether the caloula
tions made in the preparation of statistics in the Settlemeni Repon
were correct —You may draw your own conclusions but I have placed
before you facts as they are. & statements are based on the Settle
ment Officer’s report and from other local enquiriea

1871, Chairman: Then may we take it that you have verified thes
figures from your personal enquiries !—Yes. '

1978. Lala Shri Ram: Mr. Pindi Das, you must be definite in what
ever you say. LEither you must take the responsibility on yourself for
all that you say and the figures that you give uas or you must absolv
yourself frcm all personal responsibility *—I am saying everything
definitely from my own personal enquiries, I think 12 acres of irn
gated (nahri) land and 25 acres of unirrigated (barani) land would b
enough for an economise hoiding.

1973. Prof. Chablani : Have you enquired and found out what the ne
Yield of 13 acres of mahri land and 25 acres of baruns land is1—I hav
not made any personal enquiries,

1974. So your statement in based on general impressions and not base
on definite enquiries or information —That is based on the Settlemer
Officer's report,

1975. But then you have given us two sets of figures in your ow

memorandum. Which of them are we to take as correct!—I hax
already explained my position.

1878, In answer to question 1 you say “At times memendars mortgay
their land to pay off old debts, Ornaments and other such like artick
are pawned generally in times of distress when money cannot be ha
even on the security of land."” This means that the security of land
considered less than that of ornaments, is it not +-That only sho
that money iz more readily available an the security of ornaments.
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1977. Which means that the security of land is considered of less im-
portance than that of ornaments 7—Yes. )

1978. And you agree that anything that weakens that security of the
land must be considered to be an evil from the point of view of agricul-
turists I—I will eall it-only misfortune,

1979. Why do you call it a misfortufie 7—If it is misfortune it is one
that can be prevented by a change in the public policy of Government.
Anything that weakens the gecurity of the agriculturist owner of
land and drives him to borrow on ornaments is undesirable 7—Yes,

ly981. Anything that restricts the market of anything lowers its value 1--
es. :

1982. Restricting the market for land under the Land Alienation Act
will therefore lower the value of the security of land I—Yes.

1983. Dealing with the condition of the zamindars yon have detailed
~their present miserable lot and say that they have no voeation to fall
back upon in times of scarcity, cannot resist temptation of taking Joans
on occasions of marriage, deaths, etc., and have no means to repay
the debt except from the produce of their land which can hardly
suffice to keep them going. And you add. *“He is loath to work vs &
labourer on works not agricultural, and would rather resort to bor-
row money than try to find some industry to support him 7—Yes.

1984. May I ask whether it is in the public interests or in the interests
of the community as a whole that such men of this character should be
saved from the comsequences of economic pressure{—Certainly they
should be freed from distress.

1985. How will you do it 71 think their character should be improved.
1936. Any law that tends to keep them on land or stick to land increases
their aversion to work as labourer on work not agricultural #—That
depends on education.

1987. Apart from the fact that such legizlation increases their disincli-
nation to change their vocation to an industrial pursuit, does it not aleo
encourage tendency to reckless borrowing because whatever be their

‘extravagance their land cannot be touched ;(—But that is due to ili-
-teracy, and if the causes for the present illiteracy are removed then
he will improve.

1988. Which surely does not mean that there should be direct encourage-
ment from the State to himi to stick to his present tendencies i—But.
that is the policy of the Government.

1989. If such a poliey is adopted as would, instead of forcing these
people to give up these ways, encourage them to persist in these ways

- that would be an undesirable feature?!—I don’t say that anybody
should encourage these tendencies,

.1990. You say that: “Takavi is freely resorted to nnd is freely given'.
If that is so why should people borrow freely from co-operative societies
and mahajans 7—I think I have already answered that question in my
memorandum. Taekariis only given for agricultural improvements &nd
not for unproductive purposes such as marriage and other social events
and that is the reason why the agriculturists go to other sources for
their needs. -

1991. You know Government gives fakavi under the Land Improvemert
Loans Act and the Agricnlturists Loans Act ?—Yes.

1992. Then for the purposes for which Takari is given by Government
there should be no need for the agriculturist to approach any other
agency for his loan requirementsi—I agree.

Bakhshy Pindt Dus,
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1803. Then how is it that the co-operative socioties give the bulk of
their loans for these very purposes i—I have po’ information on that.
I have not studied that question.

1984. On whal is your opinion based when you say that the fakavi loans
are freely borrowed 1—Agriculturists are anxious to get loans from
~Government.

1996, Are the figures given out as takavi substantial on the basis of your
estimate 7—I have given the figures in answer to question 13.

1098. You think, compared to the needs of agriculture for la.rigi improve-
ment and agriculturists’ loans, the figures you have supplied us are
substantial §—I should think so. ‘

1997. You have told us that “In times of drought the Kohi and the
Dabar tracts suffer most. The people of the latter circle have no voca-
tion to fall back upon in times of distress” and you say that suspen-
sions of land revenue are made I—Yes, :

1988, If the condition of the agriculturist is 80 bad that in nearly 7 out
of 10 yeors there jia dnought and revenue has to be suspended don’t you
think that no facilities of credit however great can possibly prove
sufficient for such people i—1 agree.

1986, Their problem or distress is mostly due to failure of rains
and persistont failure of monsoon {—Yes,

2000. Until these economic conditions are improved there can be no
.security on which banks can advance mdney to such people1—The
ascurity of laand is thove, :

'9001. Can any amount of credit facilities prove a remedy for such A
state of affairs 1—Borrowing without earning is no remedy.

‘2002, Then one possible remedy would be ta produce such a condition of
affaira that will increass the productivity of land i—Yes.

2003. The smaller the holdings are the less the possibility of inereasing
the productivity of land I—That depends upon circnmstances.

2004. I am putting 10 you a general proposition I—I agree.

2003. One possible wuy to wet out of the difficuity is that the lands
might be sold to people who have ot capital enough to have s block:

of land iu one place i-—Yes, other things being equal, I am in favour of
that idea. .

2008. And anything that brings capital and brains to be investsd on
!andds‘_ltl_l increase the productivity of land t—Yes with skilled iabour
n a mnon.

2007. My question dare not deal with labour at all. Don’t you think
that skilled labour will be always available when there is no dearth of
capital t—Yes, it will be available.

2008, You have suggested that if possible ‘“‘Government should provide
tube wells at their own expense and charge water rate as is dowe in the
ease of nohri arens’”. Hns an estimate ever heen made whether these
weliz could be extended to the different parts of the Provinee und
what the cost for the Delhi Province would be I—No such cstimate haa
been arrived at. But since the Deputy Commissioner read my memo-
randnm he has started making enqguiries into the matter.

2008. You have not yet obtained the opinion of an agricultural expert
with vegard to the extension of tube wells in this Province !—Na, but
experts are exatuining the question now.

2010. So far as mortgages are concerned you are of opinion “thag 20

yoars' rule should be fixed for all whether agriculturists or not. . It may
bave, you say, adverse effect on the security of barani lands, but I think
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the agriculturists will gain more than what they will lose” Don’t you
think that by doing this you will be reducing still further the eredit
of the agriculturist 7—I don’t think it will reduce his credit to any
appreciable extent. ‘

2011. Will you not be depriving the agriculturist of his best customer
for these mortgages with possession for more than 20 years, whicly
naturally means that he will get less loan than he wants or gzets at
presint !—These people are not willing to part with their land perma-
ently. . o
2012. So you want to pull down the agriculturist and non-agricultur-
ist creditors to the same level merely on the ground of justice snd
welfare of the agriculturist borrower !—Yes.

2013. Which means that the mortgage money will be reduced and thie
rate of interest will be enhanced 1—It may be.

2014. Then would you limit these restrictions to an economic holding or
to more {han that ?—It can be both ways.

2015. But if you wish to consider an individual's welfare alohg with the
welfare of other people then is there any justification for these restric-
tions on the alienations of holdings which are more than an economic
hoiding 9—I should say there is no justification .whatever.

2016. Lala Bal Kishen: You have given us interesting figures of the
land revenue of the area mortgaged with the total land revenue by
assessment circles and you have worked out the percentage of mortgage.
debt with the land revenue of each ecircle. They vary roughly between
7-5 and 13.5 per cent. What are the reasons for this great difference?
Is it due to the character of the mortgagor or different localitiesi—.
Ordinary zamindars depend entirely on agriculture but in the case of
an agriculturist they do manual labour also.

2017. I want to know whether it has anything to do with the credit and
the habit of the persons. In some cases it is 7 per cent. while in others
it is 13 per cent. ?—1 quoted these figures just to show whether the.
amounts of mortgage vary with the classes of people.

2018. Have you any reasons to give for such a variation 7--I have made
no personal enquiries about that.

2019. May I know what your experience is about recovery of takavi
loans and suspensions of Jand revenue? Do you find any difficulty in
realising takavi?—Sometimes we have failed to recover owing to
sucecessive failure of crops.

2020. Otherwise people are honest and pay up their dues without official
pressure #—Yes. Periods within which takav: should be repaid are
fixed at the time of issue of advances. (Generally there is not much
difficulty in recovering them except in times of distress.

2021. You say: ““Social rules can do muchk in checking unproductive
debts, but the most important steps to make the zamindar change the
present customs and ideas seems to me to be the starting of propaganda
work.” What sort of propaganda have you in view I—1 have suggested
that there should be combined effort on the part of both officials and
non-officials. .-

2022. You are not in favour of any social legisiation on this matter $—
No, ’

2023. You say that the majority of Mohammadan Gt:lmiudarc are more
in debt than their Hindu brethren. Is there any special reason for itt—
1 don’t know the reasons for that state of affairs. I have not made any
detailed enquiries.

Bakhshi Pindi Das,
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9024. Your conversation shows that more credit facilities are required
in the Muhammadan area{—No¢; they have got credit facilities and
therefore they are more in debt: I think this may be due to their
habits. They are not so thrifty as others

2025. Chatrman: We shall know more definitely from the result of the
enguiry which the gentleman has promised to make.

2026, L. Bal Kishen: Has it come to your experience that any big
amount was borrowed by the zamindars from the Imperial Bank by
pledging their ornaments 1—1 don't know,

9027, la it well known in rural areas that the Imperial Bank is advanc-
ing loans now-a-days on the security of ornaments {—I think that it is:
not so well known.

2028. Is it your experience that the rate of interest mostly depends
upon the security I—Ax a matter of fact it is a question of supply and
demand. If there are more people to ask for loans, the rate.of interest
will be high.

2029. When you say that the rate of interest is high because it is a
question »f supply and demand, it means that the supply of eapital is
lees in the rural areas I—Why less in rural areas; you have put a gene-
ral question and 1 have answered you in general terms.

2030. When I put the question “'does the rate of interest depend upomns
security’’, you say ‘‘No, it depends upon the question of supply and
.demand'’, this means that money is less there I—I did not say that.

2031, If the money in less, then the rate of interest would be high —1I
don't follow your question.

9032, Does the rate of interest, which th: borrowers have to pay in
villages, depend upon the security +—My answer is that it depends upons
the question of supply and demand.

2033, If the onpital is lees, the rate of interest will be high —Yes.
2034. Therefore in your opinion the capital is less in villages —Why-
in capital less in villagea,

2038, You have said at one place that if the supply of money is less, the
rate will be high. Now it naturally follows that if the capital or the
amount. to be lent was plentiful in the villages, the rate of interest
would be low 1—Yes; but I have not said that the rate of interest will

be high, while>you presume that I have said that the rate of interest.
will be high. .

2038. 1 don’t presums, but it follows from what you sty. Don’t you
think that Rs. 2 per cent. per memsewm or 24 per cent. per annum is
high !—Yea, it is very high.

2037. Because it ia high, therefore you congider that there is dearth of
capital in the villages +—I don’t thiok se.

2088, L, SAri’ Ram : Either 24 per cent. per annum is high or it i» not T
—It in bhigh.

2039. As a reason for thia high rate of interest you have given ahortage:
of supply, which means mothing eise than shortage of eapital 1—I quite:
follow the question. Well, theoretically it comes to that.

M40 L. Bal Kishen: We are concerned with actual facta and not with
theorica I have givea a theoretical reply.

3041, Chairman: If you bave not thought over this guestion, oan
say 30 }—1 have not thought over this question, e



2043. L. Bnl Kishen: The rate of interest depends upon security only
or not ?-—It is one of the elements.

2043. Not one of the elements, but the most important element 1—Yes,
1t 1s.

2044. You have estimated the debt due by the agriculturists at one crore
and that is rather lrigh. As debt and credit have great rclations, it
means that there is too much credif in the villages, hecause the debt is
so high #—I think it is a guestion of compulsion rather; I mean the
agriculturists have been obliged to borrow this debt at high rates during
times of scarcity; this debt has not been incurred for investment pur-
poscs.

2045. What I want to know is that this high amount of debt of the agr1-
culturists is due to too much credit they enjoy in the villagrs: there
cannot he debt wihout credit 7—In times of distress it is not so easily
-obtainabie. :

2046. We are not dealing with times of distress, but we have taken the
whole amount just as it at present stands. According to the fignres
worked out by you it is one crore. This is a very high amount for such
& class of people, and this means that there is too much e¢redit in the
villages ?--I dor’t think there is too much credit in the villages.

"2047. Surely there is too much credit, when people are getting money
-easily and people advance money without any thought of its repayment?
:—They advance against the security of crops. :

2048. But where is the security if the crops fail 7—They depend upen
-chances.

2049. 1f anybody gives the loan and the debt is not i1cpaid, what is
the value of the security —There is no¢ value of the security.

2050, Debts can be repaid when they have gol money but when they
have not got any money how is the deht to be repaid I—They anticipate
that the crops will be there.

2051. A shrewd business man will never anticipate things; he goes on
facts ]—The banias advance against crops, but [ don’t know whether
they are shrewd or not.

2052 That is what I say that they are pot shrewd and advance Ilbans
recklessly 7—1 am not in a position to answer that question. I have
not made any enquiries regarding that.

-2053. Kanwar Motilal: How do you know that the agriculturists now
don’t go to the bania for purposes of borrowing!—] came to know
of it in the course of my enquiries. Banias also told me so.

2054. How do the agriculturistas who are not members of the co-operative
societies, obtain loans 7—They obtain loans from the banins. 1 may tell
you that in each village the banias have got their regular castom-rs,
who borrow from them, but the banias are not getting new clients now.

2055. I am asking about the credit facilities available to an agriculturist
who is not a member of any co-operative society I—1n the first place
there is not a single agriculturist who may not have been indebted to &
bania, and secondly, I am quite new to this District and 1 don’t know
the local conditions thoroughly. r

2056. Supposing an agriculturist is indebted to the Government on
account of takari advance, to the co-operative society and to the hania
_respectiveiy, who will have precedence in the matter of recovery accord-
ing to the rules I~Everybody would trr o take the first opportunity.

Balkhdh: Findi Das.
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2057. Who is entitled to make the recovery according to the rules laid
down by Government I—Government bas the precedence. \
2058. You mean to say that Government bave the right to recover
before the other two; then the co-operative society and then the money-
lender i—- Yes, but nobody prohibits the moneylender from recovering
his debt, .
2060, If the moneylender ceases to do moneylending in the villages, can
the agriculturists carry on without him i—It would be a hard task
for them. : _

{The witness withdrew).

MR. BAHADUR SINGH, Member, District Board, Delhi.

{(Free Translation from Urdu)
Rop a3 to ths quostonnalres.
2060. | Welt
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2081, In villages the rate of interest charged by money-lenders on loans
advanced in cash ov in kind, ranges between 12 to 18 per cent. per
annum. The rate of interest charged by bansas is between 18 to 24
per cent. per annum. The loans advanced against ornaments also
carry this vate of interest. The debt borrawed agawnst the hypothe-
<ativn of land conrries interest at the rate of 9 to 12 per cent. per
annum. Both the agriculturist moneylender and the non-agriculturist
moneylender settle up aecounts every year and recover, at any rate,
the amount of intercst. In the event of 1.on-recovery the interest. is
added to the principal. ln the case of both kinds of transactions the
ank process is adopted in calculating interest. To multiply the prin-
,cipal by the period is called the onk process. Thereafter interest
is ealculated on the enk: according to the agreed rate of interest
Ths is the correct and proper procedure, ard in this way the correct
fgure is arvived at. In the case of non agriculturist mcneylender the
mujor portion of the debt consists of loans sdvanced in kind on which
rates higher than the market rate are charged. The third party having
‘money dealinge in the villages ia the co-operative society, Usually it
charges interest at the rate of 12} per cent. per annum. For purposes
« of the recovery of interest, 0-1-0 per rupee is char half-yearly. Out
of the interest charged 8 per cent. is remitted to the Central Co-apera-
tive Bank nunually, and the remaining 3% per cent. is credited to the
soeioty every year. As this sum belongs to the society, no member takes
any notiee of it and consequently no benefit is derived from this amount.

- 9082, The raovery of debt in kind is considered more pro-
" ftable both by the agricuiturist and the non-agriculturist moneylender.
Consequent!y .dehts are  recovered more in kind, but debts
are recovered in cash as well. ' The non-agriculturist moneyitender is
. often prudent epough to purchase the catile of the dehtors #t a lower
rate and sell them to other borrowers at a higher than the actual price.
"The agricilturist moneylender, on the other hand, purchases, only such
cattlo of the debtors at lower thar: the actual price, as he considers

z
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useful. Both kinds of‘moneylenders purchase produce from the debt-
ors at lower than the market rate. Tho co-operative society realises
its debts in cash and the poor agriculturist has to sell his grain, etc.,
at & cheaper rate, feeling the pinch of necessity.

2083. The present system requires some amendment. The agriculturist
moneylenders take ;undue advantage of the simplicity of the debtor,
and contrive to accumulate the debt to such an extent that the debtor
is forced to sell his lend. The measures adopted by the Government
tc¢ save the agriculturists’ land from the non-agriculturist moneylender
should be enforced against the agriculturist money-lender as well.
Most of the debts are expended on wasteful purposes, but different
entries are made in the account books. When advancing loans, the need
and the purpose are not considered, but only the solvency of the
borrower. The chief defect in the dealings of the co-operative societies.
is that the staff fails to advance the loan according to the needs of the
borrower at the proper time, and the loan proves harmful to him.
These societies are not properly managed-and - very often loans are
advanced irrespective of any need therefor.

2084. 4—5. The land is very seldom sold for the realization of the debt.
It is mortgaged, but not sold. However in some cases it is mortgaged
for such heavy sums that it practically amounts to a sale. Certain
clans of the agriculturists are surely becoming non-occupancy tenantse.

2065. 6. In the ease of those agricultural clans, who in aecordance with
their custom and usage sell their lands and then cultivate the land in
the capacity of tenants, both the quantity of the produce and the
quality of the land is reduced. In order to safeguard against this
eventuality it is necessary that both the agriculturist and the non-
‘agriculturist moneylender should be stopped by law from taking undue
advantage of their influence.

2066. 7. Personal service is extracted from the borrower by the lender
only when the Borrower belongs to the labouring class. Buch service
ie not taken in lieu of interest, but separate accounts of the monthly
labour and interest are kept.

2087. 9. The provisions of the Usurious Loans Act are very rarely avail-
od of, because in cages when the application of ite provisions is of abso-
lute neceseity, it is ignored altogether., This enactment can prove
useful for. declaring heavy rates of interest as invalid, such money.
Jenders being made liable to severe penalty. Certain gelected oflicers n
each teksil should be empowered to bring to light the cases involving
heavy amounts of interest, and should report such cases to higher
authorities. The higher authorities (dealing with such cases) should
be such as are fally acquainted with the circumstances of the tlagas
from which such cases are sent to them for disposal

*
2668. 10. It is absolutely necessary to enact a legislation for the reguls-
tion of accounts, especially in the case of non-agriculturist money-
lenders The moneylender should supply details of the whole loan
nccount which have been attested by the signature or thumb mark of
the borrower, and He shonld clearly explain the whole account to the
-borrower at the time of affixing his thumb mark or signature to the
balance struck by him If the borrower is illiterate or is unable to
follow the account, the moneylender should explain the sccount to
some relation of the borrower and make a note in the account book
to the 'effect that he has explained the details of the account
to such and such’' s person. Compulsory education is of abso-
lute necessity, so that every man may be able to understand accounts.

e

My, Bakadur Singh.
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2069, 11, There are no panchayats registered (under the Co-operative
Bocieties Act). However, private punchayats at some places give their
awards, which are not effective because they are not always impartial.

2079, 12. Clauses (a), (b) and (c) are seldom kept in view. The finance
obtained for all sorts of needs carries a uniform rate of interest and
is for a uniform period. The loans advanced by the co-operative.
society have got different periods of currency but the society cannol
meet; all the demands of the people and the borrowers are obliged to
go to the moneylenders. The co-operative Bocieties have not succeeded
to any appreciable extent in advancing loans against the security of
land, nor is there any likelihood of it.

2071. Small cultivator.—He has got some land of his own and also cult1-
viies some belonging to other people. He is extremely laborious. His
wife and children also work in the furms. He spends very little on
social ceremonies. He has to pay off a small amount of debt. His
food and clothing are quite simple, and he dces not indulge in litiga-
tion. He is unable to spend auything on education. He also makes
somo income from the sale of butter and milk and by plying a cart
1le also adds to his income by the sale of tame cattle every year.

‘2078, Owner-Cultivator.—~He is laborious, but not to the aame extent as
the amall cultivator. He spends more on social functions. He has &
large amount of debt outstanding and iz practically suld off Lo the
moneylender. He is unable to spend on education, but he spends much
.on marriages, eto., by contracting debts. He indulges in htigation as
well. His food and clothing are comparatively better,

2073. Owner of 100 acres of land and big landlord.—He gets most of the
farm work from labourers and spends a lot over social ceremonies,
Tourriages, ow. His womanfolk do not work on the farms. In some
wages the debt is so enormous that there is no hope of its liquidation.
He also incurs a lot of litigation charges. Very citen the children are
deprived of education on aocount of child marriages. The offspring
are generally weakings, sickly and in most cases had characters. They
have got several women in their private quarters.They spend a loi

over cattle, but do not take any work frram them. The average pro-
duce of the land is lesa,

2074. The amall cultivator pays to the landowner at the rate of Ra. 29
pur acre every vear or for the two harvests. He cultivates the land on
getting balf the batai (produce) also; and sometimes on getting two-
thirds of the batai himself and paying one-third to the owner of the
land. Half batai means that baif of the produce goes to the cultivator
and haif to the owner of the land: but the produce is less wherever the
batas system is in foroe and on an average the owner of the land gets

ths same quantity, because the cultivator does not give anything to
-the owner 1n famine days.

£078. The rate of interest charged to persons of good credit is from 1%
$o 18 per cent. per annum. The amall agriculturists and labourers are
charged interest at the rate of 15 to S4¢ per cent. per snnum. Loana
are generally advanced far a year or so. No term is however fixed. .
Generally the loans are advanced without any specific pledge. Those
who have lost their credit are advanced loans againat the security of
ornaments In such cases the rate of interest charged is from 13 to
18 per cent. per annum. No loan ia advanced against the security
of standing corps. The moneylender advances the loan baving regand
to all these poinis. . The rate of interest is not hich. The rate of
interest charged to loans in cash or in kind is the same.
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2078. Clauses (a), (b) and (c) of the latter portion of Question 19.—The
Imperial Bank, or the joint stock bank, have not helped the agrienl-
turist financially, to an appreciable extent. Only the Covernment
distributes takavi in times of famine nothing more. The local banks
also do not work in this direction nor does the trader or business man,
Only the co-operative bank, the agriculturizt moneyiender and non-
agriculturist moneylender advance loans, and these are the only three
agencies fromr which loanz can be had. No regard is had to the pur-
pose for which the loan is advanced. That is to say, there is a uniform
rate of interest and period for all kinds of Icans. Ninety per cent. of
the money dealings are in the hande of the agriculturist and non-
agriculturist moneylenders and only 10 per cent. are in the hands of
the co-operative bank.

2a77. 13. The agriculturist cannot obtain takavi easily nor does he con-
sider it up to his position to obtain such loan. The difficulty in obtain-
ing this kind of loan is due to the fact that it depends upon the recom-
mendation of the Revenue Assistant. This officer has neither the time
to attend to this work nor can he fully appreciate the needs of the agri-
culturists. In order to obtain this kind of loan the agriculturist has
frequently to go to the patwari and the tehsildar and incurs a consi-
derable expense aver these visits. The Government does not advance
lvans sufficient to meet all the needs of the agriculturists under this
head. The higher Government officials cannot fully realize all the
needs of the agricultorists. The method of recovery is also very bad.
The system is very good but the present practice requires good many
modifications. The duty of distributing this loan should be entrusted
to the agriculturists, and if this work is taken up by the big sensible
landlords, it would prove very beneficial to the agriculturista. If
the agriculturista are not intelligent enough to work this scheme, 1t
should be entrusted to the co-operative bank and its stafl, and the
co-operative banks can recover the loan along with its own outstanding-
debta. This method would eave the agriculturists from extravagant
hsbite and they wounld be able to obtamn lcans easily, and then they
wonld not consider it beneath their dignity to borrow this kind of
loan. The registered panchayats are the best agencies to do this sort
. of business and to begefit the agriculturists in the villages. Such
panchayats should be established and all such works should be en-
trusted to them _

2078. 14. It takes a long time to obtain loans from Government as well
as from co-operative sdcieties and the loans also are not granted for
the amount required. Consequently these loans when granted, are-
not employed in the right direction and tberefore full advantage is
not- taken thereof. Both the agencies often employ strict measures
in making recoverieg, and the agriculturista have to borrow from the
moneylenders to make payments They ean obtain loans easily from
the moneylenders and consequently have to incur less expenses and the
ultimate result is that the debt increases in volume. 3o far, no scheme
of advancing loans for productive purposes has been chalked out TUsu-
rious rates of interest and the illegitimatr ways employed by money-
lenders should be legally put a stop to and the co-operative bank’s
duties and the Government’s work of distribution of fakari should be
entrusted to registered panchayats in villages

2079. The co-operative societies are not working properly and the agri-
culturists think it beneath their dignity to become members of the
co-operative societies. People of good position and good education
do not join these societies. . : .

Mr. Bakadur Singh.
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9080.-16. So far no satisfactory process of advancing loans for productive

urposes- has been introduced. There are several ways of obtaining
mes, but they are not employed for improving productivity of land,
The grants made by the Government in the shape of takavi have nat
helped agriculture to any appreciable extent. The co-operative banka
have not worked to any appreciable extent in this direction.

2081. 18 In order to meet all needs of agriculturists, an advance of
Rs. 500 on an average per plough would be sufficient. The resultant
tigure obtained by multiplying Rs. 600 oy the number of ploughs in eack
village should be entrusted to selected registered panchayats of the
particular village in order io improve agriculture and to meet all the-
necessary demands of the agriculturists, An advance of Rs, 50,000
would be suflicient for a village containing 100 ploughs. Out of thia
amount Rs, 40,000 should be advanced for the purchase of land and
for the improvement of agriculture for a long term and at & cheap-
rate of interest, and the remaining Rs. 10,000 would be sufficient to
meet all tha nceds of most of the agriculturists,

2082. 1T. Delhi, Najafgarh, Bahadargarh and Narela are the marketing
centrea.

2053. 18. Generally the small village shopkeepers purchase grain from
the agriculturists, when the crop is ready and sell it in the markets at
favourable rates. Those agriculturists who bring their produce to the
market have to pay something on account of ocommission, dharmada
(charity), watchman, waterman and the sweeper. The banks n this
ilaga do not take any part in the sale of produce, and the sakukars
and traders purchase it, and subsequently sell it off at favourable rates.
There is unity amongst the traders and they fix up a definite sum to
be &a.id as commission ete, The agriculturists do not get the full price
of their goods. The village bania sells the goods at & much better price
than the agriculturist partly because the bania is more clever than the
apricuiturist and partly because of the unity amongst the  traders.
Thia method requires improvement, However the co-operative
department atafl has proved that at present the agriculturists are not
suffictently educated to think of a new and improved method. Com-
puleory education should be introeduced in order to improve the condi-
tion of the people and to save them from losa,

2084, 19, The agriculturist stores the produce in his house, but very
often he ia obliged to sell it off. At the time of the produce the rate is
generally cheap, and the agriculturist knows that after some months
the rate would go high, but he is oblized tc sell away the produce on
account of his personal expenses und to liquidate his debta, The loan
iy not advanced on the security of the produce in villages. However:
the village moneylender advances loans in the expectation that the
agriculturiat will sell off his produce and liquidate his debt. As
against Re. 100 worth of produce the agriculturist can raise a loan
of Ra. 73, carrying interest at 9 per cent. per annum In addition he
has to pav the rent”of the shop and of the baga as well. Generaliy
the agnicullurist is duped by the commission agent and obtains loans
against his produce by storing the produce in the latter's shop, but
this process does not prove beneficial. The village bania and the shop~
keeper, taking advantage of this process, obtain finance for purposes

of trade. On the other hand, the icalturist, being illiterate and
unaware of such methods cannot derizznmy udv:'nugz.g '

2088, 30. The pressnt tvpe of agriculturists cannot sucoessfully run
Hicensed wnrehousu: In order to make auch warehouses a Fuccess a
great deal of experience, unity and ahility are required, of which the
gresent day agriculturists are devoid, .
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2086. 21 and 22, In order to enable the agriculturist to get full price for
this produce in the market, loan at a cheap rate of interest shouid be
advanced to him for a few months in order to meet the necessary
<rpenses. There is no such arrangement in existence at present, and
the absence of some such arrangemcent obliges the agriculturist to seil
off his produce, and he cannot obtain the full price of his produce.
The agricultural produce sells at very low rates in olher countries,
becaunse wheat, cotton and rice of the best quality produced here are
adulterated by the brokers, and their quality thus reduced. The
“whole loss is uitimately borne by the agriculturists. During the course
of pale transactions in the markets, no Jdocuments aro executed for
purposes of borrowing.

2087. 23. The eco-operative credit societies have not reached such a stage
as to be able to take part in the sale transactiong in the markets.
The unity amongst the shopkeepers and traders in the markets, their
financial position; and cleverness, and the narrow-mindedness of the
agriculturists, their short-sightedness, poverty and illiteracy stand in
the way of the co-operative societies taking any active part in the sale
of the produce. The Co-operative Department staff bave succeeded
in some places only in pame; in reality they bave not achieved any
svceess and have failed miserably.

20838. 24. The bills cannot be used in internal trade in rural areas for
‘want of means of communication and the agriculturists ecannot take
-advantage of it at present. The shopkeepers and traders in the markets
-are-using the bills profitably. At present the zemindars are not fit to
‘engage in trade, but the Co-operative Bank and the Central Bank can
afford sufficient help to the agriculturists in thia direction and can
successfully do this work. . ‘
*2089. 25. There is a great demand for long term credit on the part of the
" agriculturisets of this dlaga both in connection with the purchase and
improvement of land. A limited mortgage bank is badly required;
without it the quality of the land cannot be improved and consequently
the proper amount of the produce cannot be had. Long term credit
is also required to pay off the old debts, but those zamindars who are
over heaeg and ears in debt to the moneylenders should be deprived
-of this concession. .

2090. 28. The ioan is obtainable on the security of land, but the rate of
interest charged théreon is so high that it is better to eell the land
outright to the moneylender. The landowners can obtain money
-against the security of land the interest whereof is in excess of the
-amount of land revenue, and consequent borrowing against the security
-of land does not prove profitable to the agriculturists.” The occupancy
tenant can also obtain a loan but on a higher rate of interest than
that payable by the landowner.

2081. 28. The average value of barani (rain-irrigated) land iz Rs 500
per acre; the average produce heing Rs. 50 worth per acre annually.
"The average value of the canal irrigated area is Rs. 700 per acre, the
average produce being Rs. 100 worth per acre annually. The average
value of the well irrigated area is Rs. 700 per acre, the average produce
‘being Rs. 100 worth per acre annually. S

2092. The value of land depends largely on the large or small population
of the village concerned, of the flaga moneylenders, and the dearness
-of grains. ,

(1) The value of land in government suction is nearly Rs. 200 per

acre, by sale ir court decree it is also Rs. 200 and in purchase by private
@egotiation it is Rs. 400 per acre. The cause of difference being that in

Mr. Bahadur Singh.
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the event of sale by private negotiation the agriculturist goes from
place to place in search of a purchaszer who can offer better terms, and
in*the event of auction generally such purchases are not present on
the spot, and in many cases are difficult to find.
$093. 29. The non-agriculturist moneylender can neither take the mort-
gage on the land nor can he purchase it, and therefore the agriculturist
moneylender takea the land on morigage un easy terms. If such pri-
vileges are allowed to the non-agriculturist moneylender, the mort-
agor would have been mble to secure much better and higher terms.
lltn some piaces where there aré only one or two agriculturisi money-
lenders who are in a position to tuke the land under mortgage or to
purchase it, they dictate their terms and mortgage the land for as
low an amount as they choose. Such transactions eurely affect
advetsely the agriculturists’ capacity to borrow eapital for long periodg.
The present law requires amendment. At least the privileges enjoyed
by the agriculturist moneylenders should also be extended to the non-
agriculturist moneylender in mortgage transactions,
2094, 30. There are no mortgage banks in the villages of this ilaga. In
towns, however, these banks are doing splendid work.
2095, 31. There are limited co-operative mortgage banks in certain dis-
tricts in this area, which advance loans to agriculturists for a period of
15 or 20 years, at 7 or B per cent, per annum against the security of land.
In addition to the hypothecation of land, two sureties are also taken,
and in the event of non.recovery of the debt, the posgession of the
land is delivered to the sureties, and the debt is recovered from the
latter. Recoveries are made half-yearly. The banks are of limited
hiability, and obtain capital from the provincial bank and from the

Covernment.

2098. 32. Co-operative mortgage banks should be started. Government
should advance money to these banks at 5 per cent. per annum and the
tatter should lend money to the agriculturists at 6 per cent. per annum
for a period of 20 years only for the purchase and improvement of land.
Only in special cases loan should be advanced to pay off old debts.
The loans should be advanced against the security of land only. Rs. 75
shouid be advanced againat the security oi ‘and worth Rs. 100

2007, 33, The agricultural mortgage banks should issue debentures an ths
guarantee of government, and the iatter should try to satisfy the needs
of the people. The provincial bank, central bank and the co-operative
bank should alsc help in this venture. The agricultural mortgage banks
should be ahlc to raise loans at 5 per cent. per annum and lend out
to_t.he nnﬂ_culturists at 8 per ceni. per- snnum, one per cent. extra
being sufhicienl to meet all the expenses The major portion of the
management of these banks should be entrusted to influential and
intelligent men of the villages.
92008, 3. 1 would suggest the following method i
of Innd vflered for mortgrge :— & for caleulating the value
The average produce of land per year divided by 9 and multipli
by 13 is equal to the price of the land. The msin for sug';ztll‘::
thia method in that half of the average incoms represent the expensea
of production: In the case of barani land four Yyears' average income
should be taken, because there are famine years as well
2000. 35. The goverament should advance capital to thess banks
the provincial and central banks baving ngl:rd to their ﬁnm:}l xﬁ
lity: Ra. 75 should be advanced by these banks againgt the security of
fand worth Re. 00, In addition they should have two sureties of good

YOL. 7 o
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financial standing, who should be severally liable to pay this amount,
Recoveries should be made half yearly, and in default of payment of
three consecutive six-monthly instalments, the land should be taken-
possession of and delivered to the sureties without any further delay.
Certain specific responsibilities should be laid on the members of
limited mortgage banks. A report in respect of recoveries should be:
submitted by them to the higher authorities of the district half-yearly.
210(()1.'1:37. I can suggest no other measure for the provision of long term
credalt.
2101. 33 and 89, Handlooms are in vogue in this ileqa, and no capital is
reyuired for such industries. People also ply carts aad such persons
(cartmen) require a small capital for a few months. These persons
should be financed at & nominal rate of interest, so that they may be-
able to earn their livelihood in the winter season. The civil officera in
charge of takavi distribution work can very well manage to advance
-capital to these persons for a period of six menths. However, I would
suggest that this distribution duty should be entrusted to selected
persons of the villages. Government should supply means for running
dairy and poultry farms in the suburbs of towns, .
2102. 3%, Government should ask co-operative banks to advance capital
for dairy and poultry farming, and ghould also ask the dairy and poultry
experts to improve these industries in the hands of agriculturists free
of remuneraticn. The government shounld supply through the District
Hoards bullocks and fowls of superinr breed. The municipal committee
should charge the least possible duty on the import of milk and eggs.
The government, should ask the Railway IDepartmeni to give conces-
sions to these dairy farms on the bhusa inported through that agency
in times of famine.
2103, 40. The question of employment of spare time of the ugriculturist
is a difficult one, and its solution would remove poverty from the
country. The best way of emplovment of his spare lime is to make
him prepare such things at his house as he is obliged to purchase from
the bazar. The most important of all the things that he has to pur-
chase from the bazar, is cloth. The village weaver has become useless,
a8 the best mill manufactured cloth is available at cheap rates. People
in the villages remain unempioyed in the winter and half of the summer
season. Either the sewing machines should be imported from other
countries or cloth weaving industry amongst the cultivators in villages
should be encouraged, and they should supply cloth- to, rather than
purchase from the towns. Government should help in this enterprise.
Every facility should be provided in the matter of digging wells. The
enltivation of dearer produce can prove profitable and can also help in
uprooting unemployment,
2104, 41. The co-operative banks play the part of moneylenders only, out
they do not advance loans at the proper time and according to the
actual need. \
2105. 42. The Co-operative Central Bank keeps deposits in some other
banks and draws upon it in time of need. ’
2108. 43. The rural co-operative credit societies have got many defects,
and therefore they have rendered very little help to the agriculturists.
The following are the chief defects:— 4
(a) The agriculturists cannot obtain loans at the proper time
and according to their needs, because the co-operative staff
interferes with the affaira of the societies more than is
necessary, and being unaware of thie conditions of the-
agriculturists, stands in their way.

Mr. Bahadur Singh. "
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(B) On account of the ignorance of the agriculturists the co-opera-
) tive staff is in charge of the whole show and does not leave
anything to the agriculturists. The directorates of the
gocieties cannot do any useful work. Agriculturista of good
social status do not become members of these societies, be-
cause the accounts are open to inspection and no secrecy

in observed.

{¢) The moneylending busiriess is in the hands of the co-operative
staff, wiich is very bad; neither is the required amount of
loan advanced, nor is it -.recovered fully. It is also dis-
advantageous to the agriculturist if more or less than what
he is in a position to pay is recovered. The co-operative
staff cannot do this work efficiently. This is one of the

. duties of the society, and it can only discharge it satisfactori-
ly provided good and intelligent agriculturists of the village
take part in it, and the co-operative staff should go to the
village for purpoees of audit only. The agriculturists of good
social position can take part in this enterprise only in case
rome secrecy is observed in the matter of accounta and the
co-operative staff does not visit the village daily and put
them to unnecessary inconvenience by sending for them
every day. .The co-operative staff should visit the village
only twice a year, for checking and auditing the accounts
The granting of loans and all other business should be en-
trusted to the society. It is only the society who can rightly
appreciate the actual needa.

2107, 44. There are no difficulties in the matter of financing in regard to
short term capital. Capital is however required for long term credit,
and the Provincial Bank is trying to meet this demand. But Govern-
ment help is badly required in this connection. ‘The Co-operative
Bank haa succeeded in satisfying the financial demands of the agricul-
turiats only in % or 3 per cent. of the cases. If no modifications were
made in the present syatem, the enterprise would prove a failure,
There would hardly be an agriculturist who, if he were to cut off all
his connections with the moneylenders, would get ample financial help
from the society to meet all his needs, becaunse the co-operative society
doea not deserve to be called a living institution. It advances a loan
for the first time, and if the agriculturist fails to pay any six-monthly
instalment on account of famine or for any other reason, it stops fur-
ther financial help, and even members of gnod status cannot obtain
any further loan. Rigorous measures are employed in recovering debta,
and the agricuiturists have to borrow loans from the moneyienders
against the aecurity of land in order to make payment to the society.
The agriculturists in their dealings with the societies are more losers
than gainera, .

108. 45. The rural co-operative movements are not short of funds;
money is lying unemployed in the central banks, and is not utilised for
loans. The money is lying idle, and yet the agriculturists have to knock
at the door of the moneylender for getting loans,

2100, 48, There is no competition. The Central Bank does not feel the
shortage of capital, and the only point to be considered by it in how
toh eu:lp!oy ita re:I.mh::h This discretion vests in the oco-operative staff,
whe do not ize their responsibility and causing immenss loss
both to the agriculturista and the Cent;d ankl:e e

$110. 47. The financial concessions already enjoyed by the co-operative
societies are ample and have proved very beneficial o the movement
The governmeat is spending more than is necessary on the Co-operative

YoL. IV T u3
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stall, and the work done by them is less as compared io'the working
eapacity of the sanctionied strength.

2111, 48. I have no knowledge of it.

2112. 49, Tke village potter, sweeper and weaver are in great trouble.
There is none amongst them to regulate their affair. They are all
illiterate, but are industrious and honest and wish to repay their debts.
The rural.co-operative credii societies have not rendered any financial
‘help to them. They are not in a position to run a separate co-operative
credit society, nor are they able to manage it. The agriculturisia treat
them very harshly. Their case deserves the special attention of Gov-
ernment. A separate Department should be established to improve
the condition of these working classes, so that they may be able to
manufacture articles for the use of the agriculturists as well

2113. 50. The co-operative credit societies have not so far met the financial
requirements of the working classes. The existing societies are unable
to meet their needs, and it is dangerous to enlist these classes as members
of the existing societies. Therefore the question of how to meet their
needs should be put off for the present.

2114. 51. The co-operative credit societies should start intensive cultiva-
tion, poultry and dairy farms in the suburbs of towns. Both men and
women should work on hand looms during their leisure hours and
the co-operative societies should collect the cotton thus prepared and
arrange to manufacture cloth from it. Duty on cloth manufactured
by the mills should be raised and hand-woven cioth should be free
of duty. The professional and other weavers should be provided
special facilities.

Oral Evidence,

'2115. Chairman.—You are a zamindar and also a wember of the Dis
trict Board1 Yes,

2118. What is ank process i—The resultant figure obtained by multiply-
ing the principal with the number of days is called ank. Bupposing a
man uses Bs. 100/- for 4 months. By multiplying 100 by four we get
400 and by further multiplying it with the rate of interest, t.c.,
Rs. 1/8/- the resultant figure ia Rs. 600. 8o, the figure 6 is called ank.
2117. Are the recoveries made mostly in kind or in cash ?—The recover-
ies are made mostly in kind.

2118, Is this process harmful to the agriculturists i—Yes.

2119. How '—Supposing an agriculturist delivers 100 maunds of grain
to the bania, if the rate prevailing then is 8} seers per rupee, the bania
would take only st 8 seers per rupee. Thus the agriculturist suffers a
great loss,
2120. You say that the preseni system requires some amendment and
that the Government should adopt some measures to save the agricul-
turist from the agriculturist moneylender as well. What measures
do you muggest? Do you think that the Land Alienastion Act shounid
apply to both?—No, it should apply only io the nom-agriculturist
money-lender as at present. o
2121.- But you say that the measures adopted by Government to
sava the agriculturists’ land from the non-agriculturist moneylender
should be enforced-against the agriculiurist . money-lender as well 1—
Yes, the agriculturists are generally very simple and the agriculturist
money-lender takes advantage of his simplicity and by piling up the
debts to an unbearable extent takes the land cheap.

Me. Bahadur Singh. '
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‘2122, Is the 'puncfaayat system in force here 7—No, but there are private

panchayats.

2123. You say that the private panchayats do not give their awards ac-
cording to the merits of the case —Yes, they are very often influenced
by personal motives.

2124. You say that the co-operative banks have not succeeded in grant-
ing loans on the secarity of land to any great extent. Do you think
that they now advance on personal security and that they should ad-
vance against the security of land also henceforward i—Yes.

2195, For lonz periods or short periods 7—In both cases, because there -
will be no difficulty in the matter of recovery.

2188, Prof. C(‘hablani: You have given us various rates of interest.
I want to ask if the rates which you mention are the rates which are
stipulated or the rates which are actually realised 1—Thess are the
stipulated rates. ]

2127. In scarcity years, such as the Pravince has been passing through,
the recovery must be very small 2—Very small indeed.

8128, In answer to Question 10 you say that the agriculturist gets
Rs. 75 on the security of produce worth Rs, 100 at & rate of interest
of only 9 per cent. Don’t you consider that as very reasonable i—Yes it
is a very reasonable rate of interest,

2120, Having regard to the fact that agriculturista get loans at 9

per cent. to 12 per cent. on the security of land, this advance of Ra 75
:ltgninntytho security of produce worth Rs. 100 at only 9 per cent. is
ow I—Yea.

2130. Yon say in your memorandum that the agriculturist moneylender,
on the other hand. purchases only such eattle of the debtors at lower
than the actual price as he considers useful. Besides this the agricul-
turiat money-lender can count upon the fact that in the event of non-
recovery he would be able to take the land. But in spite of all
this, hia rate of interest is not lower tnan that charged by the non-
agricultur’at money-lender I—No; he charg:s practically the same rate.

2131, And hu advances less than the money-lender on the security of
land f—Bacause he knows that in the event of non-recovery he would be
able to secure the landed property. .

£2133. Taking into account all the trouble, inconvenience and expenses
invoived in obtaining tatav{ from the Government and loan [rom the
co-operntiva bank, does the agriculturist find that he pays s less rate
of interest to the Government or to the bank than to the bania, if he

were to borrow from the latter t—Yes, provided the loan is advanced to
him at the proper time.

2133. Having regard to all the expenses and trouble —So far as the
rate of interest is concerned, surely the Government and the co-opera-
tive bank charge less than the banea, '

2134, Have you taken into account the sctually realised rate of interest
which the bemia_gets ultimately +—Ag regards the rate of interest I
think both the Government and the co-operative bank are better than
the daniq, hut the only objection in that these two agencies adopt strict
measures at the time of recovery.

2135, On the other hand you find that the bania very often relinquishes
8 part of his cinim at the time of final settlement and keeping this
final reknquishment in view may he not nominally stipulate l.iighu'
rate of interest for his advance }—Yee. )



198

2138. So that on one side you find that & lower rate of interest is
charged both by the iGovernment and the co-operative bank,
but the money is not generally advanced in time of need
and is recovered strictly; on the other, the bania advances loans in
time but he seldom makes full recoveries and relinquishes something
at the time of settlement. In these circumstances what complaint
have you gnt against the bania -—Even then the bania’s rate of interest
is higher,

2187, Tokavs loans are recovered in full —Yes.

2138. What is the percentage of recoveries of the money-lendersi—It
all depend= upon the produce in a year.

2139. In how raany yeara out of the last ten years has he made full
recoveries I—In three or four years.

2140. In how many years out of the last ten years half recoveries were
made i—In 6 or 7 years,

2141, In the last ten years how much amount out of the takavi advane-
od was recovered by Governmenti—I cannot say.

2142. You say that the agriculturist money-lenders are worse than the
non-agricnlturist mohey-lenders because they purchase the cattle of the
debtor at less than the actual price, while the non-agriculturist money-
lenders very often purchase the agriculturists’ cattle at a price far
higher than the actual price. Does not this mean that such transac-
¢iong of the non-agriculturist money-lenders reduce the amount of
recoveries; and that you should make some allowance for that in
estimating his et rate of interest —They are obliged o take such
cattle at such prices, when they find that the recovery otherwise is
impossible.

2143. Again you say that the agriculturist money-lenders take undue
advantage of the simplicity of the debtor, and contrive to accumulate
the debt to such an extent that the debtor is forced to sell his land. This
is another point against the agriculturist money-lender 7—Yes.

2144. So you want to save the borrowing agriculturist both from the
agriculturizt money-lender as well as the non-agriculturist money-
lender 1—Yes.

2145. Do you want to save only such agriculturists as have got land
just sufficient to maintain themselves or also others who have more than
an cconomic holding 1—Only such agriculturists as have got land just
sufficient for their maintepance.

2146, There are good many agriculturists who can conveniently liqui-
date their debts if they alienate part of their lands 1—Yes.

2147, The value of land would increase in proportion if the number of
purchase-s is larger I—Yes.

2148. Anvthing that restricts the market for land is therefors zva'net
the interests of such persons ?—Yes, '

2148a. In -he case of a mortgage lLark the security of land becomes
less on account of the restricticrs on the alienation of land I—Yes,
that is right.

2149. In reply to Question 10 you aay that it is absolutely necessary to
enact legisiation for the regulation of accounts, especially in the case
of non-agriculturist money-lenders. Why especially in the case of
non-agriculturist money-lenders I—It is necessary in the case of both -
kinds of money-lenders, agriculturist and non-agriculturist,

Mr. Bahadur Singh, ’
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2150. Do you think that this regulation should apply to those persons
as well ywho sell produce on credit and charge interest ou
the amount due after a time limit or to those only who advance
loaus 1n cash; in other words, do you mean to apply it to the retail
-dealera as well 2—-Yes : .

. 2151, In that case he may have to keep extra establishment and bis ex-
-penseg will incresse 7—But you know at present the banias manipulate
accounts and toke undue advantage of the simplicity of the agricul-
‘turist. .

2152, After all these expenses have to be realised from somewhere a_.nd
naturally the rate of interest 'will go high if the bania’s
sexpense increases i—Yes,

2153. 1a a villago money-lender usually a big man or a small man in
the village —-He ia sometimes a big man and sometimes g small man.
2154, Does the average village money-lender pay income-tax t—An
average man does not pay income-tax. Only such persons pay income-
tax whose income exceeds Rs, 2,000 per annum. The village money-
lender in generally an average man in the village,

2185, In reply to Question 18 you say ‘“‘Generally the small village
shopkeepers purchase grain from the agriculturists when the crop 1is

ready and gell it in the market at favourable rates””. In the event of

their selling the produce to the village money-lender, they don’t pay
any commission i—No,
2156, Which is more profitable—sgelling in the market or to the bania i—
Belling in the market.

2157. What is the difference between the rate of the Najafgarh mand:
and the village ratei—I can't say definitely.

$158. Is the difference between the two rates reasonable after taking
into nccount the wages of lsbour that the agriculturist has to pay or
lose if ua goes to the market to sel] his produce 1—Yes, it is reasonable.

2189, Further on you say that the banias collude together and reduce
the rates. Delhi is a big town, here you can’t expect such collusion —
That is right. but when tho village Lonia brings the produce te the
mands in order to make some profit for himself he sells off the produce
of the agriculturist, and the latter has not got sufficient intelligence to
uaderstand these tactics,

2160, Does the literate agrioulturist get the price at the prevailing rate
in the mamdi'—Yea; but mostly the agriculturists are illiterate and
they are duped.

2161. At the time of harvests the rates are generally low !—Yes.

2163. Would it be in the interests of the agriculturist if he stored his
produce and took advance an the security of the produce in the hope
that he would sell it when the prices are more favourable and with
the risk of loss due to fluctuation in prices falling on him!1—It
would not prove beneficial to an ordipary agriculturist

1163, The cultivator is & small man, and any risk of loss would kill
him. [she in » position to take the rick of loss if he is advanced some
money on the security of the produce on the condition that the profit
due to tha rise in prices will go to him and the loss due to fall of
rates will also fali on him i—In such a case it is better for the agricul-
turist to sell off hi: produce. Business men can bear such loases, but
not the agriculturists, ,
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2164. If Government starts warehouses for the storage of agriculturists”
produce and opens new banks to advance money against receipts of
such warehouses, that would increase expense, and it would not be in
the interssts of the agriculturists to bear such expensesT—Yes.

2165, Do you think the profits accruing therefrom would be sufficient to
meet the expenses!—The question of expense should not be takepn into
account where the betferment of the agriculturists is concerned. The

expenses should be borne by QOvernment.

2186, You say that the price of the barani land is Rs. 500 per acre and
the annual produce is worth Rs. 60. Is it the net annual income after
deducting land revenue, cost of cultivation and other expenses or the .

gross annual ineome {—It is gross income.
2167. What is the net annual income per acre !—I cannot say definitely.
Some people keep more catils than others and naturally their expenses

are less.

2168. L. Skri Ram: After going through your memorsndum 1 have
come to the conclusion that the Land Alienation Act is detrimental to
the interests of small agriculturista?—No, it is beneficial to them as

well,
2169. You say that the market for his land is limited, and this foet i

‘surely against his interests I—Only that man would give him less price
to whom be is indebted ; others would be prepared to give him the actual

market value, ,
2170. Further on you say that the tatav: advances and the leans grant-
ed by the societies are not sufficient to meet their needs and you sug-
gest the creation of panchayats who should meet their demands at
the proper time. But the panchayats have ne money to advance;
they ohall have to borrow from the bank 7—The panchayais should
be consulted in the matter of advancing loans. Now supposing an
agriculturist has not got the money to purchase a bullock and he
wants the money at once. If he gets the money after 15 days, he
will not be able to utilise it because the need for the bultock would

have been over.

2171, You suggest that loans should be advanced on the security of
two sureties. Why should the members of the panchayat stand surety —
In order to facilitate recovery.

2172. But members of panchayats are not supposed to stand sureties.
The money can be recovered without their security eveni—In that
case the sureties should also be held equally liable, and the money
will be easily recoverable. '

2173. If the baria be asked to advance loans at the game rate as the
soctety does and if he be asked to abide by the same rules, will you
extend to him the same concessions in the matter of recovery as
are at present enjoyed by the society !—Yes. -
2174, The witness who has just now withdrawn, has told us that
takavi is advanceéd freely and you say that it is not sufficient to meet.
the meeds of the agriculturists and is nat paid at the proper time.
Have you any personal experience of the fact thai it is not advanced
in sufficient amounts or at the proper time?—I have found it like
‘hat at the time of distribution of the takavi and bave also heard
ike that. : . -

175. The ramindar sells the produce to the village bania, because he
vishes to avoid the octroi duty and other inconveniences of the
narket +—Yes

Mr, Bahadur Singk. :
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9178. You suggest that the Government should advance loans at the
rate of Re. 500, per plough How mapny ploughs are there in the
Dethi Province I—I cannot say. .

2177. Can Government advance so much money?—Having regard to
the betterment of the agrienlturists the Government should advanee

this amount.

2178. How many days after the cutting of the crop is an agricul-
turist required to pay the land revenue!—After 15 days or a month.
2179. Suppasing the 'Broduee is 50 maunds. How much should he sell
in order to pay off the land revenue I-—-About 10 maunds.

2180. In answer to Question 32 you say that *““the Government should
advance money to these banks at 5 per cent. per annum and the
latter should Jend money to the agriculturists at 6 per cent per
annum for a period of 20 years only’”. Do you know that now-a-
days Government is borrowing at the rate of 6 per cent. or 8} per

cent. 1—] don’t know.

2181. Do you know that the annual expenses of a co-operative bank
amount to 4} per oent. -—No,

2182. If we take both these items of 6} per cent. and 4} per cent.
inte account, then the Government cannot advance loans to agricul-
turists at lesa than 12 or 13 per cent. I—I don’t know that.

2183. In reply to Questions 38 and 39 you suggest that cartmen
should be supplied with finance a¢ nominal rates; how will the Gov-
ernment advance fatavi to these men !—(No reply).

9184, It appears from your reply to question 40 that you are in
favour of Swedeshi, but do you know that even the Indian mills
ctannot compete with Japan goods that come in the market. Would
you favour the sale of Japan goods in the Indian markets 1 I simply
suggested that the weavers should make cloth which should be used
in the villagea.

2185. You egay that every facility should be provided im the matter
of digging wells. What facilitiea do you want I—(No reply).

2188. L. Bal Kiehen: Which village do you belong tot—I belong to
Nangloi village,

2167, Is tkere any co-operative society there !—Yea.

2188, Which cla:a does it helong to!—It is of an average class.

2189. There are four clamses, A, B, C, and D. To which class does
it belong t-~1t does not belong to a good clasa

2190. Tor how long ia it working there t—For the last four or five
yoars

2191. Have you any experience of any good society I—No,

2192 You have hot got any experience of a good society which may
be working satisfactorily +—The one in the neighbouring village is
doing very well.

183. Do they advance loans at the proper time?!—Yea

2194. Why is your society not worki tisfactorily —The

of the socicty are undemrahle parannn: = i uembers
!l%&. Then the fault lies with the members and not with the system?
—Yen

2196, Why did you not bevome & member of the iety +—On
of certain personal differences, ostety domonat
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2197. Are the agriculturists heavily in debt1—Yes.
2198. How is that!—On account of wasteful habite and famine

Years. .

2199. If a check be put on their wasteful habits, would it
-decrease I—Yes.

2200. If they had repaid always in time it would not have increased !
—It inereased because of the failure of crops too.

2901. If the agriculturist does not pay at the time of the produce,
strict measnres should be adopted for recovery!-—Yes.

2202. In reply to Question 13 you say that ‘‘the agriculturist canrot
obtain fakavi easily nor does he consider it mp to his position to
obtain such loan” and then further on you say that ‘‘the duty of
distributing this loan should be entrusted to the co-operative bank’.
You mean to say that the co-operative society should distribute

takavi ioans and should make recoveries along with its own monev 1—
If they can do it, so much the better, otherwise this work should be
entrusted to the village panchayats,

2203. Bhould the Government advance loans to the panchayat or to
the individual %—The Revenue Extra Assistant Commissioner should
advance loans on the recommendations of the panchayat, -

(The witness withdrew).

Mr. Bahadur Singh.
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{Mr. Adishwar Lal was sxamined on the notes of Prof. Chablani’s
interviews with him which have been printed at pages 2356-243.)

Oral Evidence.

2204. Kanwar Motial: In these days do the joint etock banks finance
the Indian industries sufficiently {—They don’t help at all

2205. What measures do you suggest in this respect i—I am not very
clear on thix point.

2208. Will the indigenous bankers favour the suggestion that their
socounts should be audited by chartered accountants ?—They require
protection agninst the Insolvency Act and certain privileges in the reali-
sation of their debta, and if the Government is prepared to give them
such privileges, they will have no objection to their accounta being
audited by cherlered accountants,

2207, Prof. Chablani: Provided the concessions or privileges are
adequate to compensate them for the cost i—Adequate and fascinating
enough to compensate them for the trouble and expense,

2308, Kwunwar Motilal: What monetary help does the Imperial Bank
get from the Government and Municipalities t—This question had better
be answered by the Agent of the Imperial Bank. Everrbody knows
that the Imperial Bank is getting Government funds free of interest.
I have no particular information on the point.

39209, Do the other joint stock banks enjoy these facilities i—No.

2210, . Are there sufficient facilities provided in schools and colleges for
training in banking t—Very little.

#2111, What is the percentage of the produce brought tv the mandix

by the agriculturists and by the sabulars i—Practically speaking, Delhi
is not & muandi, . . . . -

2312 Prof. Chablaai: He has got experience of anly Hapur mand:.

2212 Kanwar Notial: Can the indigenons bankers live on banking
only I—Yee, they can. Fifteen years ago there used to be many firms
doing banking ounly.

N4 Prof. Chablami: Will it be profitable under the existing condi-
tions t0 do only banking !l don't think so. They cannot Lve only
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on banking under the existing conditions. When the Insolvency Act is
daily abused and new harmful legislations like Money-lenders’ Regis-
tration Bill is coming in force.

2215. Kanwar Motidal: What is the ratio of the mudati hundis used
at the present day to the former times !—It is about 1/3rd.

2216. Does any amount of money remain unemployed with the indi-
genous bankers I—To some extent.

2217. What was the rate of interest ten years ago 7—I cannot tell you
the rate of interest prevailing ten years ago. I may quote from some
books, but from my personal knowledge I cannot sazy. Mr. Chablani
has got a book called “Indigenous Banking’ which contains 100 years’
table of interest. About Delhi I cannot quote the rate of interest as
Delhi is an urban area.

2218. Do the indigenous bankers advance loans to the agriculturists i—
They dom’t. .

2219. What measures do you suggest for the improvement of the con-
dition of the indigenous bankers?—I would suggest co-ordination of
“indigenous bankers and legal protection, because recovery of debts is
a problem for them, I have come acroass many cases of small amounts
which have been lingering on for years and years. Moreover on this
side of the country there is no money market and if 2 money market
is ertablished, that would also facilitate indigenous banking very much.
2220. Any more facilities "—Excepting co-ordination and legal protee-
tier and recoenition of them on eanal terms with joint stock banks
with ernal facilities from Imperial Bank. I cannot suggest anything
more Facause they don’t have the sympathies of the court nor have
they any protection in law and the preriding Judge always sides with
the borrower.

2991, After excluding legal charger what rate of interest does the
bania actually realise 1—1I think he does not get more than 6 per cent.
22922. Formerly people used to carry cash with them by rail. Now I
understand they can’t carry more than Rs. 3,200. Has it not affected
adversely indigenous banking —It has very seriously affected the re-
mittance by rajl which is very hard for the bankers. But we buy
tickets.

2223. But they have stopped the free carriage of cash$—Yes, to the
great embarrassment of the bankers as they used to remit during grain
season to mandis.

2224. And consequently the indigenous bankers have been put to loss —-
—Certainly.

2225. L. Shri Ram : What is the difference in your opinion between un
indigenons banker and a monev-lirder?. There i~ o «~ar- --id- s
difference. Indigenous bankers receive deposits. That is the stra‘zht
definition of it; while in the case of money-lenders there is nc question
of receiving deposits. The definition of indigenous banker is that he
discounts Aundiz and receives depesits, while there i3 no question of
receiving deposits with the money-lender. “}

2298. Prof. Chablani: Or even discounting {mndia 1—Yes.

2227, L. Shri Ram: How many firms do indigenous banking here $—
None at present. ‘ .

9228. In your memorandum in reply to Question 55 yon say that these
have died out. Why is that so; what do you -atiribute that toi—
Firstly to the rise in the value of property _after the Coronstion
Durbar and then after the War, and secondly Delhi has now become

Mr. Adishwar Lal. -
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& ocosmopolitan, town and new avenues of business and activities have
been created.

2229. Am I to understand from your reply that investment in property
and the new avenues which you mention were more paying than
investing money —Not more paying, but safer than banking.

2230. Banking became less safe 1—It became unsafe and unstable and
because of the opening of branches of many new banks, such as the
Tata Industrial Bank, the Mercantile Bank, ete, thus greating keen
competition.

9931, The opening of branches by other banks is certainly no reason
why this business should become unstable !—Because of the severe
competition.

8233, How would it become unsafe if a person is safe to advance money
to i—My point is that after the War the condition of the money market,
as you know, became very unstable and every man and every bank
became unsafe.

9833, Prof. Chablans: Why t—Because of the loeses incurred by the
traders on account of the exchange.

2334. L. SAri Kam: Then the opening of the branches by the banks
has really nothing to do with it i—That created a sort of keen com-
potition ag I have already stated.

9235, Which made it less paying, but the real trouble, you sugpest,
came o account of the depression after the war and exchange later
on i—Exaotly.

+ 2836. You don't mean to suggesat that the few banks that are in Delhi
are enough for the needs of a big city like Delhit—In helping trade
and industries, or as deposit receiving agencies t

§237. A bank has so many functions to do; it not only helps trade and*
induatry, but even the middle classea and poor classes, and every-

body trom top down to bottom. Do you think that a few branches

of thess joint stock banks and one or two central co-operative banks

are sufficient for & huge city like Delhi, or there ought to be many

more f—From my personal knowledge [ can say that the banks are

having no business.

2338, Ia it because they don’t want to advance to every sort of borrower

and they limis their business to & few only I—You know very well
that Deihi is a cloth mandi.

2339, But it in also a place where hundreds and thousands of middle
class people are living t—But the middle class people cannot afiord to
give any sort of security acceptable to the banks; therefore, they are
out of question. :

240, Everybody up to a cobbler reguires banking facilities I-But
the cobbler would not come to the bank either for deposit or for

1. I don’t mean the joint stock banks only but an indigenous banker
or a co-operative bank or a joint atock bank or any other credit
supplying agency !—You should not mix up the joint stock banks
and the. indigenous bankers. They are two difforent branches of

$M2 Are the banking facilitiss in Delhi enough for ite requiremenial?
—I don’t think so. .
M5 On the whole do you consider that there are banking facilities

enough to meet the requiraments of everybody t—I am not very clear
on thua poins, because this in & very wide guestion.
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1244. You have suggested in so many places that there ought to be
nortgage banks and co-operative banks, etec. You suggest thereby
hat the present banking facilities are not enough?—For a certain
lass of people,

245. And you mean thai for & certain other class of people there are
anple banking facilities; which is that class 7—I think first: class traders
nd people of high status.

248. Do you think there are endugh facilities for the industrial con-
erns_to borrow I—I think so. )

247. Have you any experience as to which of the industries in Delhi
re financed by any of the banks, joint stock, exchangs or Imperial
nd to what extent ?—I think they have not so far helped any industry,
or the industrialists ever approached such banks.

248. 1 don’t think you could say that, because you are not concerned
rith any industry 3—That is a generalisation.

249, Am I to understand that the present joint stock banks, exchange
anks and the Imperial Bank do not meet the requirements of the
idustries /—You mean if they are approached? Even then the banke
ill not undertake to help the industries. ’

250. What is your experience }—My experience is just the reverse of
ours. 1 know it for certain that there is very great reluctance on the
urt of these banks to help industries. I am not very clear on this

oint.

1, Chairman: You have no personal knowledge i--Exactly, ejcept
1at of my own bank, f.e., Central Bank.

152, L, Shri Ram: You say something about these housing societies,
ill you explain what your ideas are?—They at present exist in
arachi and Bombay on the hire purchase system.

153, Have you worked it out ?—No, I have not.

54. Do you think a system of this kind in Delhi would be workable 14—
ertainly.

55, May I tell you from my information that the Government has
ven the Delhi Municipality five lakhs of rupees to build quarters for
wor people and the Delhi Municipality finds that in spite of the free
ant of five lakhs of rupees it will be very difficult for them to
alise even € per cent interest on the outlay that they will have to
end 7—Six per cent. for the Municipality to expect is a high rate of
terest at the present moment to charge the poor classes.

56, The Government itself iz borrowing at 6} per cent.; that is one
ing; the other thing is that Rs. 5,00,000 is absolutely a free grant on
zich no interest is taken: so that if we don’t calculate any interest
. the Rs. 56,00,000 that the Government has given to the Delhi Muni-
sality as a free grant but only on the amount that it will apend on the
ilding of houses, even that will not fetch enough rent to cover 6
r cent. on the cost of building alone =—6 per cent. interest for the
anicipality from the poor classes is rather exorbitant to expect.

57. What do you think will not be exorbitant #—1I think 4 per cent.
58, After all somebody will have to find that money then'; the tax-
vers will have to find the money for the Municipality I—Yes, but
at will touch the pocket of the well-to-do people and not of the
ddle classes. - . ) .

9. Supposing a piece of land is bought and a house is built on it
d somebedy in the course of time, say 20 years wants to become
: proprietor of that house; have you any idea what rate of interest

Mr., Adishwar Lal.
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he will have to ia.y on the initial cost if he wants to become the
proptietor of the house i—I have not calculated that.

2260. Then this is & pious hope I—Exactly. .

£261. In one place you have mentioned the rates of interest, as 12
per cent., 24 per cent, and 18 per cent MHave you any experience a8
to what the really realised rate is —The realised rate is not more tham
6 oy 7 per cent, In Bome rare cases.

2202, In your memorandum yow say that the condition of the artiz
is becoming very bad and the present position is one of great diffi-
culty for the artiae. What do you attribute that to—The general
depression of the trade.

2963, What do you attribute the general depression to1—Well, I am
not very clear on the point. There are so many heteroguicrus elementa,

2964. I want to know the remedy?—I have suggested a liberal help
from the co-operative banks in the rural areas to the village cloth
merchants and deslers, because only they have got their branchee there
and do all the rural work.

9265. L. Bal Kishen: Mr. Adishwar Lal, you are not right there.
There are no branches of co-operative societies; they are all independ-
ent of each other.

2268. L. Shrv Ram: Your eole reason for suggesting these banks is that
they exist there -—Exactly.

2367. You say in your memorandum that comparing the expenses of a
good indigenous banker with those of a branch of a joint stock bank,
you believe the expenses involved in the establishment of an office
of an indigeuous banker are not even 1/10th of those of & branch of &
joint stock banmk. What difference to your mind is there between a
joint stock bank and a proper indigenous bank —Will you kindly let
me know the force of the word “proper’, because this word ia ambi-
guous; you mean by it the modern and old style of banking.

2988. You realise that there is & paucity of banking facilities and you
mean to suggest that the cost of running a joint stock bank is 10
times as much as running an indigenous bank. Supposing some sort of
help was given to stimulate indigemous banking, would that meet the
requiremnents of the country, and in what way will they be énferior to the
joint stock banks ¥ —I am not concerned with the country; I am only
concerned with the Delhi Province, because *'country’’ is a very wide
term and I have no experience of the whole of India

2269. Supposing that 20 more banks were required in Delhi, would

you prefer 20 )oint stock banks or 20 indigenous banks!—IJ think in-

ghisenoun banks would be more helpful, because everybody can go to
em.

2270. They are not only cheap to your mind, but also they are more
useful +—Certainly. v % v

2271. Would you insist on the Imperial Bank 1o give these indigenous
banks the same facilities aa they give to the joint stock bankst—Cer-
tainly, and I wouid further suggest that if agencies are given to the
indigenous bankers in places where there is mo ibility of opening
s branch of the Imperial Bank, I think that vouls very wmuch facilitate

the work. _
2372 It you will give these indigenous bankers the same facilities
as to the joint stock banks, would you not insist on these people
keeping their accounts in & proper form and also having them aundited
to create greater confidence among the publict—In public they have
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confidence. The client knows that whenever he likes he can see the
accounts of his banker.
2273. So you would ask for these indigenous bankers the same facilitiex
as are enjoyed by the joint stock banks without their balance sheets
being published or their accounts being audited 7—I do not object
stg the auditing of their accounts or the publication of their balance
eats.
2274, Don’t you think that that would add to their credit; the cliemtele
would be still more satisfied *—Certainly.
2275. And you would like the Imperial Bank not to do any lending
business except to the bankers, indigenous and joint stock t—Imperial
Bank, to my mind, should be the bankers’ bank.
2276. No bank can stand the competition of the Imperiai Benk f-—Cer-
tainly; they bave just now begun the work of pawn-brokers by lending
money agamst ornaments.
2277. You suggested just now that in certain places where the Imperial
Bank has not got its branches, the indigenous bankers should be made
their agents. Now supposing in a place there are 20 very good indi-
genous banking firms; don’t you think it wonld be unfair to make one
of them an agent of the Imperial Bank —Not unfair, because that
will facilitate banking in that area.
2978. In that case you will stop this person from doing any business
of his own except as a bank's agent, and then he will be in the pay
of the Imperial Bank —Not in the pay of the Imperial Bank.
#279. What remuneration would you give him to work as agent of the
Imperial Bank !'—He may be given some sort of commission.
2230. You will debar him from competing with the indigencus bankers !
—That I don’t mean. ’
2281. Probably you agree that the Imperial Bank shouid not be allowed
ttp compete with the joint stock banks or the indigenous bankerst—
es.
2982 If you don’t allow ihe Imperial Bank to compete, you would not
allow its agent to compete with the indigenous bankers i—I sav where
there is lack of banking facilities, there this system should be adopted.
I dorn’t say that where there are ample facilities, they should give
la)g;:ncies and compete with the indigenous bankers or the joint stock
2283. Can you think of any place where the indigenous bankers did not
exist or could not again fiourish =—1 think there is no place in the
whole country where they do not exist or they cannot flourish
2284, What steps should he taken so that the guestion of the agency
of the Imperial Bank will not arise I—I would suggest the system of
licensed agents, and their co-ordination also, because at present we
do not know of any money market in Delhi or in the neighbeuring
centres of trade and legal protection as I have already stated.

285. Ur. ¥. F. Gray: You say that there is urgent need for banking

facilities especially for the middle clasa people Who generally have not
got such mprovident habits as the mill hands. Do von consider that
the borrowers have sufficient security to offer I—One who has got landed

property cannot get any eredit anywhere, I think.

2286. Is that not because of the Land Alienation Act1—That is because
of the lack of legal protection for them, because every case of mortgage
takes about 6 or 7 years to decide. .

Mr. Adidkwor Lal.
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2987. And because agricultural land is offered as security I am eon-
cerned only with the urban conditions,

2288, Then do not the mmail possibilities of recovery on a mortgage
make the banks reluctant to lend; and if you have increased banking
{facilities would they not still be reluctant to advance on the security
of land I—I have suggested an institution just on the lines of Credit
Foncier de France or like German Mortgage Bank.

2989, The Credit Foncier’s main work surely is the issue of prize bonds
and that is purely » gamble 7—That is & matter of opinion. If that is
gamble, that is certified by the Government.

$200. By the French Government. By that system yom don’t pay

interest to each individual, but you pay it in prizes i—That is & method
of working and attracting people to it

2291. In that way some people don't get anything for years, but they
may get & fortune any minute i—I may explain the system. In France
Oredit Foncier de France provides long term credit. It is a private
company founded in 1852, but under sufficient State control. 'The
Government has given a subsidy of 10 million gold francs since it came
into existence. Like other mortgage banks it advances on the seourity
of mortgages and obtains the necessary funds from the issue of bonds.
The Governpr and two Assistant Governors are appointed by the
State. To make Foncier bonds attractive the bank is permitted with
:’he J)revious sanction of the Finance Member to iesune lottery or prize
onda.
2292, Yen, I know, you invest Rs. 100 and instead of getting Rs. 56 a
year you‘get nothing, but 20 people will get a lakh every year. The
whole of the interesy is paid on prizes for say 20 people. It is not
unlike the Calcutts Sweep except that the capital is not lost. That 1is
hardly an investment but surely & means of inducing people to gamble §

—Not exactly, but that in & way to popularize a thing also. We look
from different angles of vision altogether.

2208. Thers are two parts of this scheme; first the attracting of
money as already explained and secondly purely mortgage bank work.
You wish for the introduction of a bank of that sori!—If such an

institution is introduced, I think there will be no difficalties in consoli-
dating the loana.

2294, Ta it not imposaible to amend the mortgage law and make it
easy I—Might be; that concerns the lawyers.

92208. How would you arrange loans on other forms of security +—~You
mean liquid securities or ornamenta.

9208. I want to know if it is poseible to get loans if ene is able to
Rive definita assurance to repay st the time when ome promises to
repay I—Promises would not do. I think the banka would be willing-
to help if they offer legal security. .o '

2207. What I want to know is, is thers no lack of facilities for borrow-

ing today if the borrower has reascnable seourity to offer -—There are
ample funds.

2998. You think there are ample funds for their demands, but in
another place you have said that people do not offer any form of
leeunty.ao.eeptabl_o and therefore they cannot get it. Yes, so I mow
eay. Wil increating banking facilities allow people to get money with-
out offering any security: what sort of business will these banks have
it they have to give unsecured loans$—I think nobedy would like to
advance insscnre loans.
YOL. IV »
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'2299. You were saying that more banking facilities ware required. Are
they required. for lending or for deposits 7—For lending. Everybedy
can receive and have deposits. There is no question of deposits.

2300, You have said that there are a number of banks in Delhi to-day
who cannot live because there is not enough business, and yet you,
on the other hand, say that a lot of more banking facilities are re-
quired. What do you mean }—Banking facilities are required for people
who cannot afford to give liquid security.

2301, What sort -of balance sheet will such & bank present, which is
going to lend to people who have not got liquid securities i—The bank
would not lend to such psople,

2302. But you want them to lend —No.

2303. For what purposes then do you require more banking facilities 1—
‘For the people who have not got liguid securities.

2304, Then you consider that the mortgage bank is the only extra
banking facility that India requires t.-day’—Exactly. Delhi requires
that. I do not say for India.

2306. In answer to Question 67 you say “There are ample facilities for
internal remittance available in the market by way of Aundis on the
varioua centres’”’. What do you consider should be the rate at which
the money should be remitted #—I cannot suggeat the rates.

2308, Do you consider that the rates charged to the various joint stock
banks are correct onesf—I think so. '

2307. Cannot the Imperial Bank, who has the free use of Government
money, transfer the money from one treasury to another free of
charge #—Yes, but 1 thick they will have ¢o incur certain expenses in
that regard as well.

2308. Against the expenses they get money free of interest. You see,
in England you give a cheque in Scotland, say Edinburgh, for payment
against your account in a London Bank. You are charged one or two
pence for postage, but no charge for remitting the money’—I think
they should introduce the same eystem here. i
2309. A good deal of the transfer of money in India among the smaller
people, as well as the big people, is by way of sending notes in halves
by insured post. in order to avoid paying the remittance charges.
Would not: the remittance busineas increase immensely if the remittance
charges were rednced nearer to the postal charges i—Undoubtedly.
2310. In answer to Question 74 you say ‘‘the indigenous banking com-
munity would be .very reluctant to accept such’a measure” as, for
instance, the publishing of balance sheet—Without having any pri-
vileges attached to it .
2311. If an indigenous banker wants to borrow or work either with the
. joint stock bank or the Imperial Bank, would not such banks have
far more confidence in accepting business from the indigenous bankers
if they have a balance sheét to show 1—I doubt very much.
2312. But you may see from the balance sheet that the person is per-
fectly sound; without a balance sheet there may be doubt, and one
cannot be sure of the position of a party without seeing the balance
sheet; would that not create more confidence %I doubt whether the
issue of a balance sheet would bring the ¢anfidence 9utomatically.

2313. You cannot expect a Governor of ‘the Imperial Bank to give
facilities of debt to a banker unless he sees and is satisfied with his
balance sheet; why should he do it; he is risking other peoples’ money,

Myr. Adishwar Lal.
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without knowing whether there are any assets behind him or notfi—
But there are methods of hiding of accounts. You see there are black
sheep everywhere, and some are so unscrupuious as to hide their
accounts for income tax purposes
92314, L. Shri Ram: If you want purdah to go, you should also want
this purdah to got—Unless some privilege is attached to it as with
purdah. ) : )
2318, Mr. V. F. Gray: You are tomplaining that joint stock banks
have privileges while the indigenous bankers have not. The joint
stock Eanku publish their audited balance sheets, while the indigenous
bankers do nob. :
2318, L. Shri Rdm: Don’t you personally think it better that their
accounts should be sudited and their balance sheets published I—I very
much like the idea, but I was simply expressing their point of view.
2317, Mr. V. F. Gray: In answer to Question 77 you chject to the
competition of the Imperial Bank and the Exchange banks as they
et cheap money. You are looking at it from the point of view of a
ganker and not from the point of view of the public {i—Yes, one sces
at times from different angles of vision.

£318. Surely it is & good thing for India that the exchange banks
get cheap money and lend at a cheap rate to the Indian public. It
may be difficult for the Indian banks to compete with them in thig
respect, but it is good for the Indian public ?~Yes, but it is available
for few who have to do foreign trade.

£310. In answer to Question 84 yon say that there is only one indi-
genous banker who allows chequea to be drawn on him {—They have
also stopped it now.

2380, Would it be of any advantage to the coun if banks can see
- their way to accepting cheques in the vernaculari—I don’t think
because in India there are so many languages in different provinces
that if & vernacular script is used, it will be very difficult for the
joint stock bankas who have branches all over India to scrutinise them
“properly.

9321. You think it impraocticable I—I think so.

£328. Is it possible to exiend banking into rural areas without verna-
oular cheques; very few people in the vill know how to read any-
thing at all, not to speak of English. Would it not be possible if it 18
.restncted to the well-known Urdu !—But that would not be practicable
in the Punjab where the commonly spoRen language ia Gurmukhi.

9323 Then would it not be possible to use the common vernacular of
sach district only in that district 1—You mesn the rural areas; I am
‘not following thia I am sorry.

2324. Our idea is to make banking more popular among all classes of
society 1—I agree. ‘

£%95. To achieve that end don’t you think that we ‘should allow
acoounts and chequea to be in the vernacular!—To my mind only
prople with some amount of knowledge of English come in coutact
with banks. If you srovmemliu banking system in thiz country and
allow cheques to be rawn in the vernacular of the respective provin-
ces, e.9., Gurmukhi for the Punjab, Bengali for Bengal, Marathi for
the Central Provinoes and so on then there will be no trouble in that
case but if the idea is to have a of all-India banking then I
don't think it desirable to allow ues tc be drawn in vernacular

YOL. 1Y . 52
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because as a Treasurer of the Central Bank of India I will find it
difficult: to deal with a cheque drawn in Multani for example. |

2328. 1 agree there is a certain amount of difficulty about it, but can’t
You get over it by having these cheques translated before they are
negotiated 1—That will entail delay of a couple of days and incidental

+loss of interest.
2327. But the ordinary drawee of ¢heques would not mind that. As
a matter of fact we are now really dealing with people who really
do not even know what interest means in any detail -—I agree.
2328. So then you agree that vernacular scripts can despite difficulties
be adopted and that it is desirable that efforts should be made to adopt
that system universally in India17—Yes, it could be done if the other
banking facilities are extended and the banking system is provin-
cialised.
2329. You suggest that indigenous bankers should be made agents of
the Imperial Bank wherever the Imperial Bank have not got their
Eranches and you ask that these people shouid act only as agents and
not as servants of the Bank. Whet privileges will you give to thess
agents in return for their work on behalf of the Imperial Bank t—

']l‘]he:se agents will have ample funds at their disposal which will help
them. .

2330. What are the privileges that you think they will enjoy I—They
will have the privileges of enjoying cheap money. For this they remit
cheaply.

2331. Where will they get their money from and how wil! they remit
this money in turn back to the Imperial Bank of India 7—Through the
ordinary facilities of transport, by rail, post or by carta.

2332. Facilities of tranmsport of money will not be any better than
they are to-day -—Money can be sent in motor cars then.

2333. You have not thought over the difficulties of transport, have
youl—I have thought over the difficulties of remitting money but I
have not thought over the cost.

2334. Even to:day without being an agent of the Imperial Bank he
<an receive money in a village to be paid in Delhi, and remit by
bulloclg cart, can’t he —I don’t mean remittance facilities. I don’t
really understand what yon are driving at. What 1 say is that he
will have ample funds at his disposal for him to deal with

2335. Who will be responsible for these advances?—The Imperial

Bank of India and the agent jointly.

2336. Supposing the agent absconds, do you mean to say that the
Imperial Bank of India should loose its money—Certaicly, that will
come to that.

2337. L. Bal Kishen: Dealing with the condition of the middle clase
public servants and middle class traders, in answers to questions 48,
50 and 51, you say that ' an overwhelming majority of them have
parted with their houses during the last @) years or so, . . . *.
Further ‘on yon say:. “They have no banking facilities at all and their
standard of living ag compared to their incomes is too high to permif
them to save anything substantial . For such classes of people you
recommend co-operative banks, don’t you?!—I dou’t recommend that,
but co-operative banks would be welcome for them.

2338, Have you any clear idea about the working of these banks }-—
I have none and I have not studied the system of co-operative

banking,
Mr. Adishwar Lal.
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1tghe most suiteble form of banks for this class
co-operative banks’”’ $—These are not my
answers to the questionnaire but are only notes of Interviews which

Professor Chablani had with me. There is a good deal of difterence
between a statement expressed by oneself and o statement made in

an interview. That is how [ view it
2340. But in any case you have expressed-certain views, you adhere

to what you said?—Yes, .
341, Don't you think that co-operative banks are business concerns §

2330, But still you say
would undoubtedly be urban

—Yes.

312, Then how do you think they will be able to help such people
who, according to you, lead an extravagant life and who have no
gecurity to offer =1 don’t mean they are leading extravagant lives.
9343. Chairman: You mean people who live beyond their means¥—
Yes, they have to.

9344. L. Bal Kishen: As a banker you won't touch them whose
expenditure is beyond their income{—No. Without adequate security
for the money. _

9146. Then how do yon expect the co-operative banks to help them i—
It is difficult to suggest. It is for the co-operative experts to devise
ways and meaus.

£346. In reply to Lala Shri Ram's question you said that co-operative
housing societiea for middle class people would not work properly if
the rate ol interest is exorbitant ¥—My view ia that they cannot work
if interest rate is more than 4 per-vent., but it wae in the case of the
Lielhi Municipality with free funds.

2347. Have you any idea at what rate of interest money will be avails
able to be given to co-operative housing societies to enable these
nocieties to grant lang term loans for housing purposesi--You mean
from the publio or the Government? :

2343. From anywhere you can think of You may tell us about both
possibilities 1—I cannot say. I am not clear on that pnint and the
queation ia wide and vague,

8340. Profestor CMablani: You spoke about advancing funds to
industries in reply to Lala Shri Ram's question. To your knowledge
has any joint stock bank or exchange bank or the Imperial Bank of
Indis aver helped any major induatry in this city with finance 1—I can’t
ﬂmsboutoﬂm- banks. I know only about the Central Bank of

1350 T Jous dnovbedes the Oestrl Buck: of ndin e s adsanced
c' ] oun w in us i th e,lhi . .
but they are Anancing industries outside Delhi n the D city +—No,

g0l Would such financial advances to indust
periods i—Suck advances would boces .1:“ ‘:fn :{ be fur short or long

U2 No commercial bank f, .
period 1=They cannot do .:&n afford to lock up its funds for mny

5433, Dealing with the apecial needs of the middle clasa le in th
eity of Dellu you say that neither the Mumcipali:y nor m p(34:0-0e mpar:
:::: cli;pg;tmﬁt has donﬁe anything to tackle the housing problem. Do
y sider the prevauling rents for h i i o
8igh +—Cartainly they are uorbimnt?r cuses dn the Delhi city too

€34, Are they higher than the legitimate or fair interest which
4 x 1 the
:plh:h :\;n__k by the owner should bring him t—They are much more
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2355. So the- rentals, you comsider, are very much higher than the
fair charge which the capital sunk in the business would bear $-—Yes,

2356. May I know what you consider as a fair charge!—8 per ceat
may be considered a fair charge. .

2357. At what percentage on the capital sunk would you put the rentals
actually recovered -1t will be about 9 or 10 per annum,

2358. To your knowledge are there many landlords who are getting
9 per cent. or more than 9 per cent. pn capital sunk in houses in certain
localities of the city i—Yes there are many.
2359. If then money could be had in the market for long periods at
say 6} or 7 per cent per annum and if a man could actually get that
money and build a house instead of paying rent, he would be effecting
-abliaaving of 2} or 3 per cent. —Yes, and if land could be made avail-
able.
2360, Given suitable conditions regarding land, so far as mere capital
18 concerned there will not be any difficulty in borrowing money at
6% per cent. or 7 per cent. and thus effecting & saving of 2} per cent.
ar 3 per cent. in rentals ¥—That ig so.
2361. Your suggestions regarding the housing problem are restricted
;9 housing for the middie classes rather than the poorer classesl—
es.
2362. In regard to your suggestion of making indigenous bankers
agents of the Imperial Bank you say *‘I believe it is very desirable
to make the indigenous bhankers agents of joint stock banks or the
Imperial Bank of India in places where the branches of the joint
stock banka do not exist”. Under this system will the Imperial
Bank havé some guarantee from its agent to enable the Bank to
fall back upon it in case the man becomes unreliable i—Yes, certainly.

2363. '‘And eo far as the priyileges are concerned weuld yon have s
graded system or would you have & uniform ratet—It is better to
have & uniform system rather than a graded one

2363a. But if the guarantee is of all grades, the privileges too must be
graded, otherwise the bank will incur too much risks#—Yes, that is
2364. In the case of middle class people who have no securities to
offer you suggested the co-operative banks. Do you think that the
security or credit of the middle elass people absolutely worthless or
that by co-operation their security could be improved $—I dor’t say
they are abaolutely worthless and I agree that by co-operation their
~credit would be worth more.

2365. Will the security offered by them be increased if there is joint
liability insiead of individual liability #—Yes.

2366. Regarding the question of account keeping you expressed your-
self in favour of a better system under which accounts would be sub-
jeet to audit. Don’t you think that auditing means some charges,
fees of a qualified anditor and so on 3—Yes, certainly.

2367. It will also mean 2 certain amount of establishment charges
because they will have to publish their balance sheeta, etc. 1—Yes.

2383. Would vou then consider these people nnreasonable when tHey
say that no “Btatutory obligations shounld be placed on them withoutf
giving them a certain amount of privileges 1—Certainly; they wil be
within their rights if they ask for some privileges in return,

Mr. Adishwar Lal, ‘ '

it
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2369, Mere restrictive regulation alone would -create practical diﬂ‘}cul-
ties, without giving them any corresponding special privileges. Is
that your view?—Yes. At present the general feeling of all classes
of people is to sgueeze them out.

‘9870, In answer to question 77 you aay that ‘it is the competition off
the Imperial Bank and the Exchange Banks in larger centres that im
hitting the indigenoua bankers Very hard. So far as the Indian joind
stock banks are concerned, they cannot afford to give better
facilities to indigenous bankers, and the competition between them in
my opinion is & fair one. Competition mostly comes from the Imperial
Bank and the exchange banks where they have opened their
Branches . Tn answer to Mr. Gray you suid you were in favour of
getting cheap money from wherever it came. 1 am puiting it to
you: 1g it better for India to have a widespread banking system and
to heve the indigenous banker flourishing than to have cheaper credit
from a foreigner who may squeere out the indigenous banker by
vompeting with him by means of their cheap money I would certainly
prefer to keep the indigenous banker flourishing.

2371. Regarding the use of cheques in vernacular you expressed aome
difficulty in having them in Vernacular. That diffioulty is mainly one
<f clearing them t—Yea,

2372, Now, supposing all the chequea in vernagular are checked and
marked in English at the clearing house by an endorsing shroff then
gannot that difficulty be got over I—If the man who es that en-
«dorsement in known to the bank then there is no difficulty,

2373, ‘o then if yon have some recognised persons as endnrsers then this
diffioulty of the vernaculars could be got over, is it not+—Yes.

237d. When you suggest that the indigenous bankers should be
appointed as agents of the Imperial Bank of India where the latter
‘have no branches, do you imply that these people should be appointed
in the w or only in the mandis where marketing is done ~Only
in the mandis beoause there is very little to do by way of transactions
in the villagen,

2378. So what you have in mind is not an isclated money-lender in
the villags as an agent of the Imperial Bank but du-oj: in
mandss whers there are no branches of the Imperial Bank of India oz
even of the joint stock banks }—Yea,

‘8376, With regard to the marketing ocentres, is not remittance done
fmly tthmugh the Government treasuries in some of those placest—
wan't say. .

"$377. Don’t you think that in places where there are Government
treasuries money can be remitted through them t—It may be possible.

'3378, 1 the deposita are mads in the mandis to some agenta of the
Imperial Bank and the former receive them "on behalf of the latter,
thould the ageats remit the money to the headquarters of the Bank
or should they be allowed to keep it for local use +—The agents should
be allowed to keep a large portion of the collections with themselvea.

3% A limit will then have to be fixed up to which such an agent can
keep money with himself-—a limit determined by the extent of the
gusrantee given 1—Yes.

230, The more the lcoal deposita are utilised in the centre the leas
;e-ed there wili be to rend money to the headquarters of the bank #—
-
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2381s In answer ‘to question 55 you have said, “ Owing to the inciease
in stamp duty the persons willing to discount Aundss prefer to lend
mopney in the form of a deposit ‘with the borrower in order that with
a lower duty payable to Government a margin of interest be left to
them, eic.” Don’t you think if there were re-diacounting facilities the
advantage of turning into cash and making a large turn-over of the
business would tell heavily in favour of the Aundi?—Yes.

2352. So, even with the existing stamp duty, the facilities of having
& larger turn-over would be a great sdvantage in favour of a trade
bill if there were pimple re-diseounting facilities I—Certainly so.

2383, Rei Sahib Kanwer Motilel : In answer to question 566 you say
* Some of the old banking families which at one time commanded
great prestige in the local market and otherwise have discontinued
their banking business during recent years'. Why is it so 1—Because
of competition, lack of funSs and insecurity.

23684, Youn say ‘‘ Business at the preseni time is generally slack and
the indigenous shroff hus more than ample funds for the business
offering itself ’. Don’t you think that for the last ten years the
rates of interest are keeping rather high i—Yes,
2365. So when there are ample funds why should interest rates rule
high in -the market 7—That is due to lack of good security.
£386. Do the indigenous bankers generally help the trade, agriculture
and industry of the country with finance or notj—Yes, they do help
industries and agriculture in .general but not in the Delhi city whick
is an urban area. )

(The witness withdrew.)

Mr. NARAIN SINGH, Honorary Secretary of the Central Co-
~operative Bank, Ltd., Delbi,
Oral evidence {(conciuded).*

2387. Professor :Chablani: Will you kindly refer to your answers to our
special questionnaire for the Central Co-operative Banks? In answer
to question 7 you have given us details of the balance sheet of the
Central Co-operative Bank as it stood on the 31st August 1929. Is the
figure Rs. 24,500 given under Reserve Fund correct 1—I am sorry there
is a mistake. The figure ocught to be Rs 14,500,

2388. In answer to question 8 you give the figures under the head ''By
individuals’’. Possibly you mean individual members of co-operative
societies I—Yes. t *

2389, Similarly in the case of “Deposits’’, they are really the deponits
of the members only —Yeas.

2390. Could you kindly supply us figures of deposits of non-members-
geparately for individuals and local bodies I—Yes.

2391, Please give us figures for as maly years as possible i—I shall do
BO

" - .k
2392. Evidently question No. 10 of our special questionnaire has pot
been understood properly. What we wanted to know was the reserve
for normal requirements and the reserve to meet emergencies 1—At pre-
pent there is no special distinction made between normal requirements
and emergencies. :

* Continued from page 134.
Mr. Naratn Singh.
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2393. Supposing 8 crisis happens then what will you do1—There will be
plenty of margin left. '

2394. Further on you have given us your fixed deposite with the rates of
interest. What we really want to know is the amount of deposits under
each of these heads mentioned by you separately for the last 3 or 4 yearst
~] shal] furnish those figures.

2305. In answer to question 17 you say that ‘‘the members call at the
bank to receive consideration money of the pro-notes”’. Do they come
from the villages to the city to take the money #—Yes, they do.

2388. Which mean unnecessary extra expenditure i—Yes. -
2367. You are getting your accounts audited every year, is it not 1—Yes.

2308, Would you pleass favour us with your audit notes for the last 2
or 3 years !—I shall send them on to you.

2399. You also get the audit notes of all the societies affiliated to the
Central Bank }—Yes.

2400, At the annual meetings of your Directors have you ever discussed
the audit notes of these societies I—No.

2401. Is it becauss of the indifference of the Directors or you don’t think
it is your business at all to do sot-—In fact the restrictions of the De-
partment are a8 strong that we cannot criticise them to any extent.

2402, Chairman: 8o, you don't think you are expected to do that i—No.

$403. Prof. Chablani: According to the Maclagan Committee Report
Central Banks ought to keep as fluid resources a sum sufficient to meet
half the fixed deposits falling due during ensuing year even if no fresh
deposits were received and no repayments of loans made. Have you
ever worked on that basis conscientiously i—During the past few years no
attempts have been made to do anything in that behalf. Generally
we keep back some un-utilised funds for that purposs. '

8404, Each society keeps a certain amount for meeting urgent require-
ments out of repayments made acoording to its kishtbandi i—Yes,

2403. And when the actual realisations are made they send you only a
pert of it, is it not }—Yea

2406. Who determines this ratio, how much they should ¥eep to them-
selveq and how much they should send on to you '—They themeelves
decide the question,

2467. The Central Bank has no voice in that {—No.

2408. Have you not been sometimes raising fresh depqsits in order to re-
pay your matured deposits I—~Not very often.

2409, I shall quote to you an example. In 1923 you actually raised a
deposit of Ra. 84,000 from Seth Ram Kunwar in order to repay a deposit
for Bs. 80,000 and odd which was due for repayment, and then again
when Seth Ram Kunwar's deposit matured you raised fresh deposits
from Yhe Muicipality and District Board s pay it up 1—I can't say how
things stood in 1933,

2410. Will you kindly look up your 0ld records und find out whether
these facts are correct and inform wa about the exact position +—Yes.

11, Do yon know whose business it is to see that the loans are properly
utilised by the members of co-operative sovieties I—Possibly the In:pec
tors or the Sub-luspectors of co-operative socictics, I do pot know.

8112, Are they supposed to makw a report to the Central Bank in casea

of mis-application of funds by the members |—They have never n:ade
such & report so far.
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2413, You don’t think that it is their duty to make such a report to
you +—I have received a circular from the Registrar of Co-operative
Societies in which strict orders have been given not to question the
-object for which loans are taken, Such being the case there is no ques-
tion, so far as we are concerned, whether the loans are taken for pro-
ductive or unproduetive purposes, or on being advanced, they have been
utilized properly or not. '
2414. Is it a fact that some of your depositors have been taking only
a nominal interest —I am not aware of such cases.
2416. Shall I give you an example? Seth Ram Kunwar was taking only
3 per cent. interest for some time {—Such instances must be few and
far between, if at all. .
2416. And there have been some deposits from Mohawmeadans without
interest I—It may be of small amounts some years ago but that is not
the cagse now. -
2417. Could you piease find out for us the exact figures under each of
these heads separstely i—Yes, I shall endeavour to do so,
2418. Are the deposits of societies in the Central Bank mostly from
thrift societies or from co-operative credit societies 7—They are mostly
from co-cperative credit societies. Thrift societies have put in no
money practically. i
2419. Do you allow interest on current accounts —No, except to the
Municipal Committee and that up to a limit of Rs. 10,000 only.

2420, Are you aware that one of the functions of the Central Bank is
- to advance the funds of societies 7—I am not aware of that.
-2421. To your knowledge has the co-operative movement been able to
iower the rate of interest in the mofussil #--To some extent we have
'been able to reduce the rate of interest, .
2422. Could you give me any instance in which the rate of interest was
in a particular villege higher some years back and is to-day lower }—-
‘We have gat co-operatiive societies in villages which certainly have
.affected the money-lenders by lowering ite rates.
2423. That is to say, in villages where there are societies the rates of
.interest are lower than villages where there are no societies }—Yes.
2424, Has the rate of interest gone up or gone down during the last
decade —About the last ten years 1—I cannot exactly say.

-2425. What is the general impression in the mofussil ; are the rates higher
.or lower today —The last two years have been very bad years.

2428. Is it the general impression that the rates of interest aré higher
to-day or that easier times have come?—I think difficult timea have
-come.

2427, Have you any personal acquaintance with the actua] workjng of
sny primary society —I am not personally acquainted.

2428. Are you aware that in the mofussil areas during the last 17 yesrs
amore land has been redeemed than mortgaged i—Yes. R

2420, Is that because the agriculturist today does not need to mortgage
his land or is it because the mortgages of' Mgriculturists are cons-
.dered worthless by the professional moneylenders+—Some times funds
are not available, but in fact mortgages have not decreased. The
revenue authorities have erred to some extent in preparing the statistics.
The difficulty is that sometimes the same land is mortgaged twice or
«ven thrice.

Mr. Narawn Singh.
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2430. If it is mortgaged twice or thrice, it muet be entered twice or thrice
just as it was redeemed twice or thrice. Why should there be any mis-
take {—-If there are earlier mortgages subsisting and they are redeemed
twice or thrice, there must be more redemptions than mortgages.

2431. But the general amount of redeemed ares is very much greater
- than the amount of area freshly mortgaged, which is possible to be ex-
plained away by two things; either the agrienlturists are getting more
prosperous or that the mortgages are false i—Neither. There might be
inaccuracies in preparing those statements,

2432. You mentioned something aboat loans in kind, What is the rate
of interest charged on loans in kind /—That depends upon the prevail-
ing conditions, No hard and fast rules are laid down for all areas; in
some places it might be lower,

2433, What is the rate of intereat on loans in kind ?—It is generally
‘sawai’’ or one-fourth, sometimes between one-fourth and half.

2434, That means that the loan ia taken in kind and repaid in kind and
@he.caloulutionu are made in maunds of produce. Is that the practice
in isolated villages or is it fairly general 3—I think it is fairly general.
2435. At the time when the agriculturist borrows for seed purposes in
kind, the rates of produce are higher in the market i--Not necessarily.
2436, Take the month of October. Is not the rate of corn ordinarily
high in that month than in April or May 1—Yes, R

2438a. So that when & man gets 6 maunds in April for, 4 maunds in
October, and converts it into cash at the market rate it does not come
to 85 per cent. interest -—Even when it is higher than the market rate
of interest.

2437. How +—Sometimes for two months you get 25 per cent., even by
valuing the price of the corn at that time and at the harvest time, the
oreditor realises a high rate of interest. :
2438, Is not thers a difference of 10 ts 15 per cent. in the prices
between Octuber and May !—Yes, there is a difference of 10 per cent.
2430. That 10 to 18 per cent. must be deducted out of his net earnings
when caloulating interest t—Yes, it must be deducted.

2440. You have given us certain rates of interest in your memorandum,
Have you in any ooncrete case followed the transaction right up to the
time of final recovery I—I have. . .

$441. Ia not there a wide gap between the stipulated rate of interest and
the actual realisation by execution of a decree I—There is some gap.

3442 When the agriculturist lends money on mortgage with possession
instead of lending money on mortgage without possession, his net reali-
sation a3 income from the land comes to be much lower than the stipa-
:‘ﬁ rate of interest —Yea, it in lees, but I cannot say definitely how

443. Which means that this difference between the rate of interest in
mortgages with possession and mortgages without possession is really
due to the fact that 1n one case there is certainty of recovery by way
of produce and in the other case there is not +—Yea, it is so.

244, You have suggeated gomet.hin's like the moneylenders’ bill. Will
by:\[ :lml:c‘!’o the agriculturist moneylenders also#—I think they shounld
included,

M4& Will you also include persons who do moneylending oeccasi 3
for instance, the Government pensionsrs F—S?::r :.8 ngnn:lnt:ga

-
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moneylenders and these pensioners are concerned, the complaints are
not many.

2446, Would you include these people I—They may very well be includad.
2447. Would you also include traders who give commodities on credit

~ and charge interest after short periods —1I think so.

2448. Is the village moneylender primarily a retail dealer, is he not i—
Yes, he is.

2448. Is he a small man or a big man generally 7-~When compared with
other. villages or urban moneylenders?

2450. As compared with the moneylenders in other villages and also
such people in the cities i—He is neither too big nor too small.

2451. What do you think must be his average income?—I cannot cay
definitely but compared to other villagers his income is that of an aver-
age family in the village.

2452. How much a year is sufficient to maintain hie family i—For an
average family it may be about Rs. 50 per mensem.

2453. Is he himself & worker, or is he a man who employs hired labour 1
—He himself is the worker,

2454. Just as you are inclined to protect the borrower, will you be in-
ﬁl.medlfto protect the honest creditor {—He can very well take care of
imself.

2455, If an honest creditor does not want to live by usury or by oppress-
ing his fellow peaple, but all that be wants is a fair margin of interest
actually realised, would you be prepared to give such a man facility
for recovery i—He has already got sufficient facilities. :

2456. Then why is there the gap between the actual realisation and the
stipulated rate; does the same gap exist in the case of co-operative
societies 7—No, the margin is less.

2457, Therefore, i1f this margin actually becomes less by facilities of
recovery, will an honest creditor be inclihed to lower his rate of
interest I—Even if we offer the safeguards he will not lower his rates.

2458, If he is compelled by law not to recover above a certain rate of
interest, would you give him any facilities for full recovery i—In that
case there is no harm.

2459, If all that he wante in return is ample facilities for recovery, so
that the difference between the stipulated rate of interest and the realis-
ed rate becomes much smaller wonld you allow him such ample facili-
ties for recovery, provided he binds himself down to charge a reasonable
rate of interest?-That is a question of opinion. My fair opinion is
that he has got enough safeguards at present,

2460. Youn yourself say that there is a wide gap I—His investments may
be bad; there might be other defects. -
2451. Should an honest creditor who a&ccepts the limitations imposed
upon him by statute be given full facilities of recovery —Yes, he may
be given; there is no harm. ,

2462. You would not limit your legislation only to rural n.real;, but you
would extend it to nrban areas as well {—It.can equally be extended to
urban areas.

2463. Would you be satisfied if an honest creditor paid the loan in cash

.to an agriculturist by a cheque on your (zntral Bank, eo that the

Central Bank may maintain a running account !—Experiment has not
been tried.

Mr. Narain Singh.
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2484, Will you be satisfied if a cheque is drawn on your Bank or on
a Post Office, because then there will be no question of his keeping
accounts in the form you wish him to keep them. Money will be paid
by you and payments made through you and automatically there will be
proof of mouey baving been paid or repaid +—Yes.

2465. Turn over to your answer regarding mortgage banks. You say

that the mortgage banks can advance for the sinking of wells and agri-

cultural improvements. Your primary cbjéct is to finance land im-
rovem;nt;. Is not the takavi system also for land improvement —JI
on’t think so.

2466. What are the difficulties $—Enough money is not forthcoming for
that purpose. Besides money has to be returned within certain yeara
and people are put to very great personal inconvanience.

2467. And expense as well ?—Yes, to some extent.

2468, How much amount for land improvement can such a mortgage
bank actually lend with safety, considering the Land Alienation Act
and the existing heavy indebtedness, for such improvements+—I don’t
suggest that loans for land improvement should be given to all people,
but only to those who are either free from indebtedness or not mdebt-
ed very much.

2469, But you say such persons are few —Yes,

2470. You suggest that the margin should be 50 per cent. of the loans
advanced. What percentages do you think have not already reached
]t_his_ limit of 80 per cent.!—]I think very few must have reached this
imit,

2471, Among the indebted people who have mortgaged their lands, only
& few people have reached the limit of 50 per cent. }—Yea.

2472, Do you think substantial amounts of money can be raised in Delhi
from the sale of debentures issued on the security of land —I think so.

2473. Do you agree that to the extent that the Land Alienation Act
ex{gt-s, the security on which debentures can be floated is materially less?
—~Yea.

23474. Do you realise that if Iand is leased for 90 years and money is
not paid for 7 or 8 years, there would only remain 13 years’ lease, and
do you think if thia 13 ysars’ lease were publicly auctioned in the case
of non-realisation of the loan, a substantial number of people would be
found willing to taks such leases when a number of such lcases are anc-
tioned !~ caunot say; people might be found.

2475. Do you know that if land is sold by public auction, the price
realieed is very much less than when sold by private negotiations }—
Certainly, it is losy.

3476, If the market is offered at one moment a number of 13 years’ leases,
how much money do you think can be realised as compared to the mort-
gnge money 1—I have not thought over this question.

M77. Do you know that an ordinary depositor of any bank can add his
interest to the principal after one year +—Yea

M78. So that a debenture holder who advances money instead of keep-
ing & deposit in the central bank will consider this L.nt when he buys
the debenture, and taking that into sccount for how much a debenture
for Ra. 100 will be sold if it in payable after 10 years +—I have not made
any calonlations of this sort.

M. Kanwan Nots Lal: In your memorandum you say that if the
grant of such loans is made on the recommendations and through
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central co-operative banks, much greater benefit will acerue to the
borrower under this Act. In that case will there be no delay *—Even
now it takes about a month to grant loans.

2480. But now the officer in charge is only one and then there will be
two officers and consequently more delay 1—No, that will not make
much difference. Now the Revenue Officers do not meet their demands
aa they ought to do.

'2481. In answer to Question 21 you say that ‘“‘the cultivators may be
eble to raise. money on the produce at the least possible rate of interest,
At present no facilities exist’””. How can you say that thers are no
‘facilities. Have you any personal experience '—Yes, it is my personal
experience, being a zamindar.

2482, Can you gqueote any instance I—My personal experience, and many
instances will be forthcoming.

2483. Do the zamindars mostly bring the produce to the mandis, or the
sahukars 1—I think the agriculturists do so.

2484. In reply to Question 64 you say that there is great prejudice
againat the indigenous banker. Do you méan the moneylender or the
indigenous banker —I mean the money-lender.

2485. DNoes the co-operative -society make recoveries at the time of
baryest 1—Yes.

2486. Then if the moneylender makes recoveries at that time, where is
the harm ?—Recoveries are not harmful, but his tactica are harmful,
because he takes away all the produce and does not leave anything for

the requirements of the agriculturist.
(The witness withdrew.)

Mr. Narain Singh.
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Repliss to Uiw quuﬂailnlirl.

24587. 3. The rates of interest stipulated in urban areas range between
8 and 9 per cent., and those in rural areas between 12 and 18 per cent.
The stipulated rates of interest depend on the nature of the security
agninat which the loans are advanced and the financial position of the
debtor. Money advanced in very small suma (say, in sums varying up
to Rs. 100) to persons with no assets whatsoever ¢s occasionally given
on as much as 24 per cent. This does not mean that these are the rates
of interest actually realised by the creditors, The interest is generally
caloulated on the running account at the end of the year, but when &
balance has been atruck and the amount due settled, interest is calculat-
od at simple intereat little before the limitation period of three years
expires. o eatimated interest for the first year is, in rural areas,
sometimes deduoted fram the primeipal advanced. Reocovery through
courts is generally avoided. The village moneylender imagines that he
has got & sort of & right on the agriculturist’s crop for reco

of
his money and generally demands his money when the crop hav:rgeon
cut and before it is removed.

$488. 13. The system of loans in kind for seed purposes round about

Delhi is generally as follows. The creditor gets 1} times the quanti
lent out?;himabtheﬁmeofthe hmge t - W

There is no difference in the rates of interest on loans advanced
for permanent improvements and those given for other special needs,
except in g0 far as results from the nature of the security offered in the
two cases. It generally happens that the borrower borrowing for capi-

tal and permanent improvements has a better security to offer and
therefore pays a lower rate of interest.

2480, Except in the case of bonds no period is generally specified. The
security against which money is advanoed is in some cases ormaments,
but i most cases only the general assets of the borrower.

%490. Ordinarily the loans are repaid when the'crop is ready.

$491. The ratea of interest stipulated in the case of loana without
curity are generally exorbitant, bus not only the tiskof'llodng :I::;
capital iz usually very greas but even when recovered, repayments in
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small doses and spread over a long period of timre are made. Besides
this at the time of settlement very ample reductions are made, bringing
down the net return much below the stipulated rate. Taking the
actual net return into account, we do not consider the stipulated rates
of interest in any way exorbitant.

2492. 55. The following are the communities which practise indigenous
banking and moneylending in this Province :—

.

Agarwals (vaish and jains), jats and gujars.

2493. 56. In the village areas there are practically no bankers in the
rezl sense of the term. There are moneylenders who combine in them-
selves the functions of a parchunia (retail provision dealer) with those
of lending money. Thiz ig mainly necessitated by the practice of
advancing loans in the shape of food stuffs and other necessaries of
life and receiving back produce in payment of the loan.

2494. Among the rural income-tax aspessees of this class there are not
more than 30 per cent. people who live exclusively on money-lending,

2495, In the city money-lending is usually combined with business in
gold and silver, and the banker in this area mostly combines the
banking business with all sorts of trade. Hardly a few are pure indi-
genous bankers.

2496, 58. The Income-tax Officer, Delhi, has already given a statement
showing the amount of capital employed, the expenses incurred and
the earnings from interest.

2497. Therz is no relationship whatscever between the city banker
and the village money-lender, The village money-lender, however. has
got dealings with the money-lenders or shroffs of small towns in his
neighbourhood, 7.e., Mahrauli, Najafgarh and Narela.

2498, 81. The village moneylender confines his operations to his own
capital generally, and in times of emergency he supplements his own
capital by means of borrowings from others engaged in the same trade
or business. It is very seldom that he reeeives deposite as banke do,
but occasionally has got deposits of some of his relations with him.

2499. The indigenous banker in the city invests partly his own capital
and partly raises funds by selling hundis in the market and receiving
deposite from others. The latter, however, are generally declining, and
most of the deposits with the indigenous banker in the city are those
of his relations and friends. A general estimate of the deporits may
be made from the figures already supplied relating to interest paid on
deposits by the indigenous bankers,

2500. 82. The rates of interest allowed on deposita vary between 3 and
5 per cent, according to the credit of the indigenous banker and the
general state of the money market. These rates do not vary in differ-
ent seasons. One indigenous banker charges to another geperally at
8 per cent. without any security.

2501. 83. The figures in statement referred to in answer to quéstion No.
81, show that the average rate of estimated interest comes to about 10
per cent., but the actual realisation as a matter of fact is much less.
2502. 64. There is no prejudice either against the indigenous banker or
the moneylender in this Province. "y

2503, 5. The figures supplied in- statements referred to above show
that the net income estimated by this Department in the case of rural
moneylendera and bankers varies between 8 and 11 per cent. and that

Seth Permanond Jain.
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of the urban area bankers and moneﬁenders a little below 8 per cent.
My own impression is that indigenous banking business is declining
in rural areas and dncreasing in the towna.

2504. 88. The indigenous bankers and moneylenders cannot meet all the
demands made on them both on account of the insufficiency of the work-
ing capital and of the unacceptable nature of the security offered.
2505. 89, No: but there is a marked tendency in the villages to with-
draw money from the viliages and re-invest it in the city.

2504. 81. The babit of the people to hoard gold and silver as a form of
investment is greatly weakening, but ornaments made of gold and
silver are coming into increased use among a larger class of people
than before. An estimated annual average of the amount of gold and
silver (based upon three years’ figures) sold by the income-tax assessees
among the gold and silver dealers has already been supplied.

2507, 80. The following figures indicate the interest on Government secu-
ritiea on which tax has been deducted at source by the Treasury
Officer. The figures seem to suggest that whenever business condi-

tions are bad, investments in Government securities go up. -
Interest on
- Goveroment
Yean, securitios
assensed by
th Treasury
Officer.
1918.19 .. . . . . 68,938
191920 .. . ‘e . . 58,336
1920-21 .. C e . . . 44,824
1021.23 .. . . . 71,280
102223 .. . .- . .. 82,378
1023-84 .. .e . .. 118,560
1024-25 .. . e 78,490
1925-2¢ .. .. ‘e . . 76,328
“1926-27 . . . . -»  1,16,053
1937-28 .. .. . “e .-+ 3,306,234
1928.29 .. - . .. o 548,234
Oral evidence.

9508, CArirman: You are the Income-tax Officer i Delhi
Circle +—Yes, District aide. i chargs of the

209. Your office heres i bordinate to Commis
sioner of the Punjab !—-Yu.“ " a9 o the Income tax

2810, Could you kindly tell us what the total revenue from income
tﬁtﬁh&uhﬁnmhb—lthnmhﬂhkhsufrume:em&a%i&id
by 3

#511. How much is realised from the Delhi city i i
are mostly froe the Dolet ce city itself $—The eollection

2312. What proportion of it? Will it be abous two-thirds +~Muoch mon
than that

2313, Very little from the suburbas +—Yea
VOL. IV
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2514. Has the income.tax revenue been increasing during the last tem

iy;;ea.rs 1—Yes, more or less since the present Department was reorganised
1922,

2515, By what percentage has the income increased 7—I could not tell

you that, but the increase has really been due to increased vigilance

and better administration of the Department.

2516. And you don’t think it is due to increased income of the people
generally 7—I don’t think so.

9517, Lala Bal Kishen: In answer to guestion No, 55 you have said.
that the communities which practise indigenous banking and money
lending in this Province are the agarwalas (vaish and jains), jate and
gujars. They are mostly doing the money-lending business in the rural
areas, is it not !—Yes,

2518. Do you think the jat and gujsr money-lenders are on the
inerease —Yes.

2519. Later on ip answer to question No. 89 you say “‘there is a marked
tendency in .the village moneylenders to withdraw money from the
villages nnd invest ‘it in the city’”’, Do you mean the agriculturist
moneylenders 7—No, the non-agriculturist moneylenders.

2520. The agriculturist moneylender has gradually faken the place of
non-agriculturist moneylender in the villages, is it ?—Yes.

2521. From your experience of both the agriculturist and the non-
agriculturist moneylenders do you find that the former method of
business are just the same as of the latter —Agriculturist money--
lenders are not so clever but they are harder.

2522, Money has not become cheap to the borrowers because of the
‘iNntroductfion of the new class of agriculturist money-lenders, has it —
o. .
2523. What ig this~migration of the non-agricultural moneylender from
the village to the city due to7—Because he gets a better security for
his money in the city than in the village. It is more risky to deal
with the rural population.
2524. Why "—Because the korrower does not pay back regularly in the
village. .
9525. In answer to question No, 58 you say that ‘“the money-lender in.
the village is 2lso a provision dealer in most cases and this is mainly
necessitated by the practice of advancing loans in the shape of food
stuffs and other necessaries of life in kind”. Is this due to the fact
that in the village, an average man has not got cash enough to buy
his necessities in cash and therefore the moneylender has to combine
the two functions together or for any other reason I—It happens this
way. When a loan is advanced in kind it is also repaid in kind and
so the money lender has to find out other avenues to deal with the
stuff and so naturally he resorts to lending in kind as well.

2528. Profes-or Chablani : Is this note of yours based upon your general
impressions or is it based upon a serutiny of the actual cases that have
come to your motice officially 7—This note is based more or less
entirely on the records maintained in my office; and it has been
prepared in consultation with practically all the income-tax officers and
the other executive staff of the Department in Delhi.

9597. May I know who the other officers are?—Three income-tax
officers, © assistant income-tax officers and 4 inspectors.

9528. What are the duties of these inspectors? Do they go round to
make local enquiries i—Yes, they do. -

Seth Permonand Jain.
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$539. Bo then this ote of yours has been prepared by men who have
had considerable knowledge of the actual business of the income-tax
aeaegsees in this Province 1—Yes. :

9530. And it may be presumed to represent the general comelusions of
your entire staff including two of your colleagues I—Yes.

2531, You have sent us two statements one showing the net income
estimated by your department in the caee of rural meney lenders and

bankers and the other giving figures for both the rural and urban
areas conjointly i—Yes.

2532. Have you got the figures for the urban areas separately i—The
difference between the twe figures will give you the estimated amount
for urban areaa.

$533, I would like to know whether yon have exeluded the deposits
of the joint stock banks in the urban areas from the figures of

deposits you have given us 1—Deposite of joint stock banks have been
excluded from these statements.

933¢. Nor do the income-tax figures repreeent any income of the
joint stock banks1—Noe.

2335. In anewer to question 65 you say “‘our own impression is that
indigenous banking business in declining in rurel areas and increasing
in the towns’’. DBy indigenous banking you mean here money lending
or the businesa of sAroff 1—Yos, money-lending. There are practically
no shmf; in rural areas. )

£538. And not the Aundi business +—No.

2537, In vonmection with your estimated annual sverage amount of
gold and silver sold by the income-tax assessees among the gold and

gilver dealers, I suppose you have excluded the business done by the
joint stock banks +—Yea

2538, Then what do thess figures fesily vepresent!—We bave given
you thess figures from our own records for dealers in gold and silver
with whom we were concerned.

9539. These dealers may have made their parchawes of gold and silver
directly from other dealers outside the Provinee and they might have
also received & part of the supply from the joint stock banks as well,
is it not!—Yeas, it is very likely.

2540. Now from your own experience of the department can you roughly
tell us how much of this gold and silver sold by Dethi dealers may be.
presumed to be consumed by the people of the Province as against
those purchased here but consumed outside the Province +—My own
impression is that most of the gold that is purchased in Delhi is not
nsed uﬁ_m the city or the Province itself but is sometimes used wp :r
piaces like Panipat, Sonipat, Rohtak and other places

2541, What I am asking you is whether towns like Amhala, Amritsar,
Cawnpore, Lahore, ete.,, don’t make their purchases of gold and silver
here in Delhi 1-—No, they don't _

2542, Roughly apeaking, what do you think must be the proportion of

gold and silver sold by Delhi dealers to people outside the Delthi Pro-
vince 1—I can't tell you.

2343 Would yon kindly consult your stalf and tell ua the result of
your enquiry +—I shall try to find that out if it is possible acd let
You know,

344 Regarding income-tax on income from Government securities, [
suppose von have excluded the figureq of securities held by banks -
Yes, and thoss held by charitable institutions and by people whoee
VoL, IV R
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income is not assessable. I would like to modify my answer. Possibly
some of the Becurities held by joint stock banks might also have been
included here.

2546. You are aware that the head offices of all joint stock banks
that operate in Delhi are outside Delhi and the banks’ Government
securities are held only at the head officest—Yes; then it has been
excluded altogether.

'2546. It is only the head offices of these banks that invest in Govern-
ment securities I—Yes.

2547. Regarding the rate of interest prevailing in rural areas, I suppose
¥ou have for moneylenders who do not give you actual accounts, some
kind of rough working rules for purposes of assessing their income-tax
which are based upon the experience of recorded cases 1—Yes.

2548. Quite a large part of what you call the estimated rate of interest
is merely a presumptive rate of interest for the purpose of assess-
ing income-tax $—Yes.

2549. And when you say that the actual realisation by these village
money lenders is less than the stipulated rate, that too is based on a
certain percentage of cases which have come to your knowledge offi-
cially #—Yes, as & matter of fact I have added a note about that,
2550. That is what I wanted to know. Thank you for your assisiance.
‘2551, Kanwar Moti Lal: You say in answer to Question 12 that the
creditor geta 1} times the quantity lent out by him at the time of the
harvest. Is there any difference in rates at the time of lending produce
for purposes of seed and at the time of the harvest —When the produce
is lent out for seed purposes the ratea are higher than at the time of
the harvest. .

2552. Then the actual rate of interest is not 25 per cemt., but it is
much less 7—Of course sometimes it comes to much Jess thap the actual
price of the produce lent for seed purposes.

(Witness withdrew.)

The Committee then adjourned till 11 A. M. on Wednesday, the 16th
April 1930, at New Delhi. ;

Seth Permanand Jain.



909
INTERVIEWS.

Notes of Prof. H. L. Chablani’s interviews with Mr. S. C, Fozdar,
Agent, Central Bank of India, Ltd., Delbi, regarding Question
Nos, 55-86 of the Committee’s Questionnaire, on 7th, 9th, 10th,
15th and 16th October 1929, and 15th and 28th January 1930,

8553, Delhi i easily. the biggest banking centre between Caleutta at
the one end and Amritsar at the other end. It has banking transac-
tions with almost all the great mandis in the Punjab on the one side
and the United Provinces on the other. It is a financing centre for
mandis like Bhatinds, Panipat, Rohtak, Kosi, Biwani, Ghaziabad,
Hapur and Meerut. 1t has not only direct commercial dealings with
these mandis, but it is also the financing centre for business between
these mandss and other commercial centres in northern and central
India north of Bombay. It is the connecting link with the various
commercial ocsntres in gorthem India in the financing of both export
sand import trade mainly through the agency of artias. It is more a
centre of collection business, in demand biils than of trade in commo-
dities for other smaller centres. As a mands of commoudities, it is &
‘market to & limited extent only.

9554, 56-68. The indigenous banker in Delhi does not finance agri-
oulture; hs helpa trade and to a limited extent industry, but keeps
no deponaits with any industrial concern.

9858, Indigenous bankers do not take any regular current deposita, but
they compete with established joint stock banks for fixed deposits.

They keep their fixed deposite with banks only when the market
rete of interest is low. Supposing the mwarker rate ut any tme of

the gear is 3 to 4 per cent., they are then prepared to kcep money in

fixed deposit with the bank at & higher rate, say, 6 per cent., for a year

or 80, coming back to the bank for an overdraft against the same deposit

on a little higher rate of interest, when the market rate makes it profit-

able for them to borrow at the bank’'s rate and invest it at a profitable

rate in the basaar. The rates on deposits offered by the joint stock -
banks do not always follow the market rate of interest in the city,

because the bank considers the average rate on which they can accept

deposit throughout the year in view of the poseibility of investing

funds not enly in this city, but also elsewhere in grain centres at »

more profitable rate. ~

2388. The joint stock banks here generally do re-discounting business.
Of the total discounting business in the city cearly 75 per cent. of the
_bills are beld over for maturity by the indigenous shroffs themselves,
the remaining 25 per cent are offered to the banks for rediscounting.
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About 60 lakhs worth of billa are purchased by the bank from the
- indigonous shroffs every year on the various towns, mostly the ports
except Madvas. No nsance Aundis from mofussil centres round about
Delhi ever comes to the Delhi banks for discounting. The indigenous
bankers purchase the demand bills themselves from the surrounding
mandiz at a rate of exchange ranging between § and 5 annas per eent.

1
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A bank sold 1} crores worth of drafts in a year on itsa own branches at
the port-towns. It is a practice gmong the indigenous bankers gene-
rally to take full advantage of the absence of branches of joint stock
banks in the mofussil. They sell hundis in the shape of demand drafts
-on such entres at a very high rate of exchange, but they rarely do this
in the case of bills on port towns or inland centres where theré are joint
stock banks’ branches. Bo far as the port owns are concerped, the indi-
genous banker buys demand bills from the mandis and sclls them to the
banks. About 2 per cent. of the usance bills rediscounted by this bank
are drawn on inland commercial cemtres such as Amritsar, Lucknow,
Cawnpors, ete, . ‘

2557. The kundi business in Delhi is not confined to professional shroffs
or bankers : it is very comman for persons like pensioners to invest their
money in &undis rather than keep it as & deposit in g joint stock
bank. Nearly 10 per cent. of the Aundi business of Delhi iz in the
hands of such persons. The joint stock banks also deal in Aundis;
but their business in Aundis is in reality rediscounting of the same,
Of the total funds available for investment from the public about
83 per cent. is absorbed hy Government securities including treasury
kills, 22 per cent. go ints the hands of shroffs and the remaining 44
- per cent. goes to the banks in Delhi. ’

2558. The joint stock banks here generally change theii' rateg with the
Imperial Bynk of India’s Ayndi rate, d f

2559. §9. Of the total amourt of means of payment needed for the
marketing of produce in Delhi and the neighbouring mandis cash in
the form of silver rupees and notes conatitutes as much as ¢0 per -
cent., and the indigenous bankers’ hundis 30 per eent., only 10 per
cent. being financed by the joint stock banks including the Imperial
Bank. In inter-shroff business the instrument generally used is a
promissory note in form; but the cystom of the place makes it in
reality a usance bill for 30, 80, or 90 days according to the implied
or expressed understanding among the parties. This device enables the
market to avoid the stamp duty on usance hills,

2560. There ave three kinds of billa in the market, demand bills, usance
bills and documentary bills. The documentary bill js not generally
loaked wupon faveurably by the indigenous banker. The interest on
the usance bills is the same as on documentary bills. Documentary
billa are generally export bills and go from Deihi market mostly for
collection at port towns. The banks put a limit on the amounnt of
‘business of demand bills and usance bills in the case of each individual
shroff, but there are practically no limite on the amount of mon
Ient against documentary bills which are generally discounted wiig
& margin of 10/25 per cent. for safety. '

¥

2561." 60. Loans against mortgage of property are gemerally shunned by
joint stock banks here, though some of the banks a few years ago
used to do a substantial amount of this business at a high rate ..of
interest. This businesa generally is now in the hands of the indigenous
shroffs or sahukars with an average earning of 12 to 18 per cent.
Private individuals, and retired men from various services indulge in
these forms of investments to get better interest than from joint stock
bank deposits. :

2562, The system of cash credit among such banks is in existence, but it

is not so common as the sale of Aundis, as the latter carrieg with it
greater prestige in the market.

Mr. S. C. Fozdar.
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2563, 63, The Indian joint stock banks receive fixed deposits generally'for.
#ix or 12 months, They generally do not care to accept deposiis for
l.onger pe:iods.
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2564. Tha inter-shroff rates at Delhi affect the joint stock banks seriously
so far as their deposits are concerned. In the market this day-to-day
loan business is done in large volumes between the shroffs at the rate
of 8 pies per cent. per day, which works out at nearly Il per cent.
with the result that the shroffr instead of keeping depoesits in their
current -accounts with the joint stock banks, affect adversely the
deposits of the joint stock banks. The reason why the skroffs prefer
to borrow from one another, at a high rate of interest rather than
from the Indian joint stock banks is partly because they wish to keep
the knowledge of their transactions known to as few people as possible;
partly because they know each gther’s finaneial position more inti-
mately; partly because they have not to go through the formalities
which & joint stock bank has to insist upon, being the #rustee of public
funds, and tEm't:ly because of the moral obligations recognised as
binding on them so far as their mutual relations are concerned. The
inter-shrof rate in the busy season is & pies per day per cent. and im
the slack season it dwindles down to 3 pies per day per cent. These day-
to-day loana are generally changing hands every day and are seldom
kept for a longer period than a week with one party.

2565. The joint stock banks do not vary their rates of interest according
to the securities offered, becausd their principle is that the best of secu-
rities only should be accepted in the pe of Government Promissory
Notea and approved shares of various concerns. Title deeds of property
are generally avoided, as such investment causes embarrasament by lock-
ing up their liquid resources. Such variations prevail only in some banks
whose investments are generally in the uha%e of mortgages which are
considered semi-permanent investments. The variations in their rates
of interest are only seasonal and follow the lead of the Imperial Bank
of India. The joint stock banks generally charge 1 to 2 per cent. aver
the Imperin]l Bank of India Aunds rate, with a minimum of 6 per cent.
The Imperial Bank of India’s Aundi rate is generally the bank rate or
balf per cent. below the bank rate in the slack ceason, while the joint
stock banks’ Aundi rate generally is I per cent, over the lmperial
Bank's rate reaching up to 9 per cent.. in the busy season. The
only ascope, therefore, left fon the joint stock banks for first class
business in to take into account the probable fall in the bank rate
during the following months. They can do business at a remunerative
rate only when the bank rate is high.

9488, Rate of Intereet.—In 1924.35 the market rate of interest went high
and the banks borrowed money sven up to a rate of & per cent. pger
annum %0 much so that the exchange 'l:u:h were offering openly 6
per cent. for short deposits. On the whole, during the period 192329
with the exception of three months specified above, e ratea of
interest have practically remained the same eVery Year, vVarving
between ¢ and 7 per cent. During the months when the Government
of India contemplated floating new loans the rate of interest was
generally pulled down to 4 per cent. to induce the public to invest
their funds in the new loans, while the rate during the remaining
period of 8 months in & year went up as high as 7 per cent., sometimes
even to 8 per cent. for a few weeks unnecessarily.



233

2567. 64. There is no prejudice in the market against indigenous bankers
at all; it will be more correct to say that there exists a prejudice
against joint stock banks. Generally the indigenous banker enjoys
a high reputation in the market.

2568. 66. On the whole, I think that the capital available for lending is
insufficient to meet all demands for accommodation in Delhi, but if
the documentary bills were more common, and there was a branch of
the Reserve Bank in Delhi to rediscount good genuine trade bills to any
e:i:tent, congiderable improvement in banking facilities is likely to take
place.

2569. 67. At present there are very limited remittance facilities available
to trade except in places where there are branches of joint stock
banks. The banks seldom svail themselves of the facilities offered
by the Imperial Bank in the form of supply bille as rates charged are
too unattractive for any decent bank. The Imperial Bank itself some-
times adopts a policy of almost prohibitive rates; for instance, the
rate of remittances between the city branch and the New Delhi branch
of the Imperial Bank is as high as 8 annas per cent. on cheques of
amounts exceeding Rs. 5,000. Even this facility has been stopped.

2570. The competition in remittanece business and drawings on port
towns is of a very special character at Delhi. The indigenous banker in
Delhi not only endorseas the darshani Aundis bought by his firm
from the mandis, but also competes with the other banks in remittance
partly by sending thoee Aundis direct to his artias at Calcutta or
Bombay, and partly by creating drawings by his own Aundis which
are offered, as stated above, at 1 anna to 1 anna 6 pies per c¢ent. to the
other exchange and joint stock banks. Generaily the banks would
prefer to have endorsed hundis to clean Aundis for collection and dis-
eounting but in the case of shroffs who are on the approved list of the
bank clean hundis are accepted. Not only the indigenous shroff issues
such clean bills to the banks, but sells them in the market also at
premium, In this way he is a serious competitor of the joint stock
banks in remittance business and drawings.

2571 The foreign exchange banks are another keen competitor of the
Indian joint stock banks in remittance and drawing business. It is
but natural that on arrival of foreign bills for collection they should
have ample funds collected at their branches, which they have to
remit to port towns for investment in export bills by their port offices.
This they must do by hook or crook, and in doing so they do not mind
the loss of interest. So they offer generally 60 per cent. cheaper rate
than the joint stock banks who have to count pie to pie interest
on their investments as they have to pay heavy interest to their
depositors. Moreover, even if these exchange banks have to invest
funds in the bills business out of their local deposits, they are still
in a better position to compete because of the lower rate nf interest
which they pay to their depositors owing to their prestige and stand-
ing. These exchange hanks take advantage of the remtiancs facilities
of the Imperial Bank of India by paying them 6 pies per cent. even
when they can buy drafts from the Indian joint stock banks at =
cheaper rate. .

2572. The competition of the Imperial Bank of India is still keener than
this, as they have ample funds at their disposal at practically no
interest and as owing to their account with the treasury thev can pay
for their remittances by book entries in their branches which exist
now in even small places. The competition of these branches is un-
bearable by the joint stock banks. Moreover, they try to sponsor

Ar. 8. C. Fozdar.
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bueiness of indigenous bankers who are naturally inclined to give them
work more than to the joint stock banks, because they save a little
by discounting Aundis at the Imperial Bank to a certain extent, instead
of joint stock banks. . :
2573, For remittance to Oaloutta, Cawnpore, Peshawar, Lahore, Karachi,
Indore, Bombay, Gujerat, and Nagpur a person can get in Delhi the
hundis of indigenous bankers as well as drafts of banks; to Hyderabad
Deccan neither; to Madras only bank drafts; to Jaipur, Beawar, Jodh-
pur, Ajmer eto., both the Aundis and drafts are easily obtainable.

2574. Bills as well as bank drafts on Caleutta, Bombay and Karachi are
ured for remittance purposes to a large number of inland trading-
centres with which Delhi has got dealings as the bills on these places
alwnyes command a sale in the inland centres. In the absence of
direct banking facilities or suflicient coverings for remittance and
drawing from Delhi to nther centres, the traders generally accept
and send bank drafte or demand hundis at the Port towne where all
the adjustments are effected through some banks or artias. Similarly
a Ahundi on Delhi settles quite a large number of transactions between
a larger number of mandis in the United Provinces aud in the southern
portion of the Punjab and in practically the whole of Rajputana.

2575. 88, Trade between Delhi and the mofussil mandi dealers is gene-
rally financed by Aundir and metallic cash. For instance, as much ae
80 to 40 lakhz a year waa sent to Hapur during the busy season by the
local banks in Delhi in the form of rupees; and about 1C lakhs more
of rupees were brought to Hapur from Meerut and other places.
Notes are not generaliy in use in the mandis,

2576, The billa drawn on the ports are purely demand bills for remit-
tance purposes, Most of the vsance bills are genuine trade bills or hills
drawn on_persons who are generally reported to do genuine trade
business. Hardly 10 pen cent, of the business done in these bille is for the
purposes of toking advaatage of the current remittance charges from
one place to enother, or of the difference in the rates of interest in
different commergial centres. Delhi being & commercial city, there is
ample soope for emsloymenb of funds liers anid very liftle mopey is in
turplus to be moved to another place,

8877, June, July and August are the months in which we have a alack
serson in Delbi when money cannot be invested profitably by the
indigenous banker to his satisfaction. In this season the indigemous
banker either offers his money on fixed deposit to the bank, as has
been said previously, or transfers his funds to grain centres in the
surrounding areas such as Hapur, Hissar, Panipat Ghaziabad, ete.
In the mofussil, grain is available for sale from May. It is stored
seuera!L\' in Elt! and sold in the subsequent months according to the
emands of the local consumers or from the ports. Money is not then
transferred either to the ports or to the other commercial centres,
thore being slackness all round. On an average 1/3vd of the outlay
of the indigencus bankers goes out in this way to finance grain trade
in the man-is in the surrounding areas.

2378. The total amount of discounting business in darshans bills drawn
from Hapur on the pors towns was a fluctuating quantity during the
last decade. Between 1934 and 1938 the amount of such bills on the
ports was on an average about 12 lakhs. The amount neariy doubled
llfelf between 193¢ and_1985, but since 1925 owing to the condition
ol export business in Hapur, the bills’ busiress has declined omce
again to the level of the year 1924,
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*2579. The actual cask (coin and notes) remitted by banks from Delhi
tg Hg.iur through the agency of the banks during the busy season was
about-

Year, . - Amount in lakhs.
1923 e .e .e ‘e “e 22 '
1924 . . .. . .a 37

1925 .. .o ‘a ve 556

19:6 . . e .e .. 55

1927 .e . .e .. . 63

1928 . .. . ‘e . 89

1929 . e . 42

“Of this amount about 1/3rd returned again in cash to Delhi every
year,

2580. It is better to reduce. than to abolish the duty on bills, as a low
uniform stamp duty, say four annas, would greatly stimulate the use of
usance bills, while maintaining its prestige as a valuable document,
The court fees on proceedings arising out of s hypothecation bond
Astock-in-trade) should be remitted. ' '

2581, 69. The funds in the hands of indigenous bankers were generally
employed throughout the year. In the busy season the indigenous
banker in the mofnssil is dependent for help on the bankers in Delhi.

:2582. T1. At present the force of custom in Delhi enableg the banker to
apply successfully .moral pressure on the endorser to pay before due
date if the drawer fails at any time; but it is very doubtful whether
this is legally enforceable; if it is not, some change in the law is
?bviously necessary in order to extend the use of usance bills general-
y.

2583, 72, If the Indian indigenous banker or even the money lender of
the mofussil was recogniced by the Government and given the same
tacilities for recovery as are open to the co-operative societies, it is
possible to make the skroff in the mofussif a link between the joint
-sl_;;)lck "banks in big commercial centres and the financing agency in the
village. , .

8584 84, All plawes af pepple use chegues in tha city of Dellii. Since
the abo iﬁon of the duty there has heen 8 considerable increase not
only in the amount of the cheques used, but also in the number of
people who use cheques. The cheque forms in use here are printed
in English, but entries and signature by the customer can be written
iz Urdu and Hindi if he so desires, but only a very emall percentage
of cheque using persons sctually do so.

2585, The co-operative banks and Government, through their Poat Office
Cash Certificates and short period loans in the shape of treasury bills,
compete urdairly with the Indian joint stock banks in the matter
of attracting depnsits. The investing public is under the impression
that Government is behind the co-operative banks, and in addition to
‘this advantage, these banks offer a much higher rate of interest on
deposits than the Indian joint stock banks can afford to give. The
rate of interest paid on Post Office Cash Certificates offers sufficient
inducement to the public to divert their deposits from the Indian
joint stock banks to this form of investment. The rate for treasury

ille is going up day by day and what is worse, these treasury bills
are offered in the market in the busy season rather than in the slack
season when the joint stock banks need all the funds they can com-
mand for financing trade. The result i that the joint stock banks
auntomatically become the borrowers of the Imperial Bank at the high
bank rate then prevailing.

Mr. S. C. Fozdar,
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Notes of answers to tha questiomnaire givem by Mr. Adishwar
Lal, Indigenous Banl:erqnnd Treasurer, Central Bank of indin,
Ltd., in his interviews with Prof. H, L. Chablani, on 11th &
21st October & 15th Doecember 1929 and 20th & 23rd January

1930, .

2588. 17. The following are the marketing centres for the various crops
round about Delhi which are financed to a large extent by the money
market in Delhi:— :

Hodal, Palwal, Koai, (Barley and wheat).
Bonipat, (wheat and gur). '
Ghaziabad and Sikandarabad, (Wheat).
Brot, (gur and wheat).

Bhamli, (gur and wheat).

Hansi, Rohtak and Hissar, (Cotton).

9587, 48, b0 and b1, The rates of interest in this city are different for

diffevent classes of people. The middle class public servants and
middle class traders earning, say, incomes below Rs. 100 a month, have
to pay rates of intereat ranging between 1% and 24 per cent., 18 per
cent. being the most common rate. Most of these people have
very little security other than their personal standing to offer. Am
overwhelming majority of them have parted with their houses during
the last 20 yvears or so, especially after the war, with the result that
they have no houss property to morigage. They generally borrow from
people with whom they have got social relations, and in case they
have none, they have very often to pawn the ornaments of the family.
The rate of interest doea not go down in the case of people who pledge
ornaments in this fashion. There are no banking [acilitiea for them
at all and their standard of living as compared to their incomes is too
high to permit them to save anything substantial. Various banks are
reveiving savings at deposits at higher rates but these offers are hardly

.. availed of Ly the above class of people who have nothing to save.

3688, Masona and oarpenters and people of similar status have to pay
a very much higher rate of interest, &e common vate being 1 anna per
rupee per mensem i.e, 75 per cent. per annum, The lenders in the
Iatter case are generally amall banias dealing in provisions who
generally stipulate with the borrower that they would receive Ra. 1-1-0
st the end of the month. In the case of mill ds in the local mills,
it 1z often found that the mill-hand deale with the bania in the Sabzi
Mandi instead of with a provision shop in his own mill, which supplies
the goods he wanta at o reasonable rate on payment of cash, the
reason generally being that the mill-band has borrowed money from
the dania in the Babai Mandi and gives goods on credit.

2380 In opinion there is an urgent need for banking facilities
eapecially for the middle class people who generally have not got such
improvident bubity as the mill-hands have, and who can easily save
themselves from the burden of debt if only they get credit on reason-
able rates in times of special hardship or of urgent necessity beyond
their control, such as sickness, marriage, ete. The most suitable form
of banks for this class would undoubtedly be nrban co-operative banks,
but neither the Co-operative Department nor any non-official sgency
has so far paid any attention to this side of co-operative activitaes,
their effarts being generally confined to atarting co-operative societies
in rural areas or among the chamars. . "IN
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2590. Among the special needs of this middle class is an adequate provi-
sion of honsing in the Delhi City on a reasonable rental, as the rents
here constitute generally too large a percentage of the total income
of this class of people. Neither has the local Municipality ever paid
any attention to the problem of high rents for house accommodation
which are paid by this middle class in Delhi. Special effort is neces-
sary on the part of the Co-operative Department to start co-operative
housing societies or banks which would advance long term credits on
reasonable rates of interest for loans necessary for building houses.
The main difficulty in the way of a substantial effort being made in
this direction is one of getting suitable land with proper transport
facilities connecting the new locality with the main city, and getting
adequate funds on loan from the Government for financing such housing
societies. So far, the co-operative movement has practically ignored
the middle class public servants, the small traders and the small in-
dustrialists in the eity. )
2591. 52. Generally speaking, the agriculturist brings the produce from
the village to the mandi himself, accompanied by the village money-
lender in case he has borrowed money with a stipulation that he would
repay it at the time of harvest. It does scmetimes happen that the
village moneylender suggests to the agriculturist, who has borrowed
money from him, to take the produce to his own banker or commission
igent in the mandi. In none of these cases there is, in the proper
iense of the term, sny financing of the movement of the crop from
he village to the mandi. For moving export ommodities from the
nandis to the exporting ports, which in the case of this Province are
senerally Karachi and Caleutta, there is either the agency of a big
xporting firm like Ralli Brothers or that of artias of big deslers at the
rorts. This information is based upon my experience in Hapur, where
. have interests. I cannot say about other mandis at all, but the
ystem is likely to be the same in the other neighbouring mandis also.

592, The bulk of the importing business in Deihi is financed by the
xchange banks, the agencies of the European firms being mostly
geneies for booking orders. In a few cases, however, the local! branch
f a European firm sends for goods on ita own account and sells it in
he market partly on the basis of cash and partly on that of credit.

693. From Delhi, goods are distributed to the surrounding mofussil
entres through an arrangement between the mofussil small dealer,
is aertsa in Delhi and the wholesale dealer in Delhi, The artia in
delhi obtains 9 days’ credit free of interest from the wholesale dealer,
fter which period, according to the usage of the market, he must pay
is dues to the wholesale dealer if he wishes to retain his position
i the market. Formerly, the mofussil dealer used to bring from his
illage to Delhi the bulk of the amount required for parchasing goods
r the mofussil centres, the artia only charging him commission for
rgotiating the transaction with the wholesale dealer and charging
iterest for a little shortage of money in the case of necessity, but since
bout the year 1920 the depression of trade in the mofussil has been
» great that the mofussil dealer gets the bulk of his goods not on cash
ut on credit from the artia, who is now called upon ‘to invest & gooni
eal of his. money in the business. The present position is one of
reat difficulty for the artins, and a good many of them have closed
own their business on this account. It is difficult to suggest a remedy
w a situation that has arisen largely on account of the general
spression in trade which has affected adversely among others, the
ofussil dealers also. Possibly if the mofussil dealer had co-operative
edit societies to finance him, the position of the Delhi artiac wounld
prove materially. .

Mr. Adichwar Lal.
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2504 55, Tho principal communities who practise indigenous banking
and moneylending in this Province are agarwal, vaizh, including jains
and khatris. Some of the old banking families which at one time com-
manded great prestige in the Jocal market otherwise have discontinued
their banking business during recent years. The Gazetteer
of the Delhi District published in 1813 mentions the names of about
7 leading families of indigenous bavkers, but an examination of this
list clearly shows the great change that has been brought about im
the position of these families among the banking firms. For instance,
the firm of L. Matwala Mal and Thakardas represented by R. B.
Hardiyan Singh in 1012 ceased to do banking businesa about 25 years
ago. The representative of this family, R. B. Madho Pershad is mainly
a landlord, who lives on the rentals of his property. The firm of L.
Pala Mal and Mutsadi Mal, now known as Chhuna Mal Saligram’s -
firm, has also ceased to do banking. The banking firm of Sheo Singh'.
Rai Nihal Singh represented by R. B. Sultan Singh, though still in the
line, has absolutely closed its banking business. This firm is of more
than 80 gea.rs' standing and only a few years ago its banking activities
extended to Khurja, Aligarh, Rohtak, Gwalior, Matra, Earnal and
Bharatpur, R. B. Siri Krishan Das Gurwala, who belongs to a family
of bankers founded about the year 1732, when Ahmad Shah Abdali
invaded India, ceased to do any banking after the Delhi Durbar. The
firm of Gulab Rai Mehr Chand represented by R. B. Paras Das was
also a banking firm before the Delhi Durbar, but lives now mainly
on the rentals of ita property, though it is a f&mily of more than 400
yenrs standing in the indi%enouu banking world. Similarly the firi
of Harsukh Rai Shugan Chand, almost the oldest of the banking
families here does no_banking at the present time, nor does the
family of L. Maharaja Lal mentioned in the Gazetteer do any banking
business at the present time. It is only the Dhuliawala family repre-
gented by R. 8. Mina Mal Somani which continues to do some banking
business. The following are the most important firms which deal in
Aundis in this centre ab present :— '

- 1, Thakardas Mool Chand, Naya Bazaar.
- 2. Ram Gopal Omrao Bingh, Naya Bazaar,
3. Ram Gopal Bhagwandas, Naya Bazaar.

4. Jot Ram Chander Bh Beharilal Ki i
(K e B an ( Kidar Nath), Geoka Mill

5 Paras Ram Harnand Rai, Naya Bazaar.
8. Sheo Parshad Gur Pershad, Cloth Market.
7. Cha%anji Lal Dec Raj, Cloth Market.
8. Data Ram Ram Bilas, Cloth Market.
9. Kunj La! Balkishan Das, Katra Tomaku.

~ 10. Gopal Rai Amba Pershad, EKatr, Tomaku.
11. Prem Sukh Daa Rarsingh Das, Cloth Market.
1% Narain Daa Bhagwan Das, Cloth Market.
13, Ishwar Das Nirbho Ram, Cloth Market,
14. Nathu Ram Ram Narain, Cloth Market
18. Sheo Ram Dass Gopal Chand, Cloth Markst.
16. Sanwal Daa Jankidas, Cloth Market.
17. Johri Mal Givan Chand, Egerton Road.
18. Prag Das Mangal Sain, Kbari Baok



. 238

19. Tulsi Ram Jugal Kishore, Cloth Market.

20."Chand Mal Gauri Shankar, Pahri Dheraj

21. Bhagwan Das Chiranji Lal, Cloth Market.

22. Dwarka Das Gulraj, Egerton Road.

23. Panna Lal Sheo Narain, Chandni Chauk.

24. Girdhar Lal Panna Lal, Egerton Road.

95. Lakhmi Chand Ram Kanwar, Egerton Road.

Harsukh Rai Munna Lal, Cloth Merchant.,

. L. K. Gadodia, Kucha Naltei, ,

Lachhmi Narain Benarsi Das, Cloth Market.

. Gordhan La! Ram Gopal, Bazar Sita Ram.

30. Nawal Kishore Khairati Lal, Chandni Chauk.

31. Ram Chand Hazari Lal (Kesari Chand Balmokand), Chota
Dariba.

32. Puran Chand Ratan Lal, Naugark.

Sohan Lal Harak Chand, Chawri Bazaar.

Bhana Mal Gulzari Lal, Chawri Bazaar.

. Madho Ram Budh Singh, Chawri Bazaar.

36. Ram Lal Sanahi Lal, Katra Khushalraj.

37. Isri Das Benarsi Das, (S. K. D. Baijal).

33. Hukam: Chand Jagadhar Mal, Dariba Kalan.

39, Inchs Ram and Sons, New Delhi.

40. Naona Mal Jankidas, Chawri Bazaar,

4l. Johri Mal Sanahi Lal, Chawri Bazar.

42. Gordhan Dag Sheo Narain, Nilka Katra.

2595. Very few, almost none, of the indigenous bankers and money lend-
ers are doing only this business at the present time, though before the
War there were some who did indigenous banking only. Along with
trade the indigenous banker does remittance business by means of
darshani hundis discounts maiyadi hundis and accepts deposits,
but generally speaking, private depnsits are becoming rather scarce
owing to the competition of the joint stock banks and the growing im-
portance of other iuvestments such as cash certificates, investment in
-Post Office savings banks, and in landed property, open to the investing
public in these days. The discounting of mayads Aundis too is deelin-
ing in volume owing mainly to the ingecure and uncertain position of the
parties. Besides this, owing to the increase in stamp duty, the per-
song willing to discount hundis prefer to lend money in the form of a
deposit with the borrower in order that with a lower duty payable to
Government & margin of interest be left to them, the borrowing party
being indifferent as to the form adopted se long -as the aggregate
charges by way of interest and duty remain the same,

2596. Among the other kinds of busineas the indigenous bankers are
having the most important cloth business, grain business, iron business,
kirana business and gold and silver business in the order of importance
in which I have mentioned them.

2597. b7, The indigenous banker does not finadce agriculture or industry,
bis help being confined to trade only. The local mills, however, get
money from a few of the indigenous bankers in the cotton season, the

My, Adishwar Lal,

FR8



‘ 239

total ‘wolume of their borrowing from the indigenous bankers being
limited to about 4 or 5 lakhs a year. ,

9508, There are many people in Delhi other than the indigenous bankers-
who reguiarly buy Aundis in the market. I caw easiiy recall about
100 such persons.

2500, 58. There is no regular money market in the sense of a place where
ersons who buy and sell ‘hundis regularly meet to, carry op their
Eusmeu. and the creation of one would greatly facilitate business.
The brokers in the city go round and make the rates known to alk
dealers. At about 11 o’clock in the morning the market rate 'is
generally known in the various parts of the city.

£600, It is rather difficult to make any thing approaching an exact esti-
mate of the amount of capital invested and the volume of the business
of the indigenous bankers, as almost everybody combines some other
trade with banking. I will, however, attempt a rough estimate. Of
the amount invested in the market in the financing of trade about
25 to 30 lakhs belong to these indigenous bankers as ageinst 50 to 60
lakhs invested by the banks. 60 per cent. of the capital employed by
thesn indigenous bankers represents roughly their owned capital, the
remaining 40 per cent, being rained partly by loans from the banks and.
partly by the sale of Aundis in the bazaar. .

2801, Comparing the expenses of & indigenous banker with those of
a branch of a joint stock bank, I believe the expenses involved in the-
establishment of an office of an indigenous banker are not even 1/10th
of those of a branch of a joint stock bank

9602 The village moneylender or banker generally keeps his surplus.
funds whenever he has got any, with the mofussil town banker or his

ertsa in the city. Bimilarly the mofussil town banker keeps his deposits
with the big s or artias in the cities.

2603, The town banker in the mofussil is now-a-days comievg into direct
relations with the joint stock banks. The big shrn{s oonsider the
joint stock banks as their most serious competitors in business, These
ig throffs come to the joint stock banks only when there is & =slack
season and the banks are prepared to offer on deposite & rate of
interest for » whole year or a season higher than the barar. If per-
chance in the busy season the market rate of interest is attractive
snough, the indigenous rhroff would take an overdraft from the hank
againat his fixed deposit and invest it in the market at a more pro-
fitnble rate. The competition between the indigencus banker and the

mperial Bank is not a0 severs, in Delhi aa it is in mandes i.e., Hapur,
because the Imperial Bank deals coly with approved customers, and
therefore any indigenous shrof would go more willingly to the Imperial
Bank than to_the joint stock bank, if he is on the approved hst of
the Imperial Bank. Businese at the present time is generally slack
and the indigenous sAroff bas more than ample funds for the husiness
offering itself. The only legitimate .glronnd of complaing of these indi-
genous bankers against the Imperi

! } _Bank appears to me to be that
the list of approved customers is a limited one, depending largely cn

the advice of the Treasurer and Accountant with the result that quite
s large number of mound pertiea are outside this list. and cannot
therefore, receive adequate fscilities from the Imperial Bank The
diﬁculty thus liss not with the pninciple ca which the Imperial Bank
is workirig but in the working thereof.

2604 The 'ocal branches of joint stock banks have & much more legitimata
ground for complaint agsinst the Imperial Bank in so far as it competes
with them in the market whils receiving a large amonnt of Government
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funds free of interest. In fact there is no kind of banking business
in which the Imperial Bank does not compete with the Indian joint
stock banks.© It has recently begun a new policy of lending even
.against gold and silver ornaments, which it 18 widely advertising
among the public, with the result that the indigenous banker as well
as the joint stock banks are experiencing great difficulty in maintaining
their position. In the matter of remittance business, the exteusion
of the branches of the Imperial Bank to mofussil centres has deprived
most of the indigenous bankers of a large source uf their profit; in
fact the remittance business of the indigenous banker between Delln
and the neighbouring mandis to the west has practically come to a
standstill owing to fHe opening of the branches of the Imperial Bank
at Khurja, Hapur, and Hathras. The competition appcars to be posi-
tively unfair, ag it is the Government money in the treasuries that is
being given to the bank free of charge and is being utilised for re.
ittance work.

2605. The forms of Aundis used here are generally two, darshani
hundi and  the mudati  hundi. Mudati hundis run generally for
81 days, sometimes for 81 days and occastonally for 365 days. Even
when the parties intend that the hundi should be a mudati hundi, the
form used now-a-days is that of a demand promissory note or that
gf a fixed deposit receipt in order to avoid the higher duty payable
on mudat; hundi. In the movement of funds beiween the mandis and
the city of Delhi the proportion of hundis to rupees and notea used is
almost 4 to 1, when cash is employed, it is more rupees than notes
on the whole, because the cultivator in the cotton and grain season
requires rupees rather than notes, though when money is to be re-
aitted for the dealers, the use of notes is more common.

2606, The promissory notes payable after specified periods are common,
but not among the betier class of indigenous bankers. They are in
use only among small moneylenders and bankers. The bills of ex-
change written in English and payable after a specified period are in
use only among the English knowing persons who are not many.

2607, Promigsory notes and Aundis are written generally in Hindi.

9608, The use of mayadi hundis is decreasing and that of darshans
hundis in increasing, Mudati hundiz are generally intended as
‘accommodation bills, while darshan:i hundis are veed sometimeg for
accommodation but more often for remittance purposes,

2609. The hundis are drawn generally by no other class than traders, as
the hundis of other classes would not be discounted in the market.
Hundis can be nsed by other persons for the purpose of raising funds,
but it is seldom that such drawers of Aundie get any facilities for
digcounting in the market. Hundis cannot be used for advances to
cultivators, as the Aundsi by itself cannot provide any security other
than the standing of the person if~the market. It is only well-known
traders who have this standing in the local market.

2610. Generally mayadi hundis are held by the persons who purchase
them until they are due for payment. When necessity arises for dis-
counting such hundis, it is done locally and pot at other centres. Some-
times, however, a person may lose his credit in Delhi, but atill retain
some credit at Calentta or Bombay, in which case his Aundis will be
discounted at outside centres. The indigenous bankers discount most
of the Aundis discounted locally, though the banks are also getting a
substantial share of this business now-a-days,

Mr. Adishwar Lal. -

——
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2611. A standard form of hundis in English. would greatly facilitate
business in the Aundé market, as multiplicity of scripta and variety of
forms cause s good deal of confusion. As cheques in English are
actually in use now-a-days even by Urdu knowing people, I do not

anticipate any difficulty in the use of a standard form of Aundi in
English.

2612. 60. The indigenous bankers lend on promissory notes, with or
without the pledge of ornaments,~or on mudati hAundiz or on mortgages
of property. Cash credits are quite common between the indigenous
bankers themsclves. The village money-lender does not get cash credit
from the mofussil town indigenous banker, nor the mofussil town indi-
genous banker from the city shrof in Delhi.

2612¢«, 8. Some of the indigenous bankers inveat their cwn capital only:
some do a considerable amount of business with the money raised by
means of deposita kept with them; others earn a commission by pur-
chasing and selling Aundsis in the market simultaneously, This 1r true
only of the city shroffs, the village money-lender or the mofussil banker
being restricted to the use of hia own money only.

9614, 62. Generally the fixed deposite with the indigenous bankers are for
80 days, the rate of interest payable varying in different seasons
between -/4/- per cent. per mensem in the month of June or July and
-/10/- per cent. per mensem in the month of October or Novemb:r. The
sahukars borrow from one another at the curreat deposit rate in the
market. Between the scshukars there is no question at all of a tangible
soqurity in addition to the credit of their name in the market,

2618. 84. There is no prejudice in this city against the indigenous bank-
ers at all; they have a general reputation for fair dealingas. If, how-
ever, a particular indigenous banker enjoys the reputation of generally
buying Aundis in the market with his- own capital, there will be a
projudice created against him in the market if he pells Aundis at any
time in order to raise money. He would in such cases prefer to borrow-
at & much higher rate of interest from a joint stock bank than raise
funds by selling & Aumdi in the market.

'9618. 85. There has boen no purely indigenous banker who has failed sines
1820, but quite an appreciable number of indigenous bankers who wers
sngaged in busineas also have failed since the War. I can easily reeall.
at least & dosen. The business of the indigenous banking community is
generally declining.

#6817, 88. The indigenous bankers have got sufficient working capital to
meet all legitimate demands for safe accommodation, but owing to the
general depreasion in business at the present time and the general un-

certainty of the positioh of various parties they have to be cautious and
to refuse accommodation.

2618, 8T. There are ample facilities for internal remittance (by way of
Auadiz on the various centres) available in the market by way

cheques offered on their branchea by the joint stock banks wnd by way
of supply bills offered by the treasury or the Imperial Bank, apart
from the facilities for remitting money bv means of currency' notes
through insured covers. The Awndis payabls at centres with which
Delhi has got regular commercial transastions can be obtained from
the indigenous zArofs aa well as the banks in Delhi. These places are
mainly Calcutts, Bombay, Karachi, Cawnpore and Amritsar. The
drafts on certres like Madras, Lahore, Peshawar Indore, Ahmedabad,
tl:f:;ipur. Simla, Colombo, can only be obtained from the joint stock

a
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2619. The Imperial Bank has quite recently cancelled the concession of
frt_aa transfer of funds below Rs. 5,000 to their customers and to the
joint stock banks, The system was working quite satisfactorily, and
one sees no reason why this concession has been withdrawn. The indi-
genous banker engaged in remittance work has also a legitimate
grievance against the Imperial Bank in so far as no distinction is
made by the Imperial Bank between the ordinary merchant customer
and the indigenous banker in the rates which they charge for supply
bills on the treasuries. It should not be difficult to give soma kind of
rebate to an indigenoung banker whose purchases of supply bills or Tele-
graphic Transfers in a year amount in the areregnte to shive a rortpin
figure, in order to link up the indigenous system of remittance with the
supply bills’ system and to prevent unfair competition of the Imperial
Bank with the indigenous bankers. This will have the indirect effect of
increasing the volume of supply bills demanded from the Imperial
Bank and the treasuries, as the indigenous baunker would be able to
move hic funds from place to place more easily by means of these sup-
ply bills
2620, 68, From my own personal knowledge I can only speak about the
fiow of money between Delhi and Hapur. In the market season for
grain a lot of cash, of which the major portion is silver coin, has to be
sent from Delhi to Hapur in the beginning of April to be invested in
Hapur up to the month of August. The merchants in Hapur who
borrow money, store their grain up to August when they begin to sell
it out and repay the money borrowed. The money then comes back to
Delhi largely through ZAundis on Delhi and some times through even
special messengers who bring cash from Hapur to Delhi. In my
opinion out of the amount invested in Hapur during the grain season
about 25 per cent. is the local money of Hapur and 75 per cent. comes
from Delhi or the surrounding areas. .
2621. Bills of exchange payable more than one year after date or sight
" are very rare in Delhi. The Aundis emanating from Delhi are al}
discounted here, beeause Delhi itself is a big financing centre.
2622, 69. In the district, money is idle during the rainy season and an
- appreciable amount of it flows to Delhi to be employed for short periods
here. In the months of May and June there is no remunerative em-
ployment for money in the mofussil at all and I do not think, there-
fore. that it is possible to prevent the flow of money to the provincial
capital during these months for this short period, as this money is not
available at all for long period loans. _
9623, 70. The following were the market rates for discounting mapads
hundis during the period intervening between October 1927 and
January 1930:

Year. Month. Rate per menesm.
Rs. a p.
1927 October, Novemter and Cecembar . . . .0 100
1928 January - . N . - . . - .0 % 08
Febrouary and March' . - . . . . 8 8’ 0
Aprl . . . . . . . 0o 10 0
May, June, July and Angest . . . o 7o
019 0

October, Novemnber and T ecember . . )
Mr. Adiskwar Lal. .



Year Month, Rae p rme-sem,

Fs. & p.

1929 Januory and February . . . e .0 80
March and April . . . o .. .0 90

May, June, July and August . . . . . 0 6 0
September and October . . . - . . 6 90
Novemler and December™ . . . . < 0o

1930 January . . . . . O 7 0

2824, These are thé rates for hundis of 1st and 2nd class shroffs; other
ghroffs find it very difficult to get cash for their, mayadi hundis in
the market. The Imperial Bank of India’s Aundi rate does not affect

" these bazaar rates at all. They are almost always divergent.

2625. T2. 1 believe it is very desirable to make the indigenous bankers
wgents of joint stock banks or the Imperial Bank of India in places
where branches of joint stock banks do not exist. It will also be
desirable to amalgamate in some placea the business of indigenous
bankers into a joint stock bank owned and controlled by local indigenous
bankers, but I do not think this is possible without some special induce-
ment being given by the Government, such as a portion of free funds
now placed at the disposal of the Imperial Bank of India; the privilege
of keeping the current acoounts of Municipalities and District Boarda
or special low remittance charges for supply bills.

2628. T¢. The indigenous bapking community would be very reluctant to
accept such a measure,

2627. 76. The indigenous banking system in Delhi is not connected with
the principai money markets except through their artias in Calcutta
and Bombay.

9688, TT. It is the competition of the Imperial Bank and the Exchange

> . DBanks in larger centres that is hitting the indigenous bankers very

bard. So far as the Indian joint stock banks are concerned they
cannot afford to give better facilitiea to indigenous bankers, and the
competition between them in my opinion is & fair one. It iz only
because the Imperial Bank and the Exchange Banks get cheap money
that they are able to oust the indigenous bankers from the places wherv
they have opened their branches.

9429, 84, There is no cheque aystem among the indigenous bankers here
1 know of only one instance of an indigenous banker who allow
cheques to be drawn on him, namely, Incha Ram and Snns, who ha
recently opened a branch in New Delhi.

2630, Everv class of persons in this city are using cheques now-a-day
Most of the Indian firms keep their aceounts with the indian joir
stock banks, excepting those who are importers of British goods, wh
generally deal with the exchange banks. Cheques are written ¥
Euglish. The exteusion of the use of cheaques has been quite rapi
since the abolition of the stamp duty on cheques.

2631. Glovernment should accept chequeg more freely in payment of tax:
and also in satisfaction of decrees on the presentation of a guarani
or a certificate of account from the bank. The Post Office should ale
accept cheques for deposits in their savings bank. The railway con
panies ought to accept theques drawn hy persons to whom & certifieal
of approval for this purpose is granted.

. 2632 1 do not wish the Post Office to open cheque accounts, as they wi
be directly competing with the joint stock banka

£
YOL. 1V.- r 2
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Notes of Prof. H. L. Chablani’s interviews with the Menager and
. Assistant Manager- of the Punjab National Paak Lid., Delhi,
.dated the 14th January and 25th January 1930.

DEPOSITE AND INVESTMENTS.

2633, Deposits and investments,.—Fixed deposits are generally for 6
or 12 months. Only a small percentage of deposits is for more than
one year. The percentage of the fixed deposits to Savings Bank deposits
and current deposits with us was 77 : 14 ; 9 for the half-year ending 31st
December 1929; 56: 7: 37 for the half year ending 31st. December 1928,
84: 5: 11 for the half year ending 31st December 1925 and 84: 3:13 for
the half y:ar ending 81st December 1922, Only a few indigenous
shioffs and bankers keep their deposits with us. Qur depositors consist
of al] classcs of people such as contractors, businesmen, member of
various professions and other general public,

The lhuxdiz discounted by our Bank are largely Aundis on ports
and a few inland commercial centres though we do a certain amount of
discounting of usance Aundis on Delhi as well as other stations. As
between inland commercial centres and the ports, the bills arz drawn
largely on ports. All of them are genuine trade bills either accom-
panied by direct evidence of trade transactions such as railway
receipts or drawn generally by parties whom we know are bona fide
traders. We do not discount hAundis which are pnre finance bilis,
The amount of bills of any particular client discovnied by us depends
on the limits fixed by us for each' party aceording to his general
credit and position in the market and not on the amount of his trade
transactions in any ‘particular season as it is very difficult for us to
know exactly the volume of bona fide trade transactions of each party;
but in cases where we are patisfied as to this we are quite prepared to
afford them further facilities.

2635. April, May, June and October, November, December are the
months in which the bank business increases in Delhi owing to the
corresponding increase of business in the market. The grain business
in the first three months and the cotton business in the last three months
are the chief factors that give rise to the business in the market. July,
August and September are the months in which the market is quite dull
there being no business owing to the rain:.

During the busy season if more money is required we get it from the
head office, Lahore. Similarly during slack season whenever there are
surplus funds with us we remit to our Head Office to be utilized at other
places. January, February and March are the months of ordinary
course of businesa,

The amount lent by the Bank on mortgage of property during the
vears 1922 to 1929 was as follows™:—

- * L ]

- - -~
9638, Pemittance Business.—We do not avail ourselves of the remit-
tance facilities afforded by the Imperial Bank for those stations where
we have not got our branches because customers for remittance to such
places will not come to us as they will have to pay charges of two banks.
2639. The following were the amounts* of demand drafts on our offices at
other commercial centres issued by us to our customers. We generally
use the agency of the Imperial Bank for remittance business.

= - * - » -
#Nore.—The figures supplied are to be treated as confidentiai and have not
therefare been printed. .

The Punjab National Bank Ltd., Delhi.
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2810. Competition between different kinds of Banking Iwstitutions.
—Previous to the amalgamation of the presidency banks as the Im-
rial Bapk the former did not compete with the Indian joint stock
in many lives of banking business. For instance they never
advanced money against ornaments, grain, cotton and merchandise,
which the lmperial Bank is now doing. Their remittance charges were
wuch higher and a eertain margin of profit was left to us in remittance
business. Bimilarly their drawing charges were also. favourable to
the Indian joint stock banks. Bimilarly the Imperial Bank advances
loans at rates which we cannot afford to charge because of the high
rate of interest that we pay on deposits whereas their funds are received
either free or at a nominal rate of interest.

2841, The exchange banks on account of their prestige, their long stand-
ing and the facility of getting money in foreign countries, where they
have got their head offices, are able not only to attract deposits at a
lower rate but to lend money at a cheaper rate than the Indian joint
rtock banks. It is aleo & policy followed by many of them to encourage
merchants to deal directly with them rather than through the Indian
joint stock banka by charging them sometimes slightly lower rates
than they charge to the joint stock banks for retiring their drafts but
this applies only to places other than market centres and where there
is generally one exchaoge bank only.

2842, We do not feel the competition of the indigenous bankers, because
they carry on their business largely in cantonments and other places
where there are no branches of joint stock banks; also hecause quite a
substantial portion of their bumness eventually passes through us.

2843. The co-oparative banks compete with us in depoeits only so far as
they pay a higher rate of interest. The rates offcred by the Post Office
Bavings Bank are not high, but people deal with them only because of
the reputation and stability enjoyatr by them as a Department of the

vernment. Government itself competes with us in the market by
issning 3 moaths’ and six mwonths’ treasury bills on a high rate of
interest which affecta our deposita. The treasury bilis are issued not
in the slack season when the banks would find them a profitable invest-
ment for part of their funds, but in the busy season when the banks
can find more profitable employment for their funds and would like to -
have more deposits with them to be utilised in financing trade

14, Rate ‘of Interrat. —There are no oall loans in Delh: nor are
there any inter-banking transactions here.

9845, The rate of interest charged by us to first class parties on pro-notes
is 6] per cent. per annum io the busy season and to second class parties
it varies between § to 9 per cent. per annum.  Th: rate of interest on
loans sgainst house property is generally 9 per cent. per annum and in
no case less than 8 per cent.  We do not advance loans against the
security of agricoltural lands. We generally get the stipulated
interest from our clienty even after the decree up to the
realisation. In case there is no express stipulation to this effect,
courts award generally 8 per cent. The Auadi rate is haif a

less than that charged on pro-sotes, becanse the horrower has
higher stamp duty.

2648. We do & certain amount of eollection business aguinst vailway
veceipta presented by our customers who export goods from Delhi to
porunnsall other stations whare we have got onr branchea, and some-
tiaws 0 outside India.
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2647. The following were our hundi rates during the year 1928-29.
Rute per mensern.

Ps.a.p Rs. a p-
April . . . . . . . 0.9 0to0 12 O
May . . . . . . 0 90,012 ¢
June . . - . R . . 09 0,012 0
Jualy . . . . . o9 6,0 1t 0
Ag.uit . . . . - .
Sept- mber . . . - . B .o .
Qctuber . . . . . o % 8,011 ¢
November . . . . 2% 0,0 12 0
December . . - . . .. o 1N o
January . - . . . 0 9 8 ,,0 12 0
February . . . . . . 0 8 6 ,,0 12 0
March - . - . . . -

2648. The suits that we have sometimes to file in the civil courts against
people who borrow money on pro-notes do not take very long to aecide.
On an average a suit takes about 8 months out of which 3 months only
are taken in the service of summons. Much longer time is taken in the
execution of decrees, sometimes years.

2649. Cheque Habit.—Small traders, contractors and ¢ducated persons
use cheques. The forms of chequea are only in English, but the
<ustomers who do not know English can tse Urdu or Hindi and we
accept cheques in. which the entries are made in either of these langu-
ages. The nwnber of non-English knowing persons who nse cheques is
comparatively small. The abolition of stamp duty on cheques has lad
to an increase in the use of cheques, and aiso in the number of people
who use cheques.

Notes of interviews by Prof. H. L. Chablani, with L. Janki Pershad,
Munim of R. B. Sultan Singh, regarding Questions Nos, 55-75
of the Questionnaire, on 17th and 22nd January 1930,

2650. 55. Almost all the indigenous bankers and money-lenders i this
city combine banking with trade, mostiy in grain, in ¢loth, in sundries
and in gold and silver. They belong to the followng communities:—
khatris, banias and marwaiis.

2651, 57. The Delhi indigenous bankers and money-lenders do ror
advance money to agriculturista nor do they finance industriea.

2652, Therz is no regular place here where persons who buy or sell Aundis
regularly meet to carry on their business, but the brokers do go round
daily to know the trend of the market, and one eomes to know (at about
10 or 11 o'clock) the bazar rate every day. If there is = dispute aiout
a particular Awnds transaction, the panchayat of these indigenous
. bankers mests at L. Shri Krishan’s place to settle it np. This pan-

" chayat has got a regular set of rules

" 9653. The Aundis issued here are for various purposes : —
(a) for earning commission out of remittance business between
one place and another;
(b) for financing bora fide trade transactions in which the goods
are moving from one place to another;
(c) for accommodating some client and earniog & commission for
lending on the eredit and security of one’s name, and

L. Janki Pershad.
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() for obtaining credit for a few days, say 4 days. For instarce,
a man may sell & Aundi on Bombay in the Delhi market to
day and remit money to the Bombay party by a telegraphic
draft through a bank on the 4th day, the hundi taking two
days in transmission and being delayed for payment for
two days more in Bombay.

2654. 58—863. The only connection with the joint stock banks includiag
the Imperial Baok that these indigenous bankers have goti is that they
sell to the banks darshani hundis in their hands at times when they
need money. They get more credit in times of need from the joind
atock banks than from the Imperial Bank. Their banking business is
only a sideshow of their main business. Quite & large number of these
bankers are unable to recover their loans; in fact in these days money
cannot be recovered except through the court which involves consider-
able expense and trouble. Even when & house or other property is
mortgaged, a number of disputes arise as to the title; minors put in
& dlaim; the wife puts in & olaim, with the result that much of the
business has ceased to be profitable. . Apart from the indigenous bank-
ers, & number of people, especially pleaders who have got money, do
buy Mhundis in the market. The most substantial of these indigenous
bankers do not accept deposits, because they do not want to pay any
interest on them. It is only the lesser ones who have pot got sub-
stantinl amount of other people’s deposits with them. About five or
six of these indigenous bankers accept even demand deposits, i.e.,
deposits taken with the undertaking to repay at any time when the
depositor asks for the return of his money; and on these demand-.
deposits they pay a very low rate of interest. Excepting in the case
of Khari Bacli bankers, thers is no asystem of current deposits, i.e.,
tdeposita to which a depositor ean add when he pleases as well as with-
draw when he pleases. The indigenous banker does not give the depo-
‘sitor any document to show that he has a demand deposit or a deposit
in current account at all. As a matter of fact if & receipt is demand-
ed from an indigenous banker, he would resent it as a reflection on
his honesty. It is only the persons in whom people have great trust
who receive deposits. The depositor does not himself go to the bank-
or, but sends his own man to get the money when he wants. If he
wanta to transfer the deposit to some other person’s name, the depo-
sitor’s agent comes and gets the entry made in the name of the person
to whom the deposit is to be transferred. If the deposit remains as &

fixed deposit, interest in generally paid at the rate of Rs. -/7/9 per
cent. p.m.

2633 Against deposits the indigenous bankers keep a small amount of
cash, but that is never adequate to pay the depositors if thef ask
for the return of their money at once. The rates of interest allow.d
Ly these bankers on deposita do not vary from season to season as in
the case of joint stock banks. The saAwxkars rate is exactly the same.

9658. Usually the loans on pro-notes are advanced only for two montha.
‘The rate of interest on these is not a fixed quantity. It varies from
8 to 10 annas per cent. p. m. but in these days the rate of interest is
only 7 annas per cent. p. m. For the four months of the rainy season
the rate of interest goes down even 1o -/3/- or -/3/6 per cent. p.m
svery yoar. These rates have continued practically unchanged for the
last 8 or 10 years. .

2637, The rate of interest on the mortgage of house property varies
between -/12/- and Re. 1/- per cent. p.m. according to the stipulation
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and the standing of the parties. Now-a-days about -;12/- per cent.
p.m. is the usual rate. These rates have remained practically un-
changed for the last 20 years,

2658. In Delhi city no indigenous banker advances money on the mort-
gage of agricultural landed property. '

2650. It is very rarely in Delhi and in the Punjab that the courts award
Interest after the date of the decree. Occasionally in cases involving
large amounts the courts award interest owing to the apecial exer-
tions of a pleader, but it is never more than -/8/- per cent pm. In
the United Provinces however the courts generally award interest
after the date of the decree at the rate of -/8/- per cent. p.m. This
has continued to be the case for the last 20 years.

. 2660. Op ornaments the rate of interest charged is hctween -/12/- and
iéld,/- per ceni, p.m. These have continued to be the rates for the last
years.

2661. Loans against verbal security are only for 8 or 10 days, as money
is not advanced for longer periods on verbal security only. The rate of
interest on such short period loans is generally about -/8/- per cent.
per month, '

2682._ The sakukar: rate of interest is -/7/9 per cent. p.m. This has
continued to be the same for the last 50 years and anybody who pays
g higher rate of interest will cease to be considered a sghukar in the
azar.

2663. The rate of interest on mayadi hundi of 60 days varies between
-/4/- per cent p.m, in the rainy season and -/12/- per cent. p.m, in
the busy season, but this year the business is slack and even in the busy
season the rate has not gone beyond -/7/- per cent. p.m. Partly owing
%0 insolvencies in recent years, partly owing to Hindu-Muslim
troubles, on account of which many Hindu bankers have curtailed
their business with the Muslim dealers in Saddar Bazaar, and partly
owing to the increasc in the rate of stamp duty on mayadi hundi, the
number of such kundiz has declined very much.

2664. 66. Most of the indigenous bankers refuse demands for acconmmo-
dation not because of insufficiency of their eapital, bui because there
is lack of trust generally now-a-days. :
2665. 67-88. Four years ago the bulk of the remittance business here was
done by the indigenous bankers partly by means of hundis and partly
by means of notes in insured covers through the Post Office, but now-
a-days the competition of Indian joint stock banks has decrecased their
remittance work. This kind of .remittance business of the indigenous
bankers has been seriously affected by the opening of branches by the
Imperial Bank. The indigenous bankers do not buy supply bilis from
the Imperial Bank. ,

2666. In the grain and cotton season lakhs of rupees in coin used to be
sent from here to places like Khurja, Chandausi, Hathras, and Aligarh
on the one side, and Bhatinda, Gidarbahar-and Rohtak on the other.
This kind of their business has practically ceased in the east now-a-
days on account of the new branches of the Imperial Bank, as#
merchants of those places now give hundis to the Imperial Bank and-
get coin from them, but on the Bhatinda side it still continues. Even
now about 5 to 7 lakhs of rupees in actual coin are sent through messen-
gers to Bhatinda and other mundis to the west.

26887. In the grain seuenn money flows from Delhi city to tl_lo follgwing
mandis: —Rohtak, Sarsa, Hissar, Bhatinda, Chandausi, Aligarh,
Ghasiabad, Hapur, Decband and Shamli. Money used to flow during

L. Janki Pershad. =
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the eotton season to Khurja, Chandausi, Hathras, Aligarh et -but
for the last two years this has stopped. The main cause of the decline-
in remittances from Delhi 18 the starting of the branches of the-
Imperial Bank in the various placea towards the east, but money still
continues to flow towards the west, because there are no branches of
. the Imperial Bank there. The cotton season lasts only for three
months, Beptember, October and November, while the grain season
begins in April and lasts for about 2} months. The method of remit-
tance was &s follows:—Our clients in Khurja and other mandis used
to come here and sell us darthani kundis on Bombay.a.nd Calcutta.
We used to give them either our own cash or cash obtained by selling-
these hundis to the joint stock banks, charging our commission for
accepting the Aundis at the rate of 1 anna per cent. The banks after-
three days got their money back in Bombay or Calcutta, and in case
they financed piecegoods trade also, they got their rioney back again
in Delhi by turning into cash the darshani hundis from Bomhay on the-

iecegoods merchanta hera, Bu&‘aome of the banks, for instance, the

mperial Bank did not finance the piecegoods trade at all, and in their
case money sent out from Delhi did not return to Delbi.

9608. The billa of exchange payable more than one year after date or
sight were at no time common here; there used to be a few of this
sort, but the dazar did not look with favour upon any Aunds of onger
duration than 60 days.

$669, The Aundss emanating from Delhi can easily be discounted in thim
centre and are not sent to any other centre for discounting. Most of
these Aundis are bought by persons who have got their own cash to
inveat, and they keep these Aundis with themselves till they are matured,.
and in case they want oash, they sell them to the banks. The mudats
Ausndis have declined in quantity not only on account of the increase
in stamp duty, but also on account of the fact that & number of people
have becoine insolvent and there is no sense of seeurity in the market.

2870, The Aundi dealers who used to sell us darshans hundis, used
to have from us rupees in coins and not in notes.

267]. Now-a-days stamped receipta are more common on account of the
increase in stawmp duty on Aundis.

2672. 89, In the rainy season much lesa than haif the money in the hands.
of the indigenous bankers finds employment in Delhi or in the mofus-
sil centres. Money does not flow on this account to Delhi from the

mofussil centres during the rainy season, the se s slack in.
Delhi itself. . & ¥y n, as the season is in

2673. 70. The market is not bound by the Imperial Bank of India’s:
Aundi rate at all, It is rather the Imperial Bank’s rate that sometimes
changes in accordance with the conditions of the Aundi market here.
1f, however, for any canse operating outside Delhi, the Imperial Bank
of India changes its Hundi rate in accordance with the conditions-

frevui_!ing in Bombay or Calcutta, the market does not follow the
mperial Bank rate at all, '

2%674. M. The indigenous banking community will dislike intensely any-
mesaure for regulating their operations and giving publicity to the-
same, as no one in India would like to reveal to others his own posi--
tion. The business in Judis rests wpon general renutsatinn and no-

body likes to do any thing that might h the ali effect in:
generhl repute in the market. bt have 'ghtest on his:
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Tcterviews with grain ind cotton merchants in Rui-ki-Mandi,
Sadar Bazar, Delhi.

——t . b

The representative of the firm of Kushiram Chanderblan,

2673. Thus mandi deals in practically every kind of grain and cotton
produced in the Suba of Dethi. Formerly, produce of the villages
round about Dethi within a radius of 100 miles, used fo be nusrket-
ed in this mandi, but this has practically ceased since mandis have
been established in Sonepat, Rohtak and Babadurgarh. Among others,
following are the neighbouring villages from which preduce comes to
this mandi for sale:— .

Narela, Ladly, Shampur, Haiderpur, Nangloi, Xamardi Nagar,
Moghulpur, Klan Khurd, Pitampura, Caripira, Ghuora
Hirankhurdrana, Ranikhera, Rasulpur, Mundka, kan
Hola, Madhipur, Nehrpur, Rithala, Saraspur, Azadpur,

. Bhalswa, Jehangirpur, Nangli Kuna, Alipur, Mahrauli
Chiraghdili, Adhchani, Ladesarai, Chatapur, Hauzkhas,
Manirka, Palan, Bijwasan, Hastsal, Bindrapur and Dabri.
. Of these, Mahrauli, Chiraghdili, Adheeni, ladosarai,
Chaturpur, Hauzkhas, Manirka, Palam, Bijwasan, Hastsal,
Findrapur and Dabri always send their produce both to this

manefi as well as to Khari Baoli in the City.

Among the smaller mandis in thé Suda, viz., Narela, Nazafgarh, Baha-
durgarh and Shahdara, Shahdara sends practically nothing to the city
of Delhi, its business being generally limited to what is required for-ite
owil consumption; but the other three do send produce to the city
mandis. Zamindars in villages on the other ride of Najafgarh and
Bahadurgarh go to these mandis for marketing, hnt in case the rate in
Delhi is more favourable to the seller to the extent cf 8 pies per rupee
they generaliy come to Delhi direct in spite of the distance, On this side
of Najafgarh, zamindars prefer to go to Delhi direct; they have their
own transport arrangements which cost them less to hring Lhe produce
to Delhi than it would cost the grain dealer in Najafgarh or Bahadur-
garh. The dealers in the mofussil mandis send about half the grain
they purchase to.outside markets. In case of wheat, however, nearly
12 annas in the rupee is sold in the local mendis and hardly 4 annas
some to the Delbhi market and that too only in a good year.

The zamindar-sellers in the mandi at the time of the enquiry.

2876. Inside the mandi, a number of zamindars werz found seiling for
»ash the produce which they had brought to the market in their own
sarts. At the shop of Papiymal Chhanulal, 2 Jat 2amindars, by name
Khushiram and Gangaram, had come to sell their produce. Khushiram
1ad cume from the village Niwada, 7 ko from Delhi and & kor from
Najafgarh. Asked as to why he had come to Delhi to well his produce.
1¢ replied that there was no banta dealer in his village and that it was
onvenient to him to come to Delhi because he had nrt only to sell his
sroduce but also to purchase some things for himself which he could rot
lo in his village. He further stated that although he was indebted
io a bania in Najafgarh he was not at all compellnd to gell his nroduce
o him and that he would pay him such amount as he could =fford to
say out of the proceeds of the pale in Delbhi. Gangaram Jat had come
‘rom Nirani, 3 Los from Delhi. At the shop of Bhivlal Prabhudayal,
yme Naunda had come from Jwala Heri, 5 ko« from Delhi, Ramjilal had
wome from Kesopur 8 kor from Delhi and Premsinzgh had come from

Graip and Cotton Merchants of Rut-ki-Mandi.
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Kbiala 6 %oz fromm Delhi. Ramjilal stated that he was indebted to
-mahajans at Najafgarh, and Nangloi Syed. Asked why he did not
well ‘his crop to these mahajuns, he said that the .mahajan at Nangloi
Syed had asked him to sell the produce at Delhi and pay him in cash
instead of in produce. At the shop of Charanjilal Batanlal one cart
load had been brought by 3 zamindars, i.e.,, Khesan, Bikha and Bhola,
from the village of Dagarpur, Tehsil Bagpat, District Meerut ahout
9 kos from Delhi. At the shop of Lachminarain Surajbhan, Allaudin
had come from Naun in the Distriot of Gurgaon about 20 ros from
Delhi. Dalipsing had come from Samipur 8 koy or about 8 miles from
Delhi, in the Delhi Tehsil, and Nathan had come from Madhepur
4 kos from Delhi At the shop of Gopinath Ram Kishen, produce was
sold by one Chinta Lambardar of Jagatpur in Delhi Suba about,
8 kos from Delhi. .

Dipervence in price and erpenascs for marketing in the mandi.

'2877. The dealers and the zamindar-sellers who were questioned all
agreed that there is generally a difference of 9 pies per rupce in the
prices of grain in Delhi and Rui-ki-Mandi and those prevailing in the
mofussil mandis of Narela, Najafgarh and Bahadurgarh. The dcalers
were unanimous in the view that it does not and would not pay the
mofussil baria to buy in the mofussil mandiz and sell the produce in
Kur-ki-Mandi, He has to pay 2 annas a maund on carriage of goods,
4 piet:kger maund terminal tax in the city of Delhi, 8 pies per maund
for packing, weighing, sewing, etc., and 3 pies per rupee or one anna
per maund as commission charges o his artia in Dethi. It does, how-
ever, pay the samindar to bring the produce to Delhi as transport
arrangements are his own, If, however, the ban:a has to yccover his
money from a zamindar client, he does accept grain at the mandi price
and sell it through his urtin at a loss of 5 per cent. in the aggregate.
fo the case of cotton, both the mofussil dealers and the :nmundars bring
thy produce for sale in the city of Delhi. Most of the cotton produced
in the snbn, say about 12 annas in the rupee comes to the Delhi city
market and roughly half is brought by the ramindars and half by the
village doalera, The mnofussil dania dealer in cotton has to pay 6
annas per maund on cartage, 8ix pies on coolies and two runas per
maurd on weighing. None of these charges are borne Ly the cumindar
sollers at all. The local mills take 40} seers for a maund which means
& losr of roughly 2 anna per maund. Six pies per maund are deducted
as dolals by the local mills and seven pica per maund us bandhai or
woighing by the local mills, six pies per maund is paid as commission
tu the artia and six pies per maund as terminal tax; and about half &
seer per maund or 9 snnas per maund is the loss on account of
shrinkage. The total cost on account of all these is roughly Re. -/14/6
per maund, while according to the mandi dealers supported by
Zaildar Kristhen Ram, who was present in the mandi, thers is
generally a difference of about a rupee pen maund in the price of
cotton at Narela and Deihi leaving about six piea t0 8 annas
profit to the village dealer. Against this mmall profit, there is the risk
of loar if the nrice on the next day is lower than on the preceding day
when he purchased cotton at Narela,

Proportion of the crop sold in Delki,

97, The total amount of cotton produced in the Delhi Tehsil is not
enough for the local demand of the mills and cotton comes for cale into
Delhi from Ghaziabad as well as from Meerut Districe.
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2579, For the last two or three years, the wheat crop has failed in Delhi,
but in a good year about 65 per cent. of the wheat crop in Delhi Swha
comes to the Delhi market while the rest is sold or consumed in the
smaller mofussil mandis. Of this 65 per cent. 40 per cent. is marketed
throagh mofussil dealers 2t one stage or the other, while 25 per crnt. is
brought into Delhi for sale by the zamindars direcily. Jax or barley is
generally grown on Najafgarh and Narela side. About 30 per cent. of
the produce remains in the local mandis of Najafgarh and Narela at the
harvest time, while the other half comes to the Delhi market at the
harvest time. If there is demand outside Delhi, about half of what is
sold in Najafgarh at the harvest time is sent to outside markets through
the Railway Station Kishengunj ; but in case there i= no outside demand
this also eventually finds its way gradually to the Delhi market. The
praduce brought for sale to the Delhi market at the harvest time cumes
through the zamindars themselves,

2680. (Gram, sarson, maire, mutiar and torich are other staple crops
soid in Delhi market, but this year very little of this has come to the
market so far,

.S‘?omge.

2681, Zaddar Kishen Ram and the dealers in the Rui-ki-Wandi were of
opinion that about 25 per cent. of the samindars do cctually store
produce for six months in the hope of being in a position to zell at &
iavourable price later on. When pressed to mention some names they
stated that one Bahadur Singh of Moghulpura Kalan actually stored
produce for as long as 24 months and suffered o heavy loss on this
account as the price of the produce was four seers a rupce at the time
he stored it and is 10 seers a rupee at the present time. They mentioned
also one Ratansingh of Moghulpura, one Harnam of Kundangari in the
Sonepat Tehsil of Rohtak District and one Dalip jatl in the village of
Khewra in Sonepat Tehsil as instances of zaminfars wbho are in the
babit of storing their produce.

2652 The mofussil mandi dealers who sell their produce through the
artias in Bui-ki-Yandi do not wait for more than two or four days to
sell the produce, a8 no artia in Rui-ki-Mandi stor=s his produce in
order to sell it at a higher price later on.

The artia's proft, -
9683. The dealers or the artias in Rui-k¢-Mandi pay the zamindars ready
cash, while they sell the produce to the buyer on credit for eight days,
thus losing interest for 8 days. The seller of the produce has not to
pay any commission to the artia; this is paid entirely by the purchaser
and amounts to only 3 pies per rupee. The seller whether zrmindar or
a dealer has not only to pay nothing to the ertia, but actually receives
from the artia about 2 annas per cart which on an average weighs about
920 maunds and is of the average value of about Rs. £0/ in the case of
wheat and Ra, 40/ in the case of jou. The romindar seller alwo gets
{rom the artia free tobacco, one pice for ackar if he has brought his cwn
food and sometimes food alsa. The ertia bas to pay in addition to
these one anna per cart as chkowkidari to the owner of the mandi or the
sarai, and 2 annas per cart as twlai. Over and above this, the ortia
has to stand godown charges for 15 days as the buyer is allowed to keep
gocds in the godown free of charge for 15 days. Al this has to be met
out of the commission of 3 pies per rupee. Out of the balance which
remaing, provision has to be made for shop expenses and for the
insurance against loss on account of bad parties. Interest is charged
by the artias after eight days credit to their clients at the rate of
8 annas per cent. per mensem.
*  Grain and Cotton Merchants, Ruwi-ki-Mands. .
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Financing of artias and interest charges. .

2684, There are 35 shops of arties in Rui-ki-Mandi and Medgunj in tf_ne.
city of Delhi, out of which only 5 dealers do business entirely with their
own money. The remaining have to borrow to the extent of nearly 12
annas in the rupee of their capital for which they have to pay interest
at rates varying between -/8/- to Re. 1/- per cent. per mensem to the
city sahuker according to the credit and standing of each party.

9685. Weights in the Rui-ki-Mandi as well as in the mofussil mandis are
all standard weights—80 tolas making a seer. Both the dealers and the
ramindars present agreed that there was no excess charge in weighing

and that nothing more than 40 seers were actually weighed for the price
nettled for 40 seers.

A P

Notes of interview by Professor H, L. Chablani with grain and
’ cotton merchants of Naya Bazar, Delhi.

MR. SANTNARAIN GGURWALA ASSISTED AT THE ENQUIRY.

2686. Lala Ram Gopal of the firm of Seth Ram Gopul Umrao Singh,
Naya Bazar, Delhi.—For the last two feurs, ver]g little grain has been
coming to the Delki market from the villages in Delhi as the ciops have
beer; very unsatisfactory. In am ordinary year the villages in Dclhi
Teohsil send about a lakh of maunds of grain to the Delhi market, consist-
ing mostly of wheat, barley, gram and torich. The mofussil places in
the Panjab, particularly Watirabad, Gujranwala, Ehanka-Dogran
{District Shekhupura) and Gojra mandi in Lyallpur send on an average
about 20,000 maunds of wheat a month, while on the sastern side places
in the Districts of Cawnpore, Ettah (District Jalaon) and Ettawah
send about 5,000 maunds of wheat a month. About 1,000 maunds of
moong per month comes from Cawnpore while urd comes from Khur-
sand in the District of Bilaspore. About 50,000 maunds of wheat a
vear are imported into Dethi from Moradabad, Chandausi, Hapur,
Ghaziabad and Amroah. The total amount of cereals sold in Delhi
varies hetween 80,000 and one lakh maunds a month, 1/3rd of which is
sent out to viliages round about Delhi and 2/3rds is consumed in Delhi
itself. Nothing is exported to Bombay or Xarachi. There are no
dkatis here nor any kothas for storing the produce; grain is stored in

haris which are kept in the godowns of the shops of grain ddalers in
Naya Bazar,

9087, Seth Thokur la: of Naya Barar.—The grain merchants in Naya
Barar, Delhi, do mostly arfia work. They do not huy and sell on their
own account, but sell on behalf of their clients charging them a commnis-
sion.  The ramindar clients deal mostly with dealers in Rui-ki-Mandi
and Med Gunj in Sadar Bazar or go to Chauri Gunj and Pakar Gunj.
The dealers in Naya Bazar get grain mostly from ou'side; very little,
at the most | anna in the rupee comes from the Delhi Tehsil. The artias
advance to their clients amounts varying between 12 to 16 annaa in the
rupee of the value of the produce on the security of the produce entrust-
ed to them. The clients take sometimes actual cash and sometimes draw
darshans Aurdi; on the artia.  Interest is charged at the rate of -/7/9

or cent. per mensem. Practically every client takes some advance.

he produce is generally kept with them for about 20 days er nne month
before it is sold. It is very rare to keep it unsold for thres or four
months as no one wishes to take the risk of fluctuations in prices or
dueterioration on account of the surface moisture. The godown chargea
of the artin come to Rs. 3/2/- for a hundred bags (each bar weighing
about 2} maunds) per month. This is paid by the seller. The charges
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paid by the buyer are Rs. 2/8/- per Rs. 100 worth of produce sold, out

~of which -/15/- anpas are deducted by the buysr on uccount of the

charges to be paid by the buyer as brokerage, weighing charges, remuner-

" ation of coolies, ete., so that the net charge is one rupee end nine snnaa
-per cent. or 3 pies per rupee. As the buyer pays money cnly after &

days, this includes interest for 8 days and the net charge to the buyer
is Rs. 1/7/0 per cent. Out of this the artie has to pay 1/10th to the seller
and fo meet expenses of boarding and lodging of the selling clients who
stay with the artia sometimes even for 15 days or A month at a time.
The clients have to be informed also of the daily Buctuations in prices.
While the charges for telegrams fall on the seller, the postal charges of
postcards and letters fall usually on the artie. On the whole, the net
earning of the artia does not come to more than Rs. 1 per cent. out of
which the ar#ia has to meet losses on account of bad parties.

2688. A number of zamindars now-a-days bring producc to the mofussil
mandis like Bahadurgarh, Narela and Sonepat and pay cash to their
creditors, from whom they have borrowed money, out of the procecds
of the sale. In the mofussil maendis there are also a number of Muslim:
Jar dealers in addition to the bania dealers, This firm has several .
‘khatas from Muslim and Jaf dealers in the Punjab mandis, specially in
Rohtak where there are hundreds of Jat dealers. The zamindar dealers
in the amall mofussil mandis deal sometime with hig mofussil mandis
and sometime directly with dealers in the city of Delhi. '

268¢. The difference in prices of the small mandis and: Delhi hardly
covers the expense of transporting produce. There are occasions on
which there is practically no difference, £.g., gram is sold at 10 seers

@ rupee at Rohtak as well as in Delhi at present. Ocdinarily, the

difference is about half a seer to 3/4ths of a seer per rupee. The artia
does not store produce for higher price, as godown charges and the
danger of deterioration do not make this a remunerative business to
his clients. Zamindars and dealers who wish to do this keep their
grain in Hapur or Ghaziabad and send it for sale to Delhi only when
they think that the price is favourable.

2690. The business in grain in Delhi does not require much outside
finance. There is only a limited scope for this business in Delhi, and
art.as have generally enough funds of their own; and in case of weed
they borrow from one another, but seldom go to a bank for aeristance.
The following are the prices of first class wheat recorded in the
account book of broker Shiv Karan Ji on the 1st of every month since

Jeth 1996:—

Wheat 1st Quality,
1st Jeth 1988 ore ... B} seers.
1st Asar 1986 .. 9 seers.
1st Sawan 1986 .. B seers.
1st Bhadhwa 1986 wer e 7% Beers,
1st Asu 1988 . +s 7§ seers.
ist Kartik 1986 ... B seers.
1st Mangsir 1986 our ... B} seers,
1st Poh 1986 ... B} seers.
1st Mah 1986 : ... B seers
1st Phagun 1988 e 9) seers.
Ist Chet 1986 . 9} seers.
1st Vaisakh 1987 ... 10 scers.

Grain and Cotton Merchants of Naya Bazar, Delhi.



255

089]. The grain dealers here generally follow the lead of. European«
export merchants so far as wheat prices are aoncerned. There 18 &.

- general belief among them that these Europeans export  merchants:-

menipulate prices to suit their own purpose. They make a show of
Luying in order to raise prices and then effect contracts with dealers on
this basis, lowering and raising prices just as it suita their purposes.
The market is completely dominuted by them and quite a large number
of dealers have suffered heavy losses. Although ‘hese European export.
firme practically do no business in Delhi, the rates settled by them in
places like Karachi_and Lyallpur rule the Delhi market.

9802, Interviers with the firm of Mam Raj Chuni Lal dealers in
cotton and grain both.—The saleable produce of Delhi villages does not
go outside tae Delhj province. It generally comes to the Delhi market.
About 2/3rds of the produce is brought for sale to Delhi and to mofussil’
mandis like Narela Ey the ramindars and only 1/3rd is bought by the
bania or the viliage dealer. (At the time of the interview 2 agricul-
turists were actually present at the shop. One was a Jat by name Rak
Phal and the other by name Bhandu who had brouxht jire, dhania,
saunf, toriak and saraon for sale.) Cotton in generally eold to the local
Mills but the transaction is settled through the artia in Put-ki-Mandi
and Med Ganj. This firm used to deal with many zamindars in Delhi
Province directly about two years ago, but since the crops of the last
two yoars have ieen unsatisfactory and more business from outside is
offrring itself, the firm does not do now much business with the villages
in Delhi, On being asked to give from his dandi a few names of the
agriculturista who have soid their produce through kim as #n aertia,

Ehe l“f:)llowing entrios were picked out at random from the account
ooks t—

1. 1ith R:pg‘lh_loﬁ.—llmrilal, Jat (of Ghatwar) sold gram worth

2 Mrd Vay 1925, —Chaguram, Jat of Nangal Deokawala (Delhi
Tehail) sold 2arton worth Ra, 29.

3. 29th May 1926.—Ram Rukh Ahir of Wazirabad (Gurgaon) sold’
jira worth Rs. 5/8/0.

4. $th June 1926.—Juma Bux, Mian of Begumpur sold arkar and
dhania worth Ra. 154.

5. 18th January 1927.—~Khiali, Jat of Jajiruwala (in Tehsil

Balabhgarh) sold kapns (cotton) worth Rs. 130 at the rate of
Rs. 8 per maund.

8. 2ith January 1927.—Puranmal Taga, Bhadurpurwala (in Delhi
Teheil) sold kapas (cotton) worth Ras. 448,

7. #ith January 1927.~Nihal Chand, Jat Loskuniwala (in Tehsil
Balabhgarh) sold kapaz at the rate of Rs. 7/8/0 a mannd
and ghee at the rate of Ra. 62 a maund, total Ra. 171/6/3.

None of these were in any way debtors of this firm, which does not

advance any money to agricalturists except on the security of produce
eold to them as artia.

2320, Not only the ramindars sell their own produce directly to the city
nrtra, but quite & number of them are purchasing the produce of others
and setting up as small dealers on their own account, bringing y.roduce
tu the city for sale to the arties. The number of this class has increased
varticularly in Maidangarh, Ladosarai and Mahrauli. On being asknd
to name two sich dealers. the representative of the firm raentioned Rup

\;.hnnﬁ: Jat of Rajpur KEhurd and Kanya Lal, J21 of Saida Job near
uta :
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BANKING ENQUIRY COMMITTEE FOR THE CENTRALL
ADMINISTERED AREAS.

DELHI.

‘Written replies to the Questionnaire.

GOVERNMENT OFFICIALS.

Mr. Mehtab Singh, Industrial Surveyor, Delhi,

A.—AGRICULTURAL INDESBTEDNESS.

2676. 1. Any investigation into the statisties of agricultural indebtednes
of the province with a reasonable degree of accuracy involves the
conduct of a systematic survey through the agency of official as wel
-ag non-official organisationg in intimate contact with the agriculturist.
The illiteracy and ignorance of the ryot are real obstacles in the way
of eliciting reliable intelligence relating to the existing indebtedness.
The machinery entrusted with the work must be able to earn the
«confidence and appreciation of the villager with regard to the bonu
fides of the enquiry. The careful collection and judicious collation of
.¢he inteliigence are emphasised from the point of view of intrinsic
value of the investigation. The statistics must differentiate betwzen
productive and unproductive debts with classification of co-operative
and external debts under each category. -
2676. The primary remedy against borrowing for wasteful and unpro-
<ductive purposes lies in the education of the agriculturiat. The provi-
sion of organised credit is hoped to act as a restrain on the borrower.
“The organisation of co-operative better-living societies together with the
promotion of the study of co-operstion among the agricultural classes
. generally through dissemination of knowledge by modern educational
" methods is also regarded to create a favourable atmoaphere and en-
vironment for their healthy growth,
'2677. The establishment of ‘agencies on co-operative lines for the supply
of agricultural implements and appliances as well as seeds of im-
proved types in important localities, the economic education of the
agricuiturist by way of a central model demonstration farm, the provi-
sion of easy agricuitural credit, the liberal grant of improvement loans
-and the promotion of combinations of the cultivators owning small and
scattered holdings for co-operative farming are expected to encourage
borrowing for productive purposes by the agricultural classes.
2878. A large number of cultivators are indebted to the bunia—the vil-
lage money-lender who not only lends money but lends, purchases and
sells grain and other necessaries to these classes. In addition to the
village money-lender, the Government and co-operative societies are
also creditors in rural areas. The zamindars money-lenders who ar2
of recent growth in thia province constitute a fairly important section

of creditors. :

2679, 2. The rate of interest generally charged by the money-lender and
the zamindar varies from 12 to 24 per cent. per apoum, with
the class of borrower and to some extent the nature of security offered
‘for the purpose of loan, The co-operative societies charge 12} per

Mr. Mehtab Singh.
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cent. in tuial sreas while Government advances loans at a rate of about
. € per cent. per annum,

2680. The compoungd interest is mostly charged half-yearly by the money-
lender and the zamindars who generally resort to the courts of law for
"the repayment of debt before the expiry of three years, sithough
renewal of loans is also not uncommon in thia province. The manner
of maintenance of accounts coupled with the inclination to exploit the
needs of the ignorant borrower in certain instances renders the rate
of intetest exorbitant. The half-yearly compound interest is oftem
_charged on the total amount of loans advanced from time to time
during the six months ot the time of the harvest. The co-operative
societies and Government charge simple interest recovering losns by
law in cases of default of repayment at harvest time,

2681, 8. The credit facilities do not seem to have been adversely afiected
to any cogsiderable extent hy. the operation of the Punjab Land Aliena-
tion Act because although the nop-agricultural money-lender does not
.advance money on the security of fanﬁ the samindar money-lender who
is unaffected iy the provision of the Act has taken his place.

2852, 4. The replacement of the small agriculturist by the bigger
samindar is not known on any appreciable scale in this province,

2683. The majority of the money-lending classes is non-agriculturist and
us such iz excluded from any title to the cultivator’s land under the
Pupjab Land Alienation Act,

2684. 5. The Punjab Land Alienation Act affords a measure of protec-
tion to the cultivator from the non-agricultural money-lender for his
landed property being passed on into the hands of the creditor. The
casos of eftivient farmers being turned into tenants through the prooess
of the enforcement of old debts are not frequent in’this province.

2855, 8. The continuance of the proosss tends to operate to the disad-
vantage of the economic development of Indian agriculture. The desir-
ability of the provision to check frequent ejectment of the tenant
deserves consideration. The sale or mortgage of an agricultural
holding within certain limits may be prohibited by legialation.

2688, 1. The ramindar money-lender sxtracts labour on & limited scale
from hia borrower for cultivation of his land and provides food eto., to
him. This does not affect interest on loan. The borrawer who gene-
rally belongs to the caste of his creditor is averse to rendering any
menial services in lieu of interest owing to the communal pride.

2687, 8. The village money-lender advances loans in kind as far as possi-
ble and takes the profits of the transacticns involved in purchase and
supply both for productive and unproductive purposes. The rate of
interest though appears nominal to the borrower is thus often raised
to a high figure, The illiterate and ignorant borrower is consequently
deep in debt and his produce passes to his creditor for several years
For cash advu!eeu. which are allowed on a limited seale the money-
lender charges interest gmnardly varying from 12 to 24 per cent. per

annum but all loans are alike adjusted in terms of cash in the ereditor's

books. The borrower is uneducated and has no ides of business
methods, :

9658, The bank credit in this provinee is mostly confined to commercs
and industry.

2689. The avstem of rak#i loans appears to be gaining popularity with
peonle of small means in this provines. A loan of rupees ten ia

tc be recovered in twelve monthly instalments of & rupes each. The
same borrower can obtain & number of raAts loans on this system.
YOL. IV qQ



258

The borrower is required to pay about a rupee by way of stamped
paper, the writer’s fee, etc., for the grant of raht: loan. In default
of payment of any monthly instalment, & rupee and a quarter is to be-
paid instead. The rah#: loans are often allowed on the surety of
another person of known eredit who also gets his commission from
the . borrower.

2690. 10. The desirability of the provision of legislation for the publica-
tion and regulation of accounts of the money-lender as well as ensuring
fair transactions between the money-lender and the - sgriculturist
deserves coasideration,

2691, 11, There is neither, any villagerarbitration beard nor any pan--
chayat in this province for the settlement of disputes between the
money-lender and the agriculturist.

B.—FINANCE FOR AGRICULTURAL PRODUCTION.

2692. 12. In practice, there is no particular distinction madse id
of the different classes of agricultural borrowers in relation to the .
existing system to obtain finance for agricultural production.

(e) During cultivation, finance is obtained mostly in kind adjusted
in terms of cash in the creditor’s books, at a rate of interest of 24 per
cent. per annum .generally, payable at harvest time. In addition to
the interest charged on loans, the money-lender keeps a margin of
profit of sbout ten per cent. both at the time of supply to, and recovery
of seed from, the borrower.

{5) The capital and permanent improvements are financed by Gov-

ernment at about 8 per cent. of iuterest per annum.

~{c) The takavi loans are advanced by Goverpment during times.
of famine besides remissions of land revenue. The money-lender lends.
grain to the agriculturist to be adjusted in terms of cash in his books
carrying intereat at 24 per cent. per annum generally. For the pay-
ment of land revenue, the agriculturist borrows money from the meney-
lender or co-operative soclety at 12 per cent. to 24 per cent. and 12}
per cent. of interest per annum, respectively, and generally payable
half-yenarly. ) .
2693, Roughly speaking, the finance for agricultural production obtain-
ed in kind is to the extent of sixty per cent.
2694, The land, house property and ornaments form the zecurity on
which loan is obtained by the agriculturist. The extent to which loans
are obtained against material security is however not considerable.
2605, The co-operative movement has still to do much in the matter of
displacing the money-lender from financing productive operations of
ggricultural induatry in this province. .
2696. 13. The cultivator is benefited to an appreciable scale by the grant
of takavi loans under the Agriculturists Loans Act. A liberal grant of
loans payable on easy terms is suggested to attract the agriculturist to
a larger extent.
2697. 14. There is at present no co-ordination among the various credit
agencies.
2698. 15. The provision of finance for agricultural production in kind
should be encouraged as far as possible. The seed, implements, ete.,
obtained by the agriculturist under the existing conditions are of in-
ferior quality. 'The provision of better seed and improved imple-
ments is regarded essential towards the improvement of the produce
of the agriculturist.. To ensure the supply of seed of & guaranteed

Mr. Mehtab Singh,
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‘ -
uality to the agriculturist, 4 central granary may be eatablished for
the purpose, by the co-operative movement, ipitiated and fostered by
Government action, if necessary. . _
2609. 16. The available capita] to finance agricultural production in this
province appears not insufficient as is evidenced in the reduction of the
sate of intorest by the Provincial Co-operative Bank, the central

. financing institution.

O.—FINANCE FOR MARKETING,

2700, 17. Nature seems to have been kind in so0 distributing the agricul-
tural tracts in this province aa to afford a market not far distant even
from the most secluded villages. Besidea Delhi, which is & great
distributing market in virtue of her being the junction of almost all
the important railways in India, there are small marts in Mahrauli,
l_{'a.ja.:ga.rh, Buwana, Narela, Jangpura,: Shahdara, Karala and Kan-
jbawla.

2701. 18. Delhi is in fact, the only principal market in the province
which receives a larger proportion of her agricultural produce in grsins,
seeds, chillies, cotton, ete., either for purposes of local consumption or -
export. The balance is despatched to the neighbouring markets of the
Punjab and the United Provinces, ag well as railed direct to Karachi,
Bombay and Qslcutta. The amall marts are on the cther hand, con-
cerned mainly in the collection of surplus produce of the locality.

2702. The fruits, flowers and vegotables are mostly brought to the mandsx
at Faiz Basar and Subzimandi in Delhi by the cultivator or trader,
and sold by auction through the agency of the commission agent who
generally gets an anna as commission for every rupee worth of ihe
product marketed.

2703, Cash transactions are the rule in the Delhi market. ‘There is no
exchange of commodities effected in any of the marts in ita literary
eense. The cultivator takes hia produce to the dealer in the mart and
obtains his necessaries of cloth, oil, salt and implements, but his sales
and purchases are alike adjusted in terms of cash in the dealer’s books.

2704, Under existing conditions the produce is carted by the cultivator
or the village trader to the Delhi market where it is sold to the whole-
sale dealer through commission agents or arhtias. There is usually seen
a large number of brokers and peity-agents going round the market,
and there are almost always one or more intermediaries between the
buyer who takea the produce to the destination of consumption or
export, and the cultivator or the trader who sctually brings the com-
modity into the market.

2708, A large number of cultivators are indebted to a class of trader who
is Sanerall,v the village money-lender. He not only lends money but
lends, purchases and sells grain and other necessaries of Lfe. The
village money-lender who financea the ordinary movementa of the crops
in therefare the possible purchaser and distributor of the produce of
such cultivators. The arAtia or commission sagent who finances the Iand-
owner and regular customer often lends mouey on the basis of & maxi-
mum of seventy-five per cent. of the then existing market value of the
produce stored with him. The balance is paid after the ce in
no!él l::i the mi&ere:‘t, at ;} per cent. per annum on money advanced
an own and other chargea varving from Ra. 8 to Rs 3290
month for every hundred bags of the produce stored with the eomu;.ln:-
mon agent. '

YOL, IV Q2
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9708, The commission agent, broker and arktia are strictly speakin

different hames for middiemen. The arktie often acts as merchant an

the margin of commission upon which he operates varies generally from
a rupee to o rupee and nine annas for every hundred rupees worth
of the agricultural produce according to the class of the latter,
marheted through his agency. The amount of commission is chn,rgeti
generally from the customer in the Delhi market and both from the
cultivator and the customer in the provincial marts. The producer
_or trader has also to pay wages for the weighing of his produce at
two pice per bag weighed, besides other incidental charges in the
shape of gaushala and dharmada which are three pies and an anns
for every hundred rupees paid to him, vespectively.

2707, 19. (@) The agricultural produce, specially grains, oil seeds and
pulses, previous to taking it to the market is stored loose in a room
forming a complex mixture of good, bad and indifferent stuff and no
attention is paid to sorting amd grading the respective products.

b (b) At the market, the produce is generally stored packed in gunny
2.ZB. :

2708, The grain stored with the commission agent in the Delbi market
is used ap a pecurity for obtaining credit.

2709. 20. The provision of a bonded warehouse in Delki is expected to

facilitate stovage of commodities intended for export to save cartage
and terminal tax charges,

2710, 21. The agriculturist does not enjoy banking facilities and the co-
operative credit movement has yet to do much in the matter of finan-
cing of produce during marketing. The cultivator because of the frag-
mentation of small holdings is often a producer on so small a scale that
it is practically not possible for him to take his produce to the larger
markets and to sell at current market rates. He is thus prevented

from obtaining fair prices for his crop and naturally looks to the local
dealer for his sales. The producer owing partly to poverty and partly
to his ignorance ean obiain prices far from satisfactory for his pro-
duce, The co-operative marketing appears the most promising remedy
and also one of pressing importance in the existing conditions. “The
co-operative organisation can store the produce brought by its members
advancing them a reasonable perceniage of its value at the existing
market rate vill better prices are available. The existing marketing

system presents a real cobstacle to agriculture progress and rursal
banking.

2711, The exporting firm is in rare cases known to finance the agricul-
turist by advancing a reasonable percentage of the estimated value at

current market rate of the standing crop, through the agency of the
guarantee broker,

2712. 22. The railway receipt is employed for raising money during the
process of marketing.

2713. 23. The co-operative movement is expeeted fo solve the problem of
the cultivator possessing little or no capital and owning small and
scattered holdings in promoting combinations to secure some of the
advantages of transporting and marketing on a large scale. The
employment of co-operative resources not absorbed at the growing end
of the farmer’s business in 8 well-organised distribuiive enterprise will
biing greater profits to him.

‘ D.—LoNG PERIOD LOANE FOR AGRICULTURE.

@714. 25. The province of Delhi possesses a comparatively much smaller
acreage under crop as compared with her neighbouring sister provinces,
Mr. Mehtab Singh.
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and as a consequence, takes a amaller relative share in agriculture.
There is a demand for long term credit particularly in relation fo im-
provement; of land by the cultivator pwning large holdings.

2715. 28, The Imperial Bank of India is precluded by its Charter from
making advances against the security of land and joint stock banks
owing to their irability to allow long term loans are of little service
to the agriculturist. The chief solution lies in the ecreation of co-
operative land mortgage banks for the provision of long term credit.

2716, 20, The Punjak Land Alienation Act is in operation in this pro-
vince, the non-agricultural money lending clarses are often found
averse to loan capital for long periods to the agriculturist.

2717. 81. There is neither any mortgage bank nor any other bank in thie
province for the provision of long term oredit.

2718. 87. The creation of a co-operative Jand mortgago bank is suggested
for the adequate provision of long term credit againet sound security.

E.—INpUSTRIES SUBRIDIARY TO AGRICULTURE,

9719, 38, There are many small fruit gardens and orchards scattored
throughout the province, The fruits which find favour in the local
market and are produced Bre mangoes, peaches, bananas, pomegra-
nates, kamaraks, apricots, jamans, guavas, apples, logats, lemonps,
otv,, whereag in the group of flowers, common roses and jesamines
are in good demand and are also grown. Onions, carrots, turnips,
kakriz, melons, cucumbers, brinjals, bhsndss, tindas, toris, tematars,
ete., are amongst the vegetables cuitivated extensively in the suburbs
nf Delhi, Najafgarh and Jangpura.

2730. Beaides gur making, hand-spinning and cattle-breeding which &re

practised on a limited scale only, the small subsidiary industries allied
or asupplemental to agrioulture are non-existent an this province.

27321, Under the present conditions, industrial finance is no problem in
B0 fas as the existing industries eubsidiary to agriculture are con-
cerned.

9729, 30. There are at presant no such industries conducted in this pro-
vince on any appreciable scale. :

2793. 40. The provision of transport facilities is a necessary feature of
any attempt towards the opening up of markets for the products of
these industries which however are not conducted at present in this
provincs, on any appreciable scale.

274, The ricultural population cannot afford to overlook the
economio value of the home industries in periods of forced idleness
The main solution of the problem of economio salvation of the agricul-
turist generally, and the farmer who is left under the baneful influence
of fragmented amall holdin not enough to support him and his
family particularly, lies in the organisation and development of home
industries. The village can hardly remain & sound economic unit in
tho absence of the provision of alternative occupations snited to the
existing conditions. The following are some of the important indust-
rivg of the class which can be conducted in spare time and otherwise
at home aud in which one could count upon the assistance of wowmen folk
and even boys and girls in the family:—

{i) Cotton spinning. '

{ii) Cotton weaving.

(iii) Carpet-making.



263

(iv) Rope-making and mat-weaving,
v) ¥wwar and tape-making.
E ))Bﬁ.mboo and cane work.
vil) Dairy farming.
(viii) Thread-balling.
(ix) Gota-making.
~ (x) Textile printing.
{zi) Poultry-farming.
(xii) Toy-making.
_ {xiii) Oil-pressing and soap-making.
(xiv) Sugar manufacture
{(xv) Lacquer wares
2725. The problem of the provision of financial facilities may be solved
by the organisation of industrial co-operative socicties amongst the
.workers and the application of the principle underlying the ‘State-aid
to industries’ to this province.

G.—NGN-AGRICULTURAL CREDIT AND INDEBTEDNESS,

4726. 48. The extent of indebtedness is not known but there is evidence
to show that the lack of finance in recent years has contributed to-
wards the contraction in the activities of the trading and industrial
communities in this province The rate of interest generally varies
from 7} to 12 per cent. per annum

2727. The difficulties in obtaining loans are chiefly experienced by the
emall and middle class industrialist He often finds it difficult to
exhibit his financial standing in-a form intelligible to a banker and
is unable to offer security of approved name and eof stock that can
be readily disposed of. The bank often refuses to advance money for
lengthy periods on the security of building and plant. The cottage
worker on the other hand, is destined to remain in the clutches of the
merchant middleman until he is assisted to obtain credit on easy
termsa

2728. The desirability of the grant of State-aid to cotiage industries and
the extension of the co-operative credit amongst the trading and in-
dustrial classes deserves consideration.

2729. 49. There are loca]l industries, such as, potiery, gold and silver
threads and lametta manufacture, textile industry, scap manufac-
iure, brass and copper wares, thread ball making, iron foundry in-
dustry, leather tanning and leather working industries, eic., existing
in this Pprovince.

2730. Speaking generally, the want of financial faecilities conpled with
the growing lack of credit and the high rate of interest appear to retard
the development of industries, particnlarly mmall industries of the
province. The small and middle class industrialist or trader is ham-
pered by the lack of finance at reasonable rates. The cxisting organi

salion is considered neither elastic nor sufficient to meet the mdnsh-ul
needs of the province. The desirability for the creation of a suitable
organcsation for the provision of initial and current industrial finance
for long periods and on easy terms deserves considerastion. The grant
of Government loana to small or cottage industries in cazh or by way
of hire-purchase, at the present siage is also suggested under a special
Act providing saitable means for recovery.

Mr. Mehtal Singh,
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2738, There is a small percentage of the money-lending classes living ex-
clusively or mainly on money-lending and banking.

2739. 57. There are practically no banking facilities for the agriculturist
and the co-operative credit is available on a limited scale. Jn the
circumstances, the village money-lender still plays a fairly important.
role in financing agriculture. He does not confine his dealings to-
money but is often also a purchaser of local produce and a supplier
of the domestic and other needs of the agriculturist.

2740. The irade and industry are, on the other hand, financed to a
restricted secale on the whole. The small industrialist and trader
generally possessing the confidence of the banker and mostly capable
of furnishing acceptable security are financed while larger indusirial
and trading concerns mostly go to the bapks. The sahukar or banker
not only lends in cesh but often also lends in kind, The capital to
finance new enterprises is generslly not available and the difficulties-
for obtaining loans for lengthy periods adversely affect the develop-
ment of trade and industry of the province.

2741. The intelligent section of the private firms or individuals desaling
in money-lending is known to invest 4 part of the savings in industrial
shares. The deposits are kept with the well-known and well-estab-
hished industrial concerns in rare instances only.

2742. b8, (az) The indigenous banker or money-lender operates with a
capital, stated to vary between wide limits from rupees five thousand
to two lacs. .

(%) The volume of business is determined by the chief factors govern.
ing the pafety anfl attraction of investments. Generally spenking, the
employment of capital is mostly seasonal in al areas while the
available urban finance does not find utility to a large extent owing
to the general ignorance ef industry and trade, either by way of loan
or subscription to capital.

{¢) The expenses depend on the amount of capital in operation and
the stendard of living.

(@) The money-lender is assisted financizslly by a bigger banker of
his own class who often -deals with a bank on an appreciable scale.

2743. b9. The various forms of hundis are:—

(i) The tramsferable hundi payable after 61 days to 380 days is
stamped at an anna and & half per cent. The Aundi is often made
payable after 61 days and is also purchased by the bank.

(ii) The ron-transferable Aundi, locally called purja or jama-
kharach, iz affixed one anna stamp only for its face value and is
payable after 60 days on the consent. - -

(iii) The transferable Aunds payable after 56 days is stamped at an
anna and a half per cent and is mainly employed as a eredit instrument
for outside stationa like Calcutta, Bombay, Cawnpore, etc. This Aundi
is also purchased. by the banks.

(iv) The transferable darshant hundi payable at aight is mostly
used for purposes of transactions in the recovery of debts in external
- stations to save insurance charges involved in the tramsit of Govern-
ment currency notes. There are at present two systems in force in
Delhi, namely, naya dkara or new system and purana dhera or old
system. The darshani hundi on which naya dhara is written is payable
on first pight and the one bearing no system is understood to relate
to purana dhara or old system and is allowed to stand for seven dayw

Mr. Mehtal Singh.

-
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for payment with interest. There are committeps appointed to deter-
‘ming cuses of réfussl of ‘accsptance-of sight or darshani hundi and a
- penalty at about ® per cent. is levied in case of its dishonour from the
executor. The bank however does not charge any penalty on this
account. y

$744. Each Aundi is generally executed for a transaction covering a sum
af Ra. 2,500, and its exchange iz often effected through the dalel or
broker who charges from pies six to annas two per cent as brokerage
per cent, -

2745. The rate of interest charged varies from annas five to Ba. 2/8/0
per cent. per mensem, acrording to the credit of the executor. The
interest is generally payable on the date of the execution of the Aundi
except in the case of purja. ‘

2746. The promissory notes are made anable on demand and are gene-
rally employed for lengthy credits. The rate of interest charged varies.
from 7} to 12 per cent. per annum.

2747. Another way of allowing credit to approved clients by the sakukar
is by the eyetem of chalu Adsab or khatapitha, s.e., current account,
on which interest is charged at the rate of 6 to ® per cent. per annum.

2748, 80. The cash credits are generally allowed on the mortgage of house
property and ornaments-at a rate of interest varying from 7} to 12
per cent. per annum: The other methods of granting loans are:
Aundiz, jamma-kharach, promissory notes and kiatapstha.

2749. 81. The village money-lender generally operates with his own
capital and is helped with funds by & biggzer banker of his own class
to meet the demands on him for funds. The sahukar in the city who is
generally a landlord and often deals with = bank on a large scale
provides himsaelf with funds by means of exchange of various kinds.
of Aundis as well as mortgage of Government paper with a bank.

2750. 82, There is no sufficient confidence for keeping deposits with the
indigenous banker. The rate of interest allowed on any deposits made
with the bauker is generally 3} per cent. per anoum. The scAukars
rate of interest is 6 per cent. per annum generally.
2751, 63. The rate of intereat which the agriculturist has to pay at pre-
sent to the money-lender varies from 12 to 24 per oent. per annum
generally,
2789. The provision of adequate banking facilities with the extension
of co-operative coredit is expected to afford a measure of relief to the
agricuiturist from the prevailing high rate of interest.
753, Ainy tt‘llecmm in th:‘ mt.h of inutal:mut ml::;:n a proportionate in-
crease in the prosperity a agriculturist ing to improved i-
cultural methods and enhanced output. g P o6
9754. 84, There is & prejudice aguinst the indigenous banker as will be
obvioua from the common proverb which runs as follows :—Bania thar
can whdorstan on Tollow e oty N e T chhams lake piye. Nooe
n undors or ow the i Y i
water but drinks unfiltersd bloI::l.?’ who
£755. The mauner of the maintenance of accounts of the illiterate and
ignorant debior renders the rate of interest exorbitant in certain
instances. The non-rendition of accounts by the creditar to the debtor
rendery it difficult for the latter to defend himself in law suits and
repudiate claimas The desirability of the provision of legislation for
the publication and regulation of accounts of the saAular ss well as
ensuring fair transactions between the sahukar and the agriculturist
deserves consideration.
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2756. 65. Tt is difficulf to form any scourate estimate of the pok returx
to the indigenous banker on his capital, in the absence of any reliable
statistica. - :
2757. There have been a few failures amongst the indigenous bankers
though no reliable figures are available. The sakukari business appears
io be on the decline generally owing to the continued industrial depres-

sion com_bined with the prevalence of famme conditicns consequent
on the failure of crops in the rural areas. °

2758. 66. The sahukar is not always able to meet the demands made on
him for accommodation and is at times obliged to refuse advances both
on account of the unacceptable nature of the security offered as well
as the insufficiency of the working capital

2759. 67. In order to save the insurance commission of annas two per
cent. involved in the transit of Government currency notes, the
darshani hundi is the chief instrument employed for internal remit-
tances. The use of the bank draft for the purpose is not frequent and
is made by the commercial community for large remittances.

2760. The provision of facilities in the transit of Government currency
notes is expected to improve the position in regard to internal re-
miltances. -

2761. 68. The growing lack of credit consequent on the continued strin-
gency which had characterised the money market in recent years com-
bined with a number of commercial fzilures bas adversely affected
the extent of exchanges of transferable Aundis which were frequently
employed in the internal trade of the province.

2762. There is a limited flow of money from one rural centre to another
at harvest time. The flow of money from rural to urban centres is
mostly confined to the marriage season. The periodical festivals also
exercise influence over the flow of money from rural to urban ceutre.

2763. The transferable Aundis payable at more than one year aftor date
or sight aie not known in this province.

2764. The Aundis are discounted locally.

2765. The rednction of duty on Aundis is regarded to result in the ex-
. tension of their nse by the industrial and commercial communities,

2766. 69. Speaking generally, the employment of capital is mostly
seasonal im rura] areas while the available urban finance does not find
" atility to a large extent owing to the general ignorance of indusiry and
trade, either by way of loan or subscription to capital The rest is
generally invested in Government paper and gold or deposited with »

2767. 70. The rate of interest varies from annas five to Rs. 2-8-0 per cent.
per mensem, according to the credit of the Aundi executor. rate
is generally high during the busy period extending usually from
November to June when it falls for the slack season. The rate is
influenced by the Imperial Bank of India’s hundi rate and is generally
one per cenk bigher in respect of reliable firms.

2783. 72. The recognition of this class of bankers by Government is ex-
pected to secure larger clientele for them, chiefly because it is gene-
relly considered that when Government grants recogmition it will
examine the stability of the undertaking. The financial stability
appears to be the principal condition of such recognition.

Alr. Mehtab Singh.
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2769. T4, The majority of the indigenous banking community will be
found averse to ths introduction of any measure for regulating and giv-
ing publicity to their operations chiefly because such a process might in-
terfere with their trade and commerce. :

£770. T7. The establishment of a bank designed to afford financial sup-
port to the commerce and industry of the province with local directorate
to be connected with the indigenous banking system appears desirable,

2771. The bank wounld probably require a measure of Government
support to earn the confidence of the indigenous bankers.

J.—INVESTMENT HABIT .AND TRANSACTION OF CAPITAL.

2779, 19. The ordinary cultivator lives in perennial poverty because
under the existing conditions, he obtains his finance dear and sells hia
produce choap, The wand of thrift, the customs of éxiravagance ab
warriages and other ceremonial observances and the absence of a safe
place for investment of savings are other important factors contribu-
ting towards agricultural poverty. .

2773, 80. It is difficult to form an estimate, with a.n{ degree of accuracy,
of the actual ca.%ital savings of the agricultural vopulation of the
provinces in the absence of reliable statistica from representative agri-
¢ultural traocta.

£2774. Bl The well-to-do zaminduar is found owning a fair quantity of
jewellery worn by his womenfolk in addition to a certgin amount
generally in the shape of rupees to meet his current expenses. The
rest is hoarded by him againat anticipated future wants or is lent to
fellow-farmers. Other classes possessing wealth invest some part of
their savings in gold and silver both as & matter of habit as well as to
meet anticipated future necessities. ' They own ornaments and jewellery
‘which are worn by their womenfolk.

377!15: The tendency towards hoarding of wealth appears to ho on the
acline.

9778. 838, The bulk of the money earned by the small cultivator by the
sale of his produce generally goes to pay debts. The well-to-do
samindar often invests some part of his savings in jewellry and keeps
& certain amount of money to meet the expenses of his household and
<uitivation. The rest is hoarded against aaticipated future needs or
ia lent to the agriculturist. The commercial communpity invest some
part of the savinga directly in the extension of their industry and the
rest is often kept with a bank. The moneylending classes as far as
Jposnible keep their capital in eirculstion by the mortgage of property
and ornamenta. They also invest in gold and asilver and purchase
(iovernment paper to some extent. The banks atiract deposits from the
intelligent npd e classes including Government servants. The invest-
ment of savings in property by purchuse or mortgage appeals to the
‘Government ssrvant ,

$777. The co-operative societien and banks, insurance companies and
provident societies have exercised some important educative influence

towards the promotion of the habit of saving, and offer safe and attraoc-
tive fields for investments.

‘2778, 8% The farmer londs to the fellow agricalturist both for product-
ive and unproductive purposes at & rate of interest which varies from 13
10 4 per cent. per anmmm with the credit of the borrower.
“The employment of surplus mosey in" prosperous years by the agricul-
turist follows traditional linea. The well-to-do farmer invests & portiom
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ip jewellery and keeps a certain amount of money to meet the expenses
of his household and cultivation. The rest is either hoarded against
anticipated future necessities or is lent to the fellow agriculturist.

2779. After the harvest, the money lent or expended on cultivation is
received back by the farmer. The employment of his money is thus
mostly seasenal and is locked up unproductively during the slack geason
with a high rate of inferest during the busy period.

2780. 84. The abolition of stamp duty on cheques has produced a desira-
ble effect towards the promotion of the cheque habit among the educated
classes generally. .

2781. 86, The slow growth of the banking and investment habit is mainly
attributable to the lack of adequate facilities coupled with general
ignorance of the fields which are at once safe and attractive in the
direction. The existing banking system is considered neither elastic
nor sufficient tq meet the needs of the population. The banking facili-
ties do pot exist for the majority of agricultural population and the
co-operative credit movement has still to do much in this direction.
The small industrialist and trader unfortunately do not possess the
confidence of the bank and its deposit side is often not tempting to
the illiterate agriculturist, under existing conditions. @ The gemeral
ignorance of industries renders it difficult for the investment of money
éither on loan or by way of subseription to capital.

2782. The co-operative societies and bank, insurance companies, savings
banks and provident societies are the institutions in existence for
encouraging savings and investment habits.

2783. 86. The Postal Cash Certificates appear gaining popularity Nin

this provinece. The attractive interest rates add to the popularity of
the Cash Certificates.

2784. The Post Office Savings Banks generally attract deposits from the
intelligent middle classes including Government servants. A relaxation

of the exisfing terms is expected to prove a great assistance in attrac-
ting other classes. <

2785. 94. The existing banking resources are joint stock banks, co-opera-
tive banks, Imperial Bank, indigenoug banking and money-lending con-
cerns and Post Office Savings Banks. The institutions are not consi-
dered adequate to meet the needs of the population.

2788, 95. The city of Delhi is a suitable place for the establishment of a
mortgage bank.

Captain Savdar Babadur HABIBUL RAHMAM KHAN, C.LE.,
O.B.E., Sub-Regiutnr, Delhi.

2787. 9. Generally the rate of interest is 2 per cent. per mensem smong
the zamirdars iz{ this Province, and the zamindars take money and
all articles, required for their daily use, on lJoan from their money-
lenders on bahi Ehata accounts. The money-lenders are generaily
banias by caste and these banias (money-lenders) strike the balance
at the close of each year, after calculating the interest at the above
rate and ihen affix the thumb impression of their debtors to the
balance of their accounta and thus charge compound interest. Gene-
rally these poor debtors are illiterate samindara snd thus the money-
Jenders enter in their bahis many false and forged items to raise the
debt-money.

Captain Sardar Bahadur Habibul BRahman Khan,
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2788, Now somie of the well-to-do raminddrs, have also been doing money
deslings amang themselves since the Great War but the rate of interest
is the same :5 noted above. Repayments of debts are made at the
4ime of crops, if they are good, otherwise at the time of mext erops,
with the result that deobtors cannot be free from this indebtedness,
‘These debts are generally teken in thess ¢lagas, where there are no
means of irrigation and the lands are barani (lands depending on rains
coly). Debts on the security of lands are taken very seldom in this
slaga s there is & restriction regarding alienation by agricultural.
castes. There are only 78 mortgage encumbrances this year. If the
debt ig taken on the security of land, the lands are mortgaged with
ussession on the condition that the interest and benefit from land will
equal and when in the beginning of the month of jeth the money
(principal) is paid, the land will be iree from encumbrances. In f.hm
iE:,qa the lands are also mortgaged with possession to non-agriculturists
under sectiorns 6 or 7 of the Land Alienation Act, XIII of 1900, for a
term (a8 a maximum) of 20 years on the condition that after the ex-
piration of the fixed term, the land will be free from encumbrance with-

-out the repayment of principal and interest, Now-a-days loans are also
taken by 2owmindars from co-operative sociaty banks, but only by those
who have got lands. o

27898. T. Thers is no custom in this iluga of samindar money-lenders ax-

tracting personal services in the form of labour in lieu of interest on
loans from borrowers,

2700. 8. Similarly there is no custom of making advances in cash ov by
the syatem of rahts by money-lenders to agriculturists in these villages
while the rystem of rahti is in foroe in the towna of this daga between
money-lenders and low castes only such as chamars, sweepers, eto.

8781, 12. Generally the small ramindars and cultivators obtain finance

?}r the means noted in Question No. & from money-lenders (banias) for
ie needs given in Question No. 1.

‘2702, 25, There is no demand for long term credit in this slaga. Gene-
rally the small zamindars are cultivators who have got either no land or

have amall portions of land. They take loans but there is no source
of repayment of debt except crops or produce of land.

‘§763. 26, T.oans can be obtained for long periods in this slaga to.some

extant, on the security of land, but there is a restriction of caste under
the Land Alionation Act, XIIT of 1900,

2704. 27, Thers is a legal impediment in this aga that agriculturists
-cannot obtain loans freely from non-agriculturists owing to the Land
Alienation Aet with the result that they have to pay much interest

to the money-lenders on the baki khata loans, especially the Gor-
BroAmans who cannot mor

tgage their lands even to the other ical
turista except Gor-BraAmans. o e sgnea

Mr, UJACAR SINGH, Agricultoral Assistant, Nangloi,
Replies i the Questionmaire.

9818. 1. FPforts have been made from time to time to estimate the
‘indebtedness of agrioulturists and to investigate its causes. The class
being uneducated not keeping any aceouns and even mot knowing how’
such large amounts of debta have accumulated, it has beew a
problem for the investigator. AN such figures are moatly on
rough caloulations arrived at by the investigator by discussions with
prominent persons of the locality. It is very easy to devise means in
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sn advanced country by legislation to force one to keep regular nc-
counts, to fix income tax and taxes; but this is not the case in India.
I am giving only the Ipercenbagea of debt under each major head and
not their amounts, as 1 have been only for a short time in the Province-
and have got no regular daia.

About 80 per cent. of the agriculturist are under debt.

(e) Mortgage (Delhi) 30 per cent. (%) 10 per cent. (c) 60 per cent.
. g) Debts are usually taken for the payment of Iand revenue and
ents, :

{2) Purchase of plough, cattle and seeds,

(3) Marriages and social functions.

(4) Litigation.

{5) Growth by compound interest.

(6) Sinking of wells and other agricultural improvements.

(7) Purchase of land.

{8) Construction and acquisition of houses,

Usually people holding land more than 100 acres borrow more as
they have better credit facilities while the middle class is better off as

regarde debt and aes the poor cultivator has not got so much credit,
be cannot borrow more.

2516. The debt can be reduced:—
(1) by legislating that there should be a binding bothk for the
debtor and the creditor that the loan demanded is for pro-
ductive purposes; .
(2) that litigation should be minimised;
(3) by consolidation ‘of holdings; and
(4) by starting of land improvement societies,

2817. In Deibi Province the money-lending is mostly in the hands of
hanias and 1o a small extent in the hands of zamindar money-lenders
which can be safely taken as 5 per cent.

2818. The rate is 12 to 24 per cent. while in exceptional cases it goes to
as high a rate as 75 per cent., but is rare and is only in the case of
vex;yu poor people, who have got no security and the sums are very
emall. -

2819. Here in this Provinee the payment is made mostly in kind so m
addition to the interest the money-lender gains twice; first when he
gives in kind and secondly when he recovers in kind.

2820. 5. Yes.

2821. 6. Yes. It can be checked by fixing an economic holding whick
will differ according to the kind of soil and irrigation, legislation
should be enacted to check further sub divisions of such economic
holdings and attachment by decree of court.

2822 7. Tt is more customary with professional money-lenders than with
samindar money-lenders. This is mostly as & by-product of money-
lending. -

2623, 8. Such loans are mostly advanced to village menials and hence
the question does not arise.

2824. 9. No, the magistrates being mostly of the money-lending class.

Mr. Ujagar Singh.
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t92s. 11, No. Not to my knowledge.

- -» » * * &
Rates of interest:—
(a) 25 per cenk
(b) 12 per cent
(¢) 13 per cent. o 25 per cent.
Periods are as follows:—
{(a) 8 montha,
{b) 2 to &5 years.
(¢) 6 months to one year.
2898. 18. No. Talavs should be given in villages and not at the head-
quarters where_the poor fellow has great difficulties for taking loans.
8877, 14 No
2598, 15, The defect cs that the loans are advanced irrespective of the

purpose. The remedy is in legislation, ¢.g., that the seonomie holding
must not be split up further.

2539, 17. Yea. They are as:—
1. Delhi proper, a big market for all kind of producta
2. Narela, Najafgarh.

2330, 18. The markets being within easy reach of the cultivators the

majority of whom bave got carts, the surplus after paying ths money-
lender ?n taken to the nearest market. P v

The product is sold through the commission agent who charges one
pice for a rupee.

There is co-ordination among them as their shares are fixed. There
is lot of scope for improvement by starting commision shops.

2331, 19, Wheat which iés to be eold in the near future is carted to the

s:lsintor’l houss and left there. It is however taken to the market in
£

Yea .

@531a. 30, Yes, there is need, but these should be both at the village and
at the pors

Yes.
9532 91 Commission shops should be staried which should advance
loans on heap rates on the security furnished.
#1322, No such system. '

Doss not arise. )
$334. 35, ¢ has been mostly experienced that when a new comminsion
shop is started in & market or where there are a few cotton-ginning
factories, the professional clases make ‘‘pocls™, but such is not the
system in Delhi Provinos.
333, M. Does not arse,
8 25, Yes

By 100 acres and more.

9837, 3. (a) Upto the valus of hia property.

() Upto the value of his estimated income for the year. Umally
for a crop and in some cases for a year.
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2838. 27, No. The Agriculturist is na.tumlly mchned to take loans pri-
vately and not publiely.
2839. 28. 200 to 400 rupees per acre.

About 2 to 4 per cent,

1. Locality.

2. Kind of soil and irrigation.

3. Competition. .
2840. 29, Yes. The Land Alienation Act.

No. Adverse effect. Does not arise.
2841. 30, No. Does not arise.

. 31. No.
2843 32. Mortgage banks on similar Jines as that at Sonepat may be
started.
2844, 33. The same as above.
2845. 34, Ite rental value may be ascertained and then the value of land
can bt calculated. Of course it shall differ according to locality and its
specific crop production capacity.
* * » - - - -
2846. 38, Of course individual agriculturista cannot take up the business
due to lack of capital, smallness of and scattered condition of holdings.
Cottage industry can be of much help if started on co-operative lines,
£.g., poultry, dairy farming, aenculturo, gardening, ete.
2847. 39. Same as above.
2848. 40. It will help a great deal; ad narrated in 38.
Co-operative and State aid.

2849. 41. Mostly capital-supplying.

To a small extent because the movement is still in its infancy.
2850, 46. No.
2851, 47. Yes.

2852, 55. Hantas, o
2853, 56. Money-lending is a source of sufficient income to them and
these people are not so enterprising as to invest their capital in any
other mdustry with which they are not familiar. They act mostly as
middlemen and brokers of the rural produce.
2854, 60. They only advance short term loana.
2855. 61. When they stand in need of any other money, they get it from
their fellow bankers.
2856. 62. It varies from 8 to 12 per cent. .
9857.68. 12to 24 percent. * * * Tnless the masses are edu-
cated they cannot draw any great benefit from such concessions.
2858. 64. The dealings are not on sound lines, there have been
many a case in which the poor uneducated and ignorant cultivators
have been deceived, and the charges have beeu many times thQ money
actually advanced. -

The remedy lies in jamning mix monthly accounts and in making the
money-lender keep certified registered books.
2850, 6§. Aitermahnga.llmehﬂlmneuhemakesanetreﬁumof
about 15 per cent

My. Ujagar Singh.



273

Of oourse I cannot give definite figures of the failurep of money-
lenders but the business is on the decline on account of co-operative
and anti-money-lender movement in the province, -

2860. 86. No. The demands on a money-leuder are often refused both
?n ;.ccount of the unacceptable nature of the security and shortage of
unds, ! . .
2861, 67- Usually the money is remitted through Aundis which are issued
by sound money-lenders or bankers on vthers. Bupply billy are not in
operation for the present in the rural areas, and there is little likeli-
hood of the advantage being taken till the masses are educated.
2562, 74. Well, the indigenous banking community will certainly offer an
organised non-co-operation against any such law in the beginning.
£863. 79. About 10 per cent. of the cultivrators make both enda meet and
some saving.
9864. 81, Yes. The Indian females ndure thiir ornament more than their
gods (sic) so much so that the main cause of the poverty of the culti-
vators is the ornaments. One will not come across in the whole of

India even the poorest of poor who will not have some sort of orna- ;

menta of the value of scores of rupees.

The tendency is towards decreass now with the spread of education
and fashion for fancy clothes,

2865, 8% I am chiefly dealing with the rural agriculturists who pay the
greater poriion of their income as interest, and any surplug is spent in
repairs and making of new ornamenta, very few of this class invest their
savings for productive purposes which too is limited to the purchase of
land and agricuitural improvementa. ]

L 3 L ] L ] » - -

2566, 83. Yea, and on cheaper terms than by professional money-lenders
and they invest in purchasing land, sinking of wells, building houses
and making ornaments,

LOCAL BODIES,

Lala HARSARAN DAS, Member, District Board, Delhi, and
Mr. MOHAMED ALAM KHAN, Zaildar, Member, District
Board, Delhi.

Note.—Theso gentlemen submitted two separate memoranda in Urdu,
the substance of both of which is the same and is reproduced below.

- A.—AGRICULTURAL INDXETEDNESS.

2637, 1. This question haa become of world-wide importance, and all the
agriculturists, whether big or small, are more or leas in debt. It is
not easy to make an accurate estimate of the indebtedness of a tehsid
or village,” sauch estimate can however be drawn up from the following
BOUrCSs I~ .

(i) The amount of debt with land as security, which is in the
form of a registered mortgage can be ascertained from
the tehssl records, bocause all such documents are. re-
gistered there,

(i) The amount of debt dum to co-operative societies can be
eatily ascertained from the office of the Registrar, Co-
operative Societiea

YoL. 1¥

]
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(iii) The amount of loans advanced on ruga or baki account or
against the security of cattle is rather difficult to ascertain,
because in the first place nobudy feels inclined to give
thig information, and in the second place euch loans are
advanced by agriculturist money-lenders or banias, ete.
The patwaris may be able to give this information.
(iv) The amount of debt advanced against registered docu-
ments can easily be ascertained from the Registration
Office.
2938, Such debts as are outstanding against the agriculturists, are due
more to the mahajans and sehuiars, who are money-lenders pure and
simple, rather than to the co-operative societies and agriculturists.
These sakukars and mahajans also advance seed and manure to their
chents.
2939. 2, The rate of interest ranges between Re. 1 to Rs. 3 per cemt. per
mensem according to the needs of the agriculturists, However the
.. .ordinary rate of interest is Rs. 2 per cent. per mensem and it is gene-

“»rally calculated half-yearly.

" 2940. Theso people can be saved from the high rate of interest charged
by the mahajans if Government can advance to the agriculturists for
the purchase of seed and maintenance, at ithe rate of not more than
Rs. 10 per mensem per plough.

2941, 4. You

2042, 5, Yes .

%94:1;6. This process can be checked if Government starts land mcregage
anks, :

2944, 7. No,

2945. 8. The system of raktsi loans is very good and has proved very
convenient to most of the agrieulturists.

2046. 10. I would suggest that the Government should start agricuitural
banks, and the agricuiturists should have money dealings with such
banks only provided that in time of need such banks are able to draw
upon the bank (Imperial{) in case of need.

2047, 11, There is no arbitration board in the village, nor is it recognized
by anybody. A panchayat is useful only in the disposal of social
questions, but it should not be given civil or criminal powers. '

B.—FINANCE FOR AGRICULTURAL PRODUCTION.
2948. 12. Agriculturists borrow money from their respective money-lend-
ers for the purchase of seed, ecattle and manure according to their needs.
Such loans are advanced more in kind than in cash. :
2949, 13, Takavi loans have not proved of any great help to the people,
because it is not ndvanced according to their needs. However,
something is better than nothing. It 18 absolutely necessary to start
a Government bank in crder to meet the taiavi demands and other
necessary expenses. ) .
2050, 14. No. :
2951, 15. The Government should purchase the produce as well, Because
when the produce is handed over to the sehulars, they underweigh
the produce and fix up different rates.
2962. 16. The annunal maintenance expenses of an average family ocom
sisting of five persons amount to Rs. 250. The annual seed expenses

Lala Harsaran Das and Mr. Mohamed Alam Khan.
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amount to s, 100, At present the capitul svailable is not Mequ&h
, bp ment their demands..

C.—FINANCE FOR MARKETING.

2053, 17, The marketing centre of thia ilzga is Shahdara. Grain, ghee, gur
sugar and milk are brought te this market, and vegetables and fodder
are taken to Delbi und sold there. .

2054, 18. The bank does not take any part in the purchase and sale of
the produce. When grain, etc., are brought tc a shop in the market,
the shopkeeper auctions it, and either purchases it for himself or for
hia artias., Very often the shopkeepers combine and do not make
high bids and after purchasing at cheap rates, send the produce to
outside stations. In auch casee the agriculturist who bringe the pro-
duce suffers a loss, because he does not get hig full price and his share
of the profit is unapproprinted by other people. Those people who
bring produce from outside the slaga have to pay something; the pur-
chaser has to pay 3 pies per rupee and on some commodities 8 pies,
per rupee. But the purchaser, when making a bid takes into consi-:
deration this charge and offers a low rate. This charge of 3 or 8 pies .
is therefore borne by the agriculturist, becausg his produce is_gold
at a correspondingly cheaper rate,

2053, 10, The grain is stored genemllyA in & room in the house, and the -
aglll'iculturist only takes such quantity to the market as he intends to
sell,

2056, &1, There is no market hera, though ene is required for ghee and
grain produce, provided the credit mocieties are prepared to take this
work in hand,

2047. 22, There ia no necessity.

Loxa PERIOD LOANS FOR AGRICULTURE.

2088. $4. Long term credit is of absolute necessity. It is very difficult,
rather impossible, for the agrioulturists in general to obtain long term
loans. Nobody advances loan for a period longer than 5 or 7 years.
$959, 87. Takavi advances do not meet the needs of the people; however
they are of some help. Takavi loans should be distributed through
the co-operative banks and not through patwarss.

2060, 8. The average value of land per bigha ranges between Ra. 30 and
Rs. 100. The rate of barren land is Ra. 30 per digha and of canal irri-
pated nrea Ra 100 per higha. The estimated value of the latter is 90
timea the land revenue.

?96}! 29, There are no impediments to mortgage and sale of agricultural
and, '

2062. 30, No bank advances loan agninet the security of land.
2963, 31, There is no bank for the provision of long term credit. One is
reguired for providing long term credit.

2064. 32. The banks for the provision of long term oredit should bs
started on the lines of co-operative banks, and its rules should be
identical with those of the co-operative banks.

2965, 34, There is nc harm if 3/3rds of the value of the land is advanced

as a loan in case of mortgage.

2968. 35, Co-operative mortgags banks should be started,

may be mortgaged to them, o that land
VOI. 1¥ 28
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~2967, 86. The rules should be the same as are in force at present.

2068, 37. Long term loans may be advanced on the condition that the
borrower shall not sell or mortgage his land till the liguidation of the
debt. ‘

. INDUSTRIES RUBSIDIARY TO AGRICULTURE.
2069, 38, Mostly milk and ghee are sold and an improvement can be
eliected in this digection provided money is advanced to these people
fpr the purchase of she-buffaloes, and milk and ghee is purchased from
them, ‘ '
2970, 89, If the products of such industries were purchased by the co-
operative bank, it would prove beneficial because generally the money-
lenders purchase milk in villages at very cheap rates.

2971, 40. The farmer is almost always engaged in sgricultural pursuiis
and does net get any time for any other pursuit without detriment to

his farm.
RURAL CO-OPERATION,

2972. 41. Co-operative societies only advance loans and do not indulge
in any banking business. The defect of the co-operative societieg is
that they do not advance money according to the needs of the people,
but advance less than their requirements. In my opinion there is no
harm'if loans for the purchase of seeds, manure and oxen are advanced

. against the security of land, or other property or against personal secu-

rity.

2973. 45, Rs. 300 s year will be required for a family of five members, An
estimate for the whole village can be arrived at by multiplying this
sum with the number of ploughs in the village.

2074. 48. No.

NOX-AGRICULTURAL CLKEDIT AND INDEBTEDNESS,

2975. 48. The rate of interest ranges between 1 to 3 per ceni. per
mensem. People generally go to their respective money-lenders for
purposes of horrowiug. The go-operative banks are not suthcient in
number to meet their demands. A large Government bank should be
started for the purpose. :
2076. 49. No.

2077. 50. No. _
2078, 61. In order to meet all the demands of a farmer the co-operative
bank should advance Rs. 300 per plough.

2979, 95. Co-operative mortgage banks should be started at Shahdara,
Patpar, Mandoli and Ghaunda.

-

Rai Sahib Pandit Maden Gopal of Mahapalpore, Member, District
Board, Delhi (free translation from Urdu).

(Replies to the Questionnaire.)

2980, 1. 1 pick up village Mahapalpore as an illustration.
(2) The amount of debt with land as security, which is in the
form of a registered mortgage, amounts to nearly Rs. 16,000.
() In this village debta concealed in the form of a judicial zale
are not inocurred. ‘
Rai Sakhib Pandit Madan Goypal.
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(c) Debts incurred against -ornaments amount to nearly
Re. 10,000, and those without a specific pledge amount to

pearly Rs. 80,0000 The purposes for which debts were in-
ourred are:--

2081, (i) Marriage and other social customs.
(ii) Famine. '
(iii) Growth of the debt by compound intereat, interest not
having been paid,

{iv) Construction of Louses.
{v) Education of children,
(vi) Purchase of cattle, and
(vii) Litigation.

2089. The hig landlords form the majority of the borrowers ot (bese
debts. '

In order to limit borrowing for wasteful purposes, it is necessary
to put a check to undesirable and wasteful social customs, to reduce
the rate of interest and to find out means to counteracl against the .
effects of famine. The debts incurred for ugricultural improvements .
and for irrigation purposes and education of children head the list of
debta contracted for productive purposes,

2083, The ubove mentioned amount of debt with land as security wasg_ ~
advenced by the ramindars, The loans advanced against orpaments
are mostly from money-lenders.  Of the open debt, only Rs. 3,660 was ~
advanced by the Co-operative Central Bank, Delhi, and the remainder

* by the saAukars.

2084. The Co-operative Bociety charges interest at the rate of Rs. 1-1-0
per cent. per mensem. The rate of interest charged on loans advanced
on the security of ornaments is something like Re. 1 per cent. . per
menresm. Open debt is generally incurred at the rate of Ra. @ per cent.
per mensem. With the exception of the loans advanced by schukars,
all loans are advanced in cash; the sakukar advances joans 1n the shape
of cattle, fodder, seed, cash, ete.

¢85, 4. In this urea the small agriculturists are replacing the bigger
agriculturiats and are better off than the latter, for want of facilities
in contracting debts and consequently being obliged to put in more
labour and incur less expenditure,

2088, 10. The Money-lenders® Bill introduced in the Legislative Couneil,
Punjab, will prove useful.

2087, 11. There are no viillage arbitration boards in thia Provinee, and if
created, will prove useful to & great extent.

2988, 14, In this village the agriculturist obtains finance for expenses
during cultivation and other special needs. The big landlords at first .
incur open debte, but subsequently being unable to repay these open
debts, are ohliged to incur debta inst the security of land and
thereafter they incur debts againat the security of ornements. They
arc generally anxious to keep up appearances and are of wasteful
habita. The small ramindars find dificulty in raising loans and are
pressed fcr repayment. Consequently they are more industrious and
thrifty and are able to pay back the debt. They take loans generally
for productive or agricuitural purposes and are able to repay the debt;
in view of this the normal rate nf interest mentioned above is charged.
Agricuiture is chiefly financed by the sahuklars; next comes the co-
operative aociety, and last of all Government.
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2989, 18. The zamindars favour takavi but in the first place it is not
advanced in sufficient quantities, and secondly the process of distribu-
tion is 8o defective that the zamindar doeg not get it in time of need
The system of distribution is chiefly responsible for the difficulty in
obtaining it o

2990. 14. Loans for productive purposes, such as agricultoral improve-
ments and sinking of wells, which conduce towards the improvement
of the quality of produce and result in the freedom (of the agricul-
turist) from debt, should be granted by the Government who should
render help in this direction lLiberally.

2991. 25. There is & great demand for long term credit in our village
from both agriculturists and non-agriculturists.

2992, 27. Many people are anxious to get iekari loans, but the Govern-
ment does not advance it in sufficient quantitien

2993, 28. The value of the land is between Ra. 300 and Ls. 630 per acre,
and the average produce per acre ig 10 maunds, and the market rate
{of the produce) per acre is Ra. 60. Of course the chabs land produces
20 maunds per acre. No land was ever auctioned by Government to
my knowledge, nor was any land sold in execution of a decree. Of
course private sales have been effected, and the average value of the
land has been given above. _

2904, 30. Mortgage banks are of absolute necessity.

2095, 81 So far nc land mortgage banks have been formed hers.
805, 32. My reply to all the clauses of question No. 33, is in  the
afliirmative,

2007. 40. In my village and round about it, thariga (white earth) is
obtainable from a depth of about 40 feet. This trade, being at present
in irregular and irrespontible hands, does not bring much profit. 1f it
is properly and regularly run by establishing an agency in some
market. it can prove to be a very useful souree of income to both the
agriculturists and non-agriculturista in times when they are not engaged
in cultivation. -

2993. 41. There are only two co-operative credit societies in my village,
but being started by inexperienced hands are in a very bad atate,
and instead of proving useful and attractiog persons, thev are despised
by the public. I am in favour of co-operative movement, but some
defective methods were adopted im startiag these societies here.
general interest amongst the public is created and if it is started with
care and the loan limits increased, the societies will surely prove useful.
2003, 48. White earth referred to in answer to Question 40, is chtainable
in my village and also in the surrounding villages. If this trade is
_properly ran and the commodity sold under proper snpervision, it
would help to reduce the debt and ward off famine to & great extent in
this area. This trade should be helped partly by Government and
partly by the establishment of co-operative societies

300 55. Indigenons banking and money-lending is practined grnerally
by masejons and bamias; pexs come zaméadara,

3001 56. With the exception of money-lending and sale of grain they do
very little business for want of sufficient capital.

Rai Sakib Pandit Madan Gopal.
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COMMERCTAL BODIES,

Delhi fiece Goods Association.

2705. 48, The rate of imterest charged on loana taken by urban com-
munities in Delhi varies from 3 per cent. to 12 per cent. according to -
‘the standing and stability of the korrower. The loans-are generally
taken from private bankers and also from Indian joint stock banks.

2708. 49, There are in Delhi small factories for the manufacture of brass
vesgels, silver wares, tin buttons, real and imitation laces, braids, etc.,
tin boxes, cotton thread balls, gold and silver embroideries, brushes,
toxtiles and also coloured pencils. There are no particular organisa-
tions for financing.these manufactures but they make their own private
arrangements which are found to be generally unsatisfactory aud in
adequate. Owing to quite inadequaie financial facilities & number
of such manufacturing concerns are forced to close down prematurely
being unable to stand competition. We suggest that Government
should provide special arrangements to finance such industries.

£797. 52, Export trade is generally financed by exchange banks.

9798. The import trade is chiefly financed by the foreign exchange
banks. The shippers’ drafts on the buyers in India are negotiated by
these banka. When the goode arrive at the port of discharge generally
these banks invest their money on duty and clearing charges and clarge
an exorbitant rate of interest, i.e,, 10 per cent. per annum. On
arrival of the goods ot destination such as Delhi, Amritsar or Cawnpore

" they mnke advances to the dealers or importers and retire the drafts
by opening loan accounts. In Deliw these banks have made a sort of
a combine and generally charge a margin of 25 per cent, of the invoice
value plus all clearing charges including the customs duty paid; thus
the margin comes to mare or less 40 per cent. In other markets, such
as for instance, Cawnpare where there is no such combine the margin
is only 25 per cent. of the invoice value, sometimes 25 per cent. of the
invoice value and charges.

2782, At this stage financing of these exchange banks comes to an end.
As soon as goodas are taken delivery of from the banks, the dealers
moke their own arrangements for financing their businesa. .

2800. Now the next atage ia the sale of the gnods to the retailers. The
rctailers generally cover their requirements through the medium of
the arties {(commission agents) and henceforth the whole business
ia financed by these arfins uniess and until their dues are paid back
by the retailers. These artins generally make private arrangements
fcr loans, etc,, when needed. We now suggest that the margin for
lonns be reduced to 35 per cent. of the invoice value only, and that
“Nocuments on Payment” drafts be converted into “Documents
Aecept_ed" bills to & certain limited extent for apnroved parties—
according to the standing and stability of the party concerned. Such
facilities are granted to traders in other countries.

2301, The rate of interest on charges, which is fixed at 10 cent.
should be reduced to more or Jess 6 per cent. pet

2303. 83, On account of inadequate financial facilities for the grower of
produce in India the producer doea not get full value for his produce.
Arrangements for financial facilities should be made in order to check
the activities of the speculating firms and in order to enable the grower
to get the full value of his produce.
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2803. 55. Indigenous banking in Delhi ig not confined to any particular
community; but any person or firm having money is doing money-
lending business.

2504. §56. Generaily indigenous bankers do business in money-lending as
a side-line; at the same time they do their regular trade in varicus
other lines and ways.

2505. 57. The indigenous banker or money-lender finances trade by
granting loans ou the security of the goods and also unsecured loans
are granted agaivst Aundis, etc. This i1a done only to a limited extent
which ig quite inadequate for the requirements.

2806. 58. (@) No fixed amount is invested bui whatever comes into
their bands 18 utilised for the purpose.

(&) The volume of business is not very exiensive but only limited.

(¢} Their expensez are not big but are generally limited to main-
taining a very small clerical staff.

{d) Some of them are keeping running eccounts with big banks
but many confine themselves to their own capital and prefer to lend
the same to private parties at higher rates of interest than banks,
Some of them even take loans against Aundis from banks and grant
same ai somewhat higher rate of interest to other private persons
who cannot easily get loans from big banks. Thus they only content
themselvcl;as with the extra margin of interest which in many cases is
not much,

. (e) Facilities from Imperial Bank are limited to persons of very
high standing only. ‘ : -
2807, 66. Indigenous bankers have sften to refuse accommodation on.
account of the wnacceptable nature of the securities offered although
they bave generally sufficient capital to give accommodation to o
reasonable exteat., Very often bona fide traders are unable to get
any money from such bankers, being unable to procure acceptable
rature of securities. The hand tc mouth living of mout of the traders
~is due to their not being in a position to fnance their business pro-
perly. Some adequate arrangements must he made for the assistance
of such bona fide trade-people.

.2808. Bl. The tendency for hoarding is decreasing now-a-days, at least
as far as certain communities are concerned.

2609, 84. The cheque habit is gradually increasing but is confined to
educated rich and middle classes only and also to businessmen in cities.
The abolition of stamp duty has also been helpful, but not much.

2810. Payment by cheque of salaries above Ra. 100 will, to some extent,
increase the cheque habit.-

2811. Use of vernacular scripts in banking will have no effect. These
being mostly printed forms, customers are well impressed in their
minds as to what they are and they do not care for the script used
in such forms.

3412, 85, Banking and investment habit is of slow growth in India
Hand to mouth existence of the masses is the chief cause of this. One
whose income is barely sufficient for his living and those dependent
on him will not care to invest what one gets in a bank to be withdrawn
the next day. .

2313, Post office savings banks are the chief means available for the
saving of the poor which afford ali facilities, except that there are too
many restrictiona as regards withdrawals. Lower middle classes only
resort to this form of eaving. -

Delni Piece Goods Association.
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2614. 88. Post Office Cash Certificates are popular with the educated
middle classes and many people resort to this way of saving and safe
investment, .

2615, It is difficult to attract, other classes to the Post Office savinge
banks as those who get larger income prefer to go to banks for the
purpose .

¥516, 88. Propaganda and educating the public may help to some extent
but not greatly.

BANKERS AND MONEY-LENDERS.

Mr. Sat Narain Gurwala, Municipal Commissioner and Secre-
tary Panchayat Sarraffa (Bankers Association) Delhi,

£817. 10. 1 do not suggest any thing of this sort as it practically implies
that money-lenders as a class are dishonest which is not a fact. It is
more correct to gay that the real disease is in the borrower who ia
not only thriftlees and extravagant but has become dishonest in his
dealings with a village moneylender. It is often found that the box-
rower who advances false pleas in his defence admits the whole claim
when the matter goes to arbitration.

2816, Apart from this-there are serious practical difficulties in the way.
The village money-lender is more often a small man with no establish-
ment excepting his ownself and with no training in sccount-keeping
except the capacity to jot down a few figures and keep a emall memo-
randum. So far as the bigger men are concerned such a measure is un-
necessary na every big shroff already keeps proper accounts in the lan-
guage of business men, Any attempt to force the small man to keep
account books in a prescribed form or the big man to maintain a differ-
ent form of account than his firm has been keeping for ages past will
increase axpenditure involved in money-lending and consequently lead
to higher interest charges.

2518. But it is possible for Government to attach certain valutble privi-
leges to an obligation to keep actounts in a particular form. Supposing
persons keeping accounts in the form prescribed by Government are
given facilities for their suita being decreed in the same way as the
claims of co-operative credit societies and they are rleo allowed certain
conceasions in the watter of Court Fees or siamp duty on the bonds
quite an appreciable number of money-lenders will find it to their
interest. to comply with the wishes of Government without feeling com-
pelled to raise their rates of interest. The Punjab Money Lender’s
Bill in its present form will do nothing but harm both to the ereditor
and the borrower. '

INDIGENOUS BANKER AND MONEY-LENDER.

9590. § and 18 Delhi is an ancient centre of indigenous banking in
Iudia. But of late the business of the indigenous banker has been deo-
lining. Even to-day it is still an important centre of indigenous bankers
The butiness is pretty well organised and indigenous bankerg have an -
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“Association 'of theif own, of which my father is president. Tt is & fully
‘yepresentative body of various clasdes of persons doing hundi business.
It maintaing a high standard of commereial norality among the in-
- digenous bankers, settles all disputes that arise, and lays down general
rules for the future. But if (overnment were to give a subsidy to this
Association it can do much more useful work as un arganisation for the
promotion of indigenous banking and the training of indigenous bank-
ers. In order to understand the present deplorable condition cf the
indigenous money-lenders and bankers it is necessary to recall the state
of affairs in the past. For centuries, even in periods when there were
-very defective meang of communication, the old system of financing agri-
culture, internal trade and even iGovernmeni Revenue Departments
stood the thock of severe famines. The village economy is even to-day,
largely based on a system of barter. The villager living in a small
village produces on a small scale, buys commodities for his every
" day life in small quantities and requires finance hoth for agrieultural
production and marketing in small quantities. The village money-
lender has therefore to perform the role of a dealer in commodities,
purchaser, seller of the produce of the viHage to persons ontside the
village, of a commission agent on behalf of others, a channel for remit-
tance of funds from scattered villages to mandis and towns, along with
the functions of lending money to the agriculturists. He is not, as is
sometimes imagined, a big man rolling in “wealth and fattening on the
labour of others, but a very small man working hard in various
capacities and trying to live and eke ouf his living by sheer foree of
thrift, businesslike habits and hard work amidst conditions which very
often involve rirks both to his person and property. He was formerly a
-highly respectzd person of the village community and in fact the vil-
lagers used to invite men of his class to come and scttle in the village,
for he way indispensable to the village economy. Formerly he was con-
nected with Ligger banias in the mandis and hig towns and nsed to be
trusted with funds from the town and city shroffs. The town shroffs
carried on banking on an extensive scale and used to be honoured even
by Native States and apvnointed Government agents for the collee-
tion and transmission of Government revenues. There was thus a long
continuous chain of intimate connections between (Government and the
city shroff+ at one end and the village money-lender at the other. 'I-'o-day
the conditions are just the opposite. Government gives no protection or
patronage or its funds to the indigenous banker in the city. All Govern-
ment funds are ¢ither in the treasuries or in the Imperial Bank. The vil-
lage moneylender has been ruined by Government policy. His business has
been made more risky, and instead of being ar honoured and_resnected
member in the village community and in official circles he s now an
object of suspicion and the subject of a systematic propaganda carried
on by the Co-operative Department and by well meaning social workers
who are hopelessly ‘gnorant of the actual conditiwa. His virtues of
thrift and business-like babits receive no recognition at the bands of -
Government. On the contrarv Government is using legislation to com.
plete his ruin. All laws in favour of the agriculturists such ae the
Punjab Land Alienation Act have undermined the character of the agri-
culturists and encouraged him to believe that his land is porfectly safe
no matter how extravagant, lazv and thriftless he rray hecome. The
security on which the agrieulturist borrows has become wnrthless with
the result that the risk -of lending him has to be covered by a largs
increase in nominal . interest charges. FEven then the recovery
has become a matter of very great difficults. With a demoralised
. character, with the increase of ihe number of cheap pleaders

Mr. Sut Naruin Gurwala.
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who can suggest to him all sorts of frandulent and dishonest
ploas with & view to deny his debts and make it difficult to
recover loans in any reasonable period, with complicated laws
passed with a view to protect them, with the break-up of the jint
families bringing up all sorts of heirs to contest execution proceedings,
it has become aimost a hopeless task to recover even a porti-n of the
loans except by great tact and a promise to lend more. The difh-
culties of the muney-lender exists in not only getting his claim proved
and his interest admitted in the face of protective laws in favour of
the agriculturiets and the prejudice against him among the judiciary
but also in execution proceedings. Even when he succeeds in getting a
decree againat the agriculturists for his principal and 12 per cent. in-
terest he is generallv not awarded interest after the decree: instal
ments are granted to the agriculturists not only at the time of decreeing
the auit but also At each execution application. With years of scar-
city becoming frequent in this Province, the decress of law conrts have
become merely paper decrees kept alive by repeated execution applkca-
tions without recovery and with some costs nnly in the hope that per-
chance at some future peniod there might be some recovery. The high
rates of interests are thus only nominal for the majority of the agricul-
turista. They are, however, high to the few honest agriculturists whose
security has been lessened by all the causes I have enumerated above
Notti'ne short of the repeal of this protective legialation will lower the
rates of interest and restors the harmony between the village money-
lender and the borrower—I would rather say the village dealer because
he is primarily s village dealer in commodities. 1t is often forgotten
that the village dealer does not at all want te hecome a landlord. If
the land passes into his hands in areas in which there is no Land Alie-
nation Act, it is only because he is unable to recover otherwise his legi-
timate principal and interest, In fact he feels emnbarrassed in his
husiness if his money is locked up in land. But ke must have security
for his business if he has to finance agriculture. Everything that tends
to weaken the securitv of borrower, which in the case of agriculturist is
in the last resort his land, ruina not only the village dealor but also the
ngriculturist.

#521. The co-operative credit movement was supposed to make a per:
manent improvement cn the security of the borrcwer. But can any one
may that iv has had that effect] Are the members of the co-wperative
eredit societies after remaining for years in ihe co-operative movement
able to borrow ir the open market or from the village sabulor at cheap.
er rates of interest than before! Have they become more thrifty, more
businesalike, more prosperous in respect of their annunal income, more
punctual in their repayment. and more honest? [f the co-operative
movement had effected this improvement each individual member of

the co-operativs society would have had more credit with a village or
town money lender,

9329, In _renlit_v_ the co-aperative rocieties have done nothing but harm.
The agriculturist borrows both from the nociety and the sabedar. He

ws from one to repay the other, he plays off une against the other.
The security for each has become less than before. 1t has made the
village moneylender less considerate than before. Tt has divided the
village into narties it has rather preached hatred against the banca than
endeavoured to hold the denis up before the villagers as an example
of thrift and businesslike methods. The co-operative society with 12}
per cent. rate of interest is even to-dav less convenient to the villagers
than the ahwkar. It takes time to get & loan from the society. The



4

society has to be repaid in cash; the society obtains a decree against
him promptly and without dispute. In all these respects a loan from
the sahukar even at a slightly higher rate of interest is far more con-
venient to the villager. Even in respect of control the schukar exer-
cises 1t more ¢én the interest of safety of the loan than the mutually
obliging thriftless members of the co-operative society.

2823. The harm done to the village dealer is not confined to the village.
The village dealer must live if he s to carry on his business. 1f money-
lending does not pay him, he not only eripples agricultural industry by
not financing it adequately but also has to charge bigher price in his
sales both to the agriculturists of the village und the outside market
of which he is the distributing agent. The cost of maintaining himself
falls upon a smsller volume of money-lending and a smalier volume of
business in commodities done by him, and the prices must therefore
go up. The security of his debtors being less he is trusted much less
_ by the town merchant and the town shroff because they feel that money
with him is not as safe as it was before. When he borrows for his
business he has to pay a higher rate of interest; ordinarily he contents
himself with becoming practically a commission agent or a small trader
on his own account. Hia credit being less the hundis between him and
the hundi ski1off or the city shroff are becoming rare with the result
that the volume of trade bills declines and more cash tn the shape of
rupzes and notes has to be sent to the mandis for financing the crops.
The city skroff has suffered in business not only on this account but
also on account of various other causes. He has cerased to be tha agent
of Govarnment. His deposit business has declined becaunse of the com-
petition of the joint stock banks, exchange banks and the Imperial
Bank. His remittance busineseg bas declined breaugse nf the aprmina
ct the branches of the Imperial Bank and of joint stock banks. With
no free funds from Government, with no appreciable deposits on cur-
rent account or even fixed deposits, with rompetition of a bank like the
Tmperial Bank vwith huge free funds from Government and of the city
co-operative bankas with the prestige attaching to it on account of ita
supposed conuoection with Government, h= is compelled more and mora
to mix up trade with banking ard charge higher price for remit-
tance to places where there are no branches of banka

2994 If indigenous banking is to perform the services it rendered to the
public in former times all these causes must be 1emoved. The village
dealer’s or moneylender’s business must be made more secure by the -
abolition of the Punjab Land Alienation Act and all other protectivé
legisiation in favour of the agriculturist and by affording him reason-
able facilitins for recovery, hy stopping the propaganda of hatred nre-
ached by the Co-operative Department and effecting some co-operation
between him and the Co-operative Department. The feld of work be-
tween the joiut stock banks, exchange banks and the indigenous banker
_should be defined so as to prevent undue ~ompetition. The Imperial
Bank should e‘ther bave no funds of Government or facilities of remit-
tance through treasuries or it should be prevented from dealing with
the public excepi through approved indigenous bankers and should be
compelled to charge low rates of remittance 1o indigenous bankers and
joint stock banks. There are many places in this country where it will
never pay a joint stock bank or the Imperial Bank to open branches and
approved indigenous bankers should be encouraged to maintain their
agencies at these places by giving them a portion of the Government
funds free of interest, by giving them facilities for moving funds through-

Mr. Sat Narain Gurvala.
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treasury offices at nominal rates, by making them agents of the Impe-
rial Bank for the purpose of accepting deposits on certain conditiona
and against suitable guarantees to ensure safety.

£825. When the Alliance Bank was in trouble the Imperial Bank came
to its rescue but whea the indigenous bankers are in trouble the help
from the Imperia! Bank seldom comes even though land and other
#ecurity can be offered against accommodation. The rules of the Im-
perial Bank favour only a few approved persons and that also only
when their pronotes are endorsed by two parties. Thus it is not an
open door, open to all who give sufficient security of assets. Very few
respectable bankera will like to gep their nctes endorsed by another
mtf their difficulties made known even to their intimate friends hut they

would readily offer adequate security to the Imperial Bank if the rules
are relaxed

o59¢, 68 and 84. The use of cheques Has grown by the abolition of stamp
duty and 1 am sure the use of Aundiz will also grow if the stamp duty
in either abolished or reduced considerably. The present stamp duty is
serioualy afllecting the popularity of the mudati Aundi.

Mr. Ramkrishn Dass, Chandiwala, Banker, Treasurer a nd Muni-
cipal Commissioner (of the Arm of Messrs, Isri Dass
Benarsi Dass), ‘Delhi.

2860. In the Iollowing memorandum I have dealt with the position of
the indigenous banker in Delhi both in the past and the present. I
have reatricted myself to the bankers and money-lenders who appear
in the money market of the city, thue excluding those who privately
lend money {on very high rates of interesta) to thousands of individuals
(such as the Pathan money-lenders, the rahtis, etc.). The indigenous
banker has Always occupied an important pozition in the internal
finance of the country. In order to understand his present position in
the money market, it is necessary for us to go back and clearly under-
stand the part played by him in the financing of trade and industry.

2881, Till recently (abdut 15 yeara back) the indigenons money-lender
wax in every scnse & banker because he not unly advanced money, but
also used to receive deposits. This is really the function of a banker.

2852. This busiuveen is generally associated with the vaitkya community
but other communities are also entering into it. Pure money-lending is
carried on by almost all communities including Mchammedans. Even
Aalrais lend their surplus money to tradern

2883, Their functions were:—

{1) To receive deposits from individuals at ratl\ér low rates, and to
advance loana at slightly higher rates. Loans were advanced both on
personal and material security including landed property.

(2) To purchase danand drafts (Aundis) at a discount on important
centrea of trade, much as Calcutta, Bombay, Karachi Jaipur, Agra
Rimla, ate, These demand drafty were sent to their Arésas in the town
on which the Awndi in drawn, for collection. The latter remitted the

mponey mostly through Awndi on Delhi and other centres after deducting
their own commisaion.
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(3) To purchase, sell and discount Aundiz gther ihan demand
drafts, The period of their duration varied from 30 to 90 days after
sight, These were known as usance kundis and included toth genuine
trade bills and pure finance bhills. :

These bills in common use were generally of the value of Rs. 2,500
and were always readily saleable in the money market,

(4) Some dealt in pro-notes alsog but on the whole the use of this kind
of paper was practically negligible.

2854. The capital of these bankers was partly their own, partly deposits
from individuals (average 15 to 20 per cent.) and partly credit advances
against Aun-is from the Bengal Bank (now Imperial Bank).

2855. The Bank bad [xed the maximum amount of advance in case of -
every shroff, according to his credit in the money market.

2856. One class of bankers was that which employed mostly their own
capital in their business, and purchased hundis on dealers in the general
security of their reputed financial standing.

2357, There was another class whose business was simjily to get profits
for their long-standing credit in the money-market. They purchased all
sorts of Aundis at a high rate of discount and after endorsing them
{and thus becoming responsible for its payment) sold them off to other
shroffs at a slightly lower rate of discount. There was quite a large
number of bankers of this type in the money market.

2858. There was v Banker’s Association of about 80 members, most of
them carrying on this type of business; they worked like aecepting
houses. This association still exists in name, but most of its members
either have ceased to. do this business or the firms have failed.

2859. The rates of interest that they charged nn short period loans (even
4 or 5 days in many cases) were as follows:—

6 per cent business rate, i.e., the rate that they charged from
Sahukars (Sahukari rate), .

7% per cent., charged to ordinary artias and cloth merchants,

9 per cent. to 12 per cent., charged to small grain dealers, fruit mer-

chants (dry), vegetable dealers, ete. These rates continue to this day as
the prevailing eustomary rates.
2860. The deposits were of less importance than Aundi dealings, on the
average, the former business was about 20 per cent; of the latter. The
rates of interest allowed on deposits varied from 3 to 8 per cent. The
bigger shrofs Leing in possession of considerable surplus funds gen-
erally paid low rates of interest to their depositors. Still they
attracted considerable deposits because of their credit in the market.

2861. Thus we see that the entire trade of the city was financed by these
indigenous bankers, and mostly on the security of the most desirable
kind of paper, »ez., trade bills or hundis. Practically all the grain
dealers of Khari Baoli (including the gur merchants), the iren mer-
chants, the timber merchants the Kaseras (bartan walas) financed their
business through Usance Aundie. In many cases the goods were sent
directly from the mandi to the exporting port, but their financing was
done through Delhi, r.g., the cotton trade. Cotton was seni directly
from Hathras, Kosi, Palwa!, Agra, Muttra, Karnal and other mandis
but their financing was done through the bankers in Delhi.

2562, Consequently quite a Iarge number of the indigenous bankers drew
their income entirely from their Aundi business. My own income from
thia business alone was suhstantial.

* Mr. Ram Krishn Dass, Chandiwala.
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9863, Same, however,; carried on some other business along with Awndi
transactions, e.g., bullion business or grain dealings. Landed proper-
ty was another source of their income. :
3864, Unfortunately the competition of the banks, especially the Im-
perial Bank, severely affected the business of the indigenous banker.
Formerly these banks had no branches in the interior of the Province.
Their Aundis deslings were restricted only io the big shroffs. They
could not diretly deal with the ordinary trader.

985. The indigenous banker used to charge about 5 to 8 annas per cent.
on demand drafts (2 anpas as their own commirsion, 2 annas as the
commission of the artia to whom the Aundi wax sent for collection, 1
anna as interest and 1 anna for remittance charges). The banks oo the
other hand charge, as low as 1/16th per cent. and certainly not wore
than } per cent. which is the Imperial Bank rate

2806. The advaniages of the banks are:—

{1) They have their own branches in all centres of trade (thus ip
the Punjab, we have the People’s, and the Punjab National Banks, in
U. P. the Allahabad Baok, in Bembay the Central Bank, and finally the

Imperial Bark in s0 many centres of trade), and thus no commission
is paid to the collecting agent (the artia).

(2) They do not actuslly remit money. In banks remittance gen-
erally means on!ﬁ. book transfer; thus there are practically no remit~
tance charges, e Imperial Bank thus charges mothing fur transfer

remittance up to Rs. 6,000 to customers who keep current account with
the Bank.

(3) Their money circulation is very wide, and thus they can afford
to charge & very small tage as commission.

{4) Lastly, there is psychological reason. Some people prefer
to deal with bankn, especialiy the Imperial Bank, as they have not

only larger resources in the money market but charge less for banking
businesa

2767. The increasing competition of the banks rendered it difficult for
the indigenous banker to maintain his position. Gradually be dis-
appeared from the money market of the city and to-day there is hardly
a single banker in the real sense of the term.

2568, The Awndi and the deposit business is almost entirely taken up by

the joint stock banks and the Imperial Bank. The banker is now

reduced to the position of & money-londer or money-lender and -
merchant. .

2369, This change was due to the v low margin of profit of these
bankers. Durms the boom period of the Great War they found them-
seives at & disadvantage as compared to the merchant commupity and
paturally there was a temptation for speculation The on
speculation in cloth, sugar, iren, copper, brass, etc. ruined s large
number of the indigenous bankers. The trade depression after 1920
aiso affected their business adversely and continued the process of
their disappearance.

9070. To-day the money-lender is really a merchant who advances his
sarplus funds for short-period loaps—varying from one month to
twelve moaths Money-lending is only hia side-business. The borrow-
or has also some advantage. He can now gel any amount of money by
affixing ! anna stamp on the receipt, instead of paring a stamp &nlg of
one and a half anna per cent. on & usance Aunds by means of which he
used 0 meet his requirements formerly. _

n
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2871, The rates of interest charged on these loans vary from 2}
%0 9 per cent. per annum, according to the demands of trade, and also
the borrower’s credit in the money market. , These loans are generally
advanced on personal security, though grain and other kinds of stock
are sometimes taken as security. Loans for more than a year are
sometimes advanced against landed property as weil. whe market
rate of interest is'largely influenced by the Imperial Bank rate in the
busy season, because there is hardly any banker who is carrying on his
business entirely from his own money in the busy season. If the
Imperial Bank rate rises, money is withdrawn from the market and
thus other banks and bankers are obliged to raise their rate of interest
in the busy season. :

2872, iAlthough the joint stock banks, and the Imperial Bank, are now
able to do the business at a lesser cost to the merchant the change is
on the whole, certainly not for the better. Along with the introduc-
tion of the direct relations between the banks and the mandi dealers,
a very large number of merchants and traders have ceased to carry on
their transactions by means of Aundis. Thus, in spite of & considerable
increase in the total volume of trade, the circulation of Aundi is consi-
derably reduced (is about 60 per cent lesa).

2873. The increase in the stamp duty on usance billy (ta 6 pies per
cent,) is, also largely responsible for the decrease in this kind of Aunais.

2874, But the most impor®ant reason for this change is the inadequacy
of the facilities granted by the Imperial Bank to the indigenous
bankers. The maximum amount of the credits of the Lig shroffa (the
amount up to which they could get advances) has been ccnsiderably re-
duced, and therefore, these bankers are not in a2 position to purchase
hundis, not only that, the Imperial Bank has granted certain facili-
ties as regards the sale of hundis, remittances and advances, to the joint
stock banks, but treats the indigenous bankers as ordinary merchants
denying them unjustly the privileges of all facilities gvonted to joint
stock banks. For instance it charges joint stock banks & anna per cent.
gn ?mittances as against ! anna per c¢ent. charged to indigenous
ankers.

2875. Due to this comparative secarcity of usance hundtis trade and in-
dustry are not properly financed. When the money market is tight, the
Imperial Bank cannot render any kind of assistance for wani of bills
nor does it advance loans on the security of landed property. Thus,
in the busy season the market rate of interest sometimes rises nuch
above the Imperial Bank rate. Moreover, the money-lenders of to-day
who are, as explained above, reaily merchants and traders; are not able
to meet entire trade demands for money. In many cases they have
to d.isalppoint the borrower because of the insufficiency of their working
capital.

2876. All this leads to one important conclusion, viz., every effort should
be made to increase the cinculation of Aundis. But this is not possible
without the indigenous banker, who alone intimately knows the indi-
vidual dealers. Hia position should, therefore, be strengthened as far
as possible. In the first place indigenous bankers should be recognised
by the Government in order to command more eredit in the money
market. ’ v
2877, Secondly, there should be a central bank like the Reserve Bank of
India recommended by the Hilton Young Commimsion. It should be
purely & banker’s bank and should not be allowed to deal directly with
individual customers, because s central bank should not, on principle
compete with private banks and bankers. Its main business should
be rediscounting of bills of trade.

Mr. Ram Krishn Dass, Chandiwala.

3



289

9378. The Imperial Bank at present enjoys considerable privilegee. It
keeps huge GGovernment funds free of interest. The Municipalities and
the District Boards also keep their money in the Imperial Bank. A
large number of creditors also prefer to keep their current accounts
with it, because it is regarded as a Government Bank. The Imperial
Bank is, therefore, able to carry on a very unfair competition in the
money market.

2870. Thirdly, the facilities as regards the sale of Aundis, remitiances
and advances that the Imperial Bank has given to joint stock banks,
should be extended to the indigenous bankers also. The most import-
ant are, undoubtedly, financial faciliticea No improvement, no
progress is poesible unleas the central bank gives considerable facilities
for finanoe to the indigenous bankers. The Imperial Bank or the cen-
tral bank should not compete with the indigenous bankey and always
bg willing to advance emedit to indigenous bankers to any extent to
which trade bills are presented or adequate security is available.

9880, Further, there are many placea where the Imperial Bank has not
opeaned a branch of ite own. In fact, India is such a vast country that
the Imperial Bank, or any other bank, cannot be expected to have its
branches in each and every village and town. In the absence of a
branch of the Imperial Bank, the indigenous banker shonld work as
its agent. He should be given financial assistance—credits by the
Imperial Bank free of interest—in proportion to the total volume of
his Aundi business. In return some conditions might be imposed upon
IE::ik e.g., he might be asked” to open his account with the Imperial

2381. Fourthly, the stamp duty on usance bills should be appreciably
reduced because it seriousily affects the use of this kind of paper in
business transactions. o

9382, The present Insolvency Act is alsn very defective. Under the pre-
sent Act it is very essy to declare insolvency and the Court has abso-
lutely no power to reject an application for insolvency, if the applicant
owes more than Ra 500. It has a very demoralising influence and
should be so amended as to make it more dificult for anybody to
declare himaself insolvent.

$¢83. These are some of the measures that might be introduced to
strengthen the position of the indigenous bankers and also of the joint
atock banka, if they deal with thy bankers only, instead of directly pur-
chasing the Aundie. The use of bills of trade would be encouraged if
proper rediscount facilities are available at a bank that does not com-
pete with the indigenrous bankers in banking business. We shall Eave
a_better organized money market, and better means for the financing
of trade and induatry.

Note on petty industrialists.

9334, In our province there ia comsiderable scope for the petty indus-
trialista also. Under the present conditions they are severely handi-
oappedboosuaaolwu_nt of sufficient finances. For them thars is only
one source of help, wiz.,, the co-operstive bank. The working of the
Co-operative Department in this connection is very defective. They
believe that they are meant only for the aaricultural community, and
bave to deal with the samindars only. This imprsssion should be
vromoved from the minds of the officera of ‘thiz Department. The eo-
operative bank should advance small sums of money up %0 a maximum
of Ra. 8,000 b petly industrial concerna. '

¥YOL, IV 8
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OTHER INDIVIDUALS.

Professor Hirde Narain M. A., Hindu College, Delhi.

AGRICULTURAL CREDIT,

Rate of interest on loanas.

2885. 2. (i) Trkari is advanced to agriculturists Jdirect by the state, at
86 per cent. per annum for the construction of wells or purchase of
agricultural implements on the security of land, for a period of 5—15
years. It is payable at harvest by instalments rlong with the land
revenue, and is collected along with interest through the tehsil peon.
In case of non-payment the loan . is recovered by auction of the land of
the defaulter.

(ii) Agricultural eredit socicties numbering 233 charge 121 per cent.
per annum for loans advanced to members only on their unlimited
Lability for short periods, for necessary purposes including marriage
excluding litigation and extravagant expenditure. Defaulters are re-
ferred to the Registrar, Co-operative Societies, whose decision being
- final is executed through the law court.

(iii) Mahajen, the merchant banker prefers loana in kind, retains
3 seer margin on both sides, picks up -the entire harvest for the re-
covery of loan, leaving just a subsistence allowance to the borrower
for six months. His usval rate for cash loans is 24 per cent. per

annum.

{iv) Zamindar banker, advances loans in money or in kind at 24
per cent. per annpum and recovers the loan at the harvest. In case
of default the matter is referred to the law court for decision.

r

NoON-AGRICULTURAL CREDIT.

2888, (a) Pathan money-lender charges 80 to 120 per cent. interesi for
petty loans advanced against personal security generally te bankers,
pedlars, ete., for a few days. He recovers his.loan by use of force.

() Rahtia finances the poor people in distress such as the depressed
classes, labourers and petty shopkeepers. He advances loana at 37
per cent. per annum by a wntten or verbal contract either on per-
sonal security, or on the security of ormaments, utensils, furniture,
~ generally for a month or en, and recovers the loan by reference to a

court of law in case of default

(c) Indigeiiour banker known as the sowkdr lends against property
stock of goods and Aundi for various periods, up to 3 months on rates
varying with the market conditions. The ordinary rate in the active
season 18 7 to O per cent. In the dull season the rate falis as low as
3 per cent. : -

(d) Joint stock banks give short period eredit up to 3 months at
7 to 9 per cent. per annum against endorsement of two well-
known persons, also on material security, bil) of exchange and Govern-
ment paper. :

(¢) Imperial Bank chargeg generally 8 per cent. per annum. It dis-
counts billz Ttg discount rate falls to 7 per cent. in the dull séason
in June and then gradually rises till it reaches the top at 8 per cent.

Prof. Hirde Narain.
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“in February. It is the bankers’ bank and the Government banker.
1t keeps Government balances free of interest.
(#) Non-Agricultural Credit Societies allow loans to their members
only at 124 per cent. per annum. .
{g) Coonerative Central Bank, Delhi lends to co-operative societies
- of the Province at 8} per cent. per annum.

© Loan Acts.

2887. 3. (i) The Punjab Land Alienation Act of 1901 amended in 1907
prohibits sale and mortgage of agricuitural land to non-agriculturists.
The Act does not touch the zamindar-banker. It tends to encourage con
solidation of holdings. BSo far it has worked to the advantage of the
cultivators by restricting the power of the money-lender

(ii) The Land Improvement Loans Act 1883 permits direct state
loans for small irrigation works for a maximum period of 25 years.

(iii) The Agriculturists Loans Act of 1884 allows state loans to agri-
cuiturista for the purchase of seed, cattle or any other purpose connected
with agriculture. It has proved of immense value in periods of disi-
ress, But thesy acts are not designed to meet the normal require-
ments of agricuiture. People know very little about them. Insistenes
on regular recoveries of loans, and delay in dealing with applications
;ml- loans have considerably detracted from their popularity and use-

ulness.

(iv) The Usurious Loans Act, 1918, amended in 1926 given wide
powers to courts to check usury. Its object is to believe the people of
some of the worst evile of unoontrolied usury. When there ia no.mate-
rial security behind the debt, the debtor can force the creditor into the
court simply by refusing to renew the loan, and the court hasz the
power, under act, to enquire into the equity of the terms of contract.

(v) The Redemption of Mortgage Act 1913 empowers the Collector to
redeem the debt up to Rs. 1,000 if he thinks that the mortgagor has
paid a proper sum on account of the debi.

Nos. (iv) and (v) are a dead letter in the Deihi Province. Peopls
have no idea about them. Improvements to make loans act more
effective and more useful should be made.

$588. To meet the devil of ignorance and illiteracy, nothing would be _
better than free and compulsory primary education. Study of land
and loan Acts as a part of text in rural schocls would add to their
popularity. Takavi would be more effective if it could be advanced
through agricultural credit societies, and the process simplified. The
l(‘.n-opa'rnvehAet may be modified if neeesnrvw, to permit lol;l.gnk term
oans through co-operative soecieties or s morigage on
the security of land or its produce.

2269. 4, §, and & In the Delhi Province most of the borrowers are
members of the same vaste as their creditore. Hence the creditors do
not like to deprive them of their land. There is no necessity for
legislation. The caste epirit is at present a sufficient safeguard agaimst
sjection. » .

9690. 7. For reasonas stated above, personal servics is not exacted from
caste members in lieu of interest or loans. :

298], §. Fide answer to Q. X
vol. Iv s2
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2892, 10. Legislation for publication and auditing of accounts of monags
lenders is a paramount necessity. To ensure fair dealings we wouid
recommend a fair rate, Failire of Usurious Loang Act points to the
wisdom of fixing a legal maximum rate of intereast. The legal maximum
should be reasonable and fair to all parties concerned. It may be
determined after consulting the representativie of money-lenders and
agriculturists. The average net income of a farmer provides a sound
basis and the practice of co-operative societies and joint stock banks
is the safest guide. The maximum may be fixed close to 12 per cent.
against material security, and at a bhigher figure say 16 per cent.
against persoral security, allowing 3 per cent. margin for extra risk
‘involved in personal loans. The present rates are 24 per cent. for
‘material security and 37 to 100 per cent.” against personal security.
2893. 11. There is no arbitration board in the Province. Registrar, Co-
operative Societies, Delhi is the only arbitrator for co-operative loans.
That ig quite essential at present. But the sim should be to educate
the members, with a view to develop the panchayat ultimately into an
arbitration board, :

2894, 13, The cultivator borrows takari generally in distress caused by
famine or epidemics. KFree use of takari for normal requirements is
-difficult. It encourages illegal gratification, requires a lengthy pro-
cedure and demands stringency in repayment. It is not paid on the
spot. The applicant has to come to the imperial city of Delbi where
he is sure to waste a part of the loan in idle enjoyments. It does not
snit an illiterate borrower., He cannot decipher its provisions, nor
can he feel satisfied with the elaborate system-of recommendations and
sanctions for remedy vide answer to Q. 3.

2895, 14. Co-ordination of credif., There is slight co-ordination at pre-
gent between the money-lender and the ioint stock banks that die-
count genuine trade bills and Aundis endorsed by the money-lender.
But the link between agricultural credit and the city banker is still
wanting. -

2896, There is considerable scope - for the extension of agricultural
credit either through a mortgage bank or through co-operatfve credit

societies.

C.—FINANCE FOR- MAREETING,
-

2897, 17. Marketing centres,

Cropa. Markeoting centres,
(i) Wheoat, eobton, chillies . Narela,
() Jawar, Bajra,Gram .. = .. Mahwoli and Najafgarh.
{(iil}) Tobacoo .. . e Shahpur Jat.
(iv) Miscellaneous crops .. . Delhi aity. -

2608, 18. The village money-lendern generally recover their loan* in
produce. They store the produce for sale with the city artias. They
charge & commission of annas 12 per cent. on estimated value of farm
produce and advance 75 per cent. of that value to the mahasam. The
artia (storehouse man) draws & bill of exchange againsi produes and
sends it for discount to a eity money-lender or a joint stock bank
The money-lender endorses the bill and discounts the same at the
current rate of discount. The endorsed bill is rediscounted by joint
stock bank and finally sent for collection on maturity.

Prof. Hirde Narain,



~

293

26899. 19. Storage of produce, (a) Farm produce is first siored in a
kotha, the home store, before it is brought to the market. The mahajan
keeps grain partly in the shop and partly in his house. Grain is
carried to the market in gunny bags These bags are. piled one ahove
the other in vity stores of artias along the Burn Bastion Road, Kham
Baoli, Jamma Masjid.

2000, 20. Lirensed warehouses.—=Licensed warehouses system of United
Btates of America is an excellent model for an agricultural country
like India. It has achieved a copsiderable measure of success in
western countries, and is the crying need of India of to-day. Its objecy
is safe storage of agricultural produce for domestic trada and foreign
commerce. The Warehouse Act of United Statea of America authorises
the Secretary of Agriculture to grant a license on payment of a fee of
2 dollars per annum after a careful scrutiny of storage, gradation and
sampling of goods consigned to the warehouseman. The warehouseman
is expected to execute & bond with one or more sureties to ensure the
faithfu]l performance of hizs obligations under the Warehouse Act.
(Goods are classified according to qpality by certified graders. The
license can be suspended or revoked by the Secretary of Agriculture on
the violation of the provisions of the act.

Possibilitien,
$901. India is a big agricultural country with a huge consumption of
agricultural produce and heavy exports of raw material, The following
figures of export would indicate the scope and possibility of working
licensed warehouses at Indian ports, on western lines. '
Year 1928-20.
Exports of merchandise,

(Source.~Seaborne Trade of British India for March 1699.)

Rs,

Raw Jute .. . . . +v 3,234 lnkha,
h‘mm -w -e LY} e - a.‘e. (1] ’
Qrain pulves ent flour .. .. . . 33690 .,
M . s e Y LR Y L] 2.”2 [ ]
Tea . . . . .. 2,680,
Raw hides and skins ., . . - 9'5
Motals and ores . . . - 89
Lae e . e . va e 864 .y
R.'m.l .. “n [ e " em 488 -
Oil oakes .. .. .. . . s,
Parrafin wax . . . . M8
R.'mb“-- . s . e 198 »
Coffos .e .. . . .. i
Spios .e . - .e .e 158 .
Opium . .. . .. 1587 ..

$902. Unfortunately figures Are nod available for inland trade but consi-

i 2ok of Erosier ripetantn iy oer7, 1t soeme to be of squal
ot of ‘greater importance, Li in al]l distribusi

ccatres of the country would be of great value. = el buting
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2003. Delhi is the biggest distributing centre in Northern India. We
require more than half a dozen vrarehouses for effective centrol and
storage of raw material imported into Delhi. Suspicion is the breed
of ignorance and resentment its natural ally, Dealers who make money
by adulteration are likely t{o raise an alarn. They may be tempted
to create an atmosphere of hostility towards any scheme of reform,
the committee might contemplate. Adulteration is one of the greatest
evils of the Indian business market. A licensed warchouse provides
an antidote to adulteration, and can flourish only in » healthy atmos-
phere when the laws :}. adulteration are strictly enforced.

2804. The import figures show the volume of business the licensed ware-
houses might take up in the initial stages of their progress,

| Imports into Delhi in maunds from 1st January. to 3lst December

1928,

(Souree: Terminal Tax Revenue Returns of Delhi Munieipality

1928.) -
1, Wheat .. . e . e .. 18,16,568
2. Barley .. .e ve . .e 1,01,899
3. Gram ,, . . - 7,20,323
4, Rice .. . s . Lo 2,82,109
5. Floor .. T ew . . 2,18,136
6, Pulses .. .. .. . .e 81,580
7. Other grains e .. .. .e 4,27,808
8, Cotton ginned and unginned .. .- . 2,63,654
9. Ghee ... . .. . . 82,220
10. Tobacco .. ‘ . . . . 37,605
i1, Kenni Chura . .. . . 3,011
12. Hides andskins .. e . .. 2,386,187
13. Gur, Shakar and reflred sugar. .. .e 92,615

2905. 22. Railway receipts and invoices are used for raising money in
this province. No difficulties are experienced in their use.

2908. 23, Delhi has a good many metalled roads and offers unique faeili-
ties foy motor transport on co-operative lines. Co-operative village
stores linked to co-operative warehouses would solve the problem of
marketing, and bring within the reach of the poor and middle classes
fresh supplies of farm produce, dairy products, ghes and other raw
materials of agriculture. That would lead to a distinct improvement
in the heazlth and strength of the province. _

2907. 24, Bills cannot be used in villages, so longz #8 people remain
unlettered. Bills are discounted at ¢ity hanks and form an important
instrument in financing internal trade. At present the duty on Awndis
ig rather high. The duty on bills 102y be reduced a little 4o encourage

their use in interral trade.

D.—Loxg Per1oD LOANS.

2008. 25. There is a pressing demand for long term credit on the part
of cultivators and zamindars. They have to borrow for long periods
for the purchase of cattle, implements as well as for pressing needs,

Prof. Hirde Narain, .
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such as marriage, funeral, litization and payment of land revenue
and for capital and permanent improvements.

" 2009. 26. As a rule long term credit is not advanced expept by the Gov-
ernment in a period of distress.

2910. 27. Government sanctions Rs, 40,000 per annum as takavi for the
whole of Delhi Province, bué people seldom apply for the whole
amount, * The crops failed this year but only Rs, 20,000 were taken as
takars. ' .

Legrl impediments to mortgage of land.

2912.’99. Land Alienation Act and Redemption of Mortgage Act: are the
principal impediments to mortgage of land, but the capacity of the
agricuiturists to borrow is not appreciably reduced in this provinee
since peoply can easily get loans from zamindar bankers.

2N3. 30. There ia no mortgage bank in the Province

€914 32. The Raiffeicen type village bank is expreesly designed to meet
the requirementa for small icans only. The sgriculturist has not funds
enough for agricultural improvements. In the absence of a strong
financial machinery for long term credit, agricultural progress would
be as dead as a dream. The gap can be filled by a mortgage bank.

Scheme for a mortgage bank,

2915, Objecta of the mortgage bank.

(i) Redemption of land, and houses of agriculturista

(ii) Improvements of land and methods of agriculture.

(iii} Coonstruction of honsea

(iv) Liquidation of old debts

(v) Purchase of land to encourage consclidation of holdings.

Directorate : —

2918, L. Director of Agriculture, ex.offeio,

2. The Controller of the Currency.

2. Registrar of Co-operative Societiea.

4. A repreeentative of the Imperial Bank.

8. An elected representative of share-holders
W17 Management —Efficient management is essential. Continnity of
management is degirable to inspire confidence. The Registrar of Co-

uperative Societies may bs au to appoint a qualified manager
subject to the approval of the Board of Di:wu 4

Capisal of the Benk »—
Ra.
Authorised capityl . - . . . - 1,00,00,000
Share copital . . . . . . 10,00,000
Debectcre Honds payabie in 20 years at 6 per oot per
anbuin » . - . . . - - - m'm‘m
Losn trom the Imperial Rank . . . . 40,000

Value of each share may be fixed at Rs 10, It;terest debent
should be guaranteed by the Government of India. In Men the shmum
capital is not fully subscribed by the public, Government should take
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the obligation of subscriBing the balance, out of state revenue. The
mortgage bank may advance loans for five to ten years on 50 per cent,
of the mortgage value of land at 12} per cent. interest. In case
debentures are not taken up by the public, Government should take
up the balance, since the local municipality has no surplug for invest
ment. Fo inspire econfidence in debentures it would be a wise policy
to bring them under trustee securities.

£918. 33. The mortgage bank may offer 3 to 4 per cent. interess on current:
account, five per cent. on fixed deposits, 6 per cent. on loans from
the Imperial bank, and 7 per cent. on debentures guaranteed by the
Government of India. Their loan rate should be fixed at 12} per cent,
per annum. That leaves a good margin' to cover expenses and to.
build up & sinking fund for the payment of its obligations.

2919. 34. For the purpose of mortgage, the value of land may be calcu-
lated on the basis of average produce, contract rent or land revenne.
for the. value of produce is a variable fuctor. Rent is paid partly
in grain and partly in money. Land revenue fixed for 30 years seems
to be the only sound basis for calculating the value of land.

. 2920, The value of Zhadar land varies from Ra. 75 to Rs. 100 per bigha,
of dabar land from Rs, 80 to Rs. 100 and naekr: land from Rs. 125 to
Rs 160 in this province. -

2021, 35, Government interest can be safeguarded by official contro] of
the directorate through the Director ot Agriculture the Controlier
of the Currency and the Registrar of Co-operative Societies, Delhi.

Other measures for long term eredit.

2022. 37. i. Takavi may be advanced through co-operative societies to
meet pressing demand for long term loans. This js an immediate re-
quirement. Crops have failed and agriculturists are crying for help.

ii The Central Co-operative Bank, Delhi, may be allowed to
advance long period loans on the mortgage of land. _

. E.—INDUSTRIES SUBSIDIARY TO AGRICULTURE,
2923, 88. The farmer supplements his income with the proceeds of mnall
industry, such as dairy-farming, vegetable and fruiv gardening, rope
making, poultry, pottery. ginning and spinning, manufacture of gur,
shakar and sugar. ’ :

2624, Siubsidiary industries of Delhi suffer from lack of adequateYrans-
port facilities and lack of capital, organisation and enterprise. Co-
operative credit, on the basis of limited !iability with share capital
i8 recommended to finance subsidiary industry, . .

2025, 39. Scope for improvement. Subsidiary industries can be develop-
ed under co-operative organisation. Co-operative motor transport
would lower freight charges and reduce the cost of preduction, Supply
of cheap and simple machinery, cold storage of fruite, milk and vege-
tables and employment of experts for dairy, gur and sugar refining,
fruit and vegetable-gardening as well as poultry would add to the in-
come of agrieulturists. Use of gas and cheap electric power can be
recommended for spinning and ginning, rope-making, cil-crushing and
dairy-farming industries.
Prof. Hirde Narain,
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Market for subsidiary indusiry.

2996. 40. Delhi is the biggest distributing centre in Northern India,
with & population of over 4,88,188. It is ever growing in wealth and
pumbers. It provides a progressing market for the product of subsi-
diary industries.

9997, New enterprises—The Indian farmer is unemployed for two to
four months in the year, and if raing fail there iz general unemploy-
ment in rural India. There is surplus labour in villages that does not
tike to leave the place of its birth. The surplus labour can be pro-
fitably emploved in new enterprisea. The following enterprirea are
worthy of ronsiderztion :—

(i) Co-operative building of village roads and houses.
(ii) Basket work. .

{iii) Preparation o¢f mango-jam and c&uiny, blankets and
namdas, choir-matting and brushes and laces for boots and

shoes.
(iv) Cultivation of Egyptian cotton and Egyptian tobaceo and
manufacture of bires, ci ttes and cigars,

(v) Manufacture of condensed milk, and hair oils and oil refining.
{vi) Manufacture of soap, disinfectants and fertilizers

(vii) Preservation of farmyard manure, and conversion of niglit-
soil into useful manure by a cheep procesa.

(viii) Conversion of crop, frash Jeaves and grasses into silage
used for feeding cattle.

2098, Co-operative sovieties may be advived to make an humble start
with one of these industricse. None of them requires costly machinery
therefore it should not be difficult to finance them out of the funds
of co-operative societiea

2920. 41. Co-operative societies of the province are doing real banking
businesas by accepting deposits and advancing loans for short perioda
9030, 43, The Co-operative Central Bank, Delhi, geta a loan from the
Imperial Bank to the extent of Rs. 40,000 per annum. Credit societies
borrow from the Central Bank. At present there is no co-ordination
Between the Central Bank, joint stock banks and the money-lender.

2931. 43, Co-operative societies do not advance long term credit. This
defect van be remedied by the estabhishment of a mortgage bank.

9033, 44. In the province of Delhi, co-operative societies have made
heroic efiorts to relieve distress, by an efficient system of propaganda,
Grganisation and control. They have admirably succeeded in creatwg
a co-operative &pirit in rural Delhi, and ws have every reason to
believe that given a fair opportunity, couperation will extend to ity
artizans and workmen. It will bind them, once again by the common
ties of service and brotherhood in the pursuit of a noble aim, the
precious heritage of Economic Swaraj. The movement®has gathered
rength and achieved success in a limited sphere. It enjoys certain
faciliticn that are demied to other provinces of India. The Province
i small and has better transport facilities than the rest of India
Deeply steeped in the spirit of co-operation, its organizers have pever

st the oppurtunity of creating a happier world, by transforming the
musery and agony of poverty into the blossoma of self-sutficiency, with
Uie magic wand of co-operation. It will be a great misfortun indeed,
if for lack of imagination their activitieg were confined to short eredit
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only, while the lion of indebtedness roams along, free and unfettered,
spreading davastation throughout this Imperial Province. Shall we
say to the co-operator “this ig thy share, that much and no more™ or
shall we go ahead, shifting the burden of indebtedness on to his shoul-
ders and ask him to bear it all ultimatel®, so that kis country-men
may be freed from the devil of distress, poverty, and serfdom. Co-
operation is a powerful engine. It is both the sovereign and the ser-
vant, It is a power Divine—The Shiva of Economic Mythology. Then
leave we our burden to “Shiva’™ our Lord, the ‘“Co-operator”.

2933, 81, Co-operative credit should be extended to urban areas to
finance smull merchants, artizans, hawkers, labourers, low-paid clerka
and local transport. A few societies have been recently started among
tongawalns, thelawalos, teachers and Government clerks. Since the
closing of the Tata Industrial Bank, Delhi, nobodv has gathered suffi-
cient courage to start ancther Industrial Bapnk with thatementality in
the air. It is idle to expect any adventure in that direction in the near
future. It is easier to get dominion status by threat or persuation
than to force the establishment of Industrial Banks when knowledge
and will are both lacking.

J,—INVESTMENT HABIT.

2934, 84, Cheque habit is growing. fast among business men in Delhi,
Salary above Rs. 200 may be paid in cheque. Such people generally
keep bank accounts. For salary below Rs. 200 cheque should be
optional.. Cheques in vernacular seriht would be very nnnular arong
business men. But the Imperial Bank authorities shoukl be asked to
maintain quick service botk in deposits and withdrawals if resentment
and disgust are to be avoided. '

2935. 86. Banking habit is of slow growth for the following reasons:

(i) Low incon:iq of tenants and farm labourers who get just a
bare subsistence and form #rds of the total population.

(ii) Low wage of industrial labour that Ieaves no surplug for in-
vestment,

(iii}) High cost of living in cities, that absorbs the entire income
of middle class families. '

{iv) Lack of banking facilities and dilatory tactics of bankers.

(v) Traditional hoarding, social and religious customs sanctify
;va.stefllﬂ ceremonial expenditure on marriage, funeral and
estivala. ’

Improvements.—Co-operative credit should be extended to afl villages
Government and Muricipalities can issue bonds of smal}l value like cash »
certificates, printed in vernacular script, to encourage investment
habit. Insurance is another method to encourage investment. But
these measures would not increase the income to an appreciable extent.
The problem 4z bigger than it seems. It requirss the best brains of
the nation to solve the problem of poverty, illiteracy and religious
fanaticism.-

2936, 88. Insurance is the best method to eollect capital from people for
whom interest has mo inducement for saving and investment by a
careful organisation of insurance and the so ealled eco-operative in-
surance, & large amount of capital would be available for industrial
development. Co-operative societies have the very best facilities to
encourage insurance among their own members.

Prof. llirde Xarasn,
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Eepl} to the special Questionnaire for the Central Co-operative Banks. .

The Honorary Secretary, The Delhi Province Central Co~opera~
tive Bank, Limited.-

3054. 1. (@) The Oentral Banks grant loans to co-operative societies for
short terms only, and period extending to three years is considered
as short period. The loans are granted to rural credit societies on
demand ' pronotes and no inrtalment is fixed for repayment when we
make these advances,

In their meeting the society passes a resolution that the amount
of loan will be paid back within one, two or three years. Thig does
not arise.

{b) No distribution between long and short term loan is observed:
The loans are payable on demand hence the details cannot be supplied. .

(c) In the months of March and October the societics fix a kist
which they propose tn pay to the Central Bank, this they fix on the
basia of the standing crops. If the crops are good they fix decent
amounts of kest and if the crops are a failure or poor, then, either
they do uot fix any kist or fix a nominal amount.

The following figures will show the actual repayments made by
the aocietiss againat the Xis¢ fixed by the societies in the last three
orops. ' :

‘Yeoar. Demand. Recoveries, Oveardue.
Rabi iﬁﬂ& . . 2,31,776 1,71,287 60,519
Kharif 1928 . 37,100 24,287 12,813
Rabi 1020 . . 49,630 55,821 ° 13,818

] .

3085. 3. The Central Banks are not authorised by the Registrar to be
in the know of the purpose for which the loan is tuken by the
society, And they are forbidden to enquire from the society the in-
formation on the subject, hence the information cannot b® supplied.

3056. 8. The following details will show the repaymenis made in the
last two years, — ) .

Year. Demnand. Recoveries. . Overdue.
Rabilo28 . . 231,778 1,71,257 680,519
Ehanf1988 . . 37,100 24,287 12,818
Robil920 . 69,639 05,521 13,818

3057, 4. A list of urban socicties is enclosed.®
3058, B. 27 socisties have been liguidated in the last 5 years.

95059, & The Central Bank had to write off Ra, 3,473-6-4 on accouns of
urban societiea. Out of Ra. 9,786,300 advanced to societies Rs 50,600
are due from non-agricultural societies.

* Not printed..
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3060. 7. As the Central Banks close their yearly accounts on 3let August,
every year, we give below the details of working capital as it stood on
3ist August 1929,

. Rs.
Paid up Capital .y e an e 82.550
Depogits . . . - 12,564,800
Other borrowinga .. .e .e .e Nil.
Reserve Fund .. - .. . 24,500%
Other Funds ‘e .a ve .e 20,000
Undistributed Profits . . .. 18,028
Miscellaneous e . . e 11,600
Total “e 14,01,325
3061. 8. (a) By Primary societies—
Re. 4. P
{i) Current account .. .- . 1,047 3 0
Saving Bank . . .o 16215 0
Reserve Fuuds of P. 8. .. . 5 16 9
(ii) Ou Fixed Depogits . . . 5000 0 O
(&) By individeals—
{i) Current account .. .s .a 1,141 4 0
Savings Bank .. ‘e .- 8,792 9 8
Ra.
(ii) On Fixed Pericds—
Oneyear .. - .. .. ve 23,100
Two yeara .. .. .. .e 22,835
Three years e .e va .
Four years .. . . .. 13,000

There are no restrictions.

3062. 9. The question does not arise.
3063. 10. Tke liquid resources were as follows on the 31st August 1039,

Rea.
Three and half per cent. G, P, Notes of the value of Book value.
Ra, 2,23,000. -
Four and half per cent. (. P. Notes of the face value
of Rs. 76,000 .. .. .. .. 2,31,000
Fixed Deposit at four and half per cent. with the -
Punjab Provincial Co-operative Bank, Limited,
Lahore .. .- .- .- 20,000
Fixed Deposib at five and half per cent. with the .
Punjab Provincial Co-operative Baok, Limited,
Lahore .. .. .- .o 30,000
Cash in hand and im current sccounte .. . 68,100
Total .e 3,49,800

*Nors :—The correct figure is 14,500—vide paragraph 2387.

The Honorary Secretary, Delhi Province,
Ceniral Co-operative Bank, Ltd.
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The proportion of fluid resources to the total assets is 25 to 100.
No emergency occurred. *

3064. 11. The following rates of interest are allowed by Central Banks.

(a} Current acocount . No intereat except $o Municipal Committee
Delhi at 2 per cent, on mitimum monthly
balanole. .

(b} Bavings Bank . -Four per cent. on minimum monthly

balance on multiples of Rs. 6 between the
5th and the elose of the moath on balance
up to Re. 10,000,

(¢) Fixed Deposite—

Moaths,
Four per cent. .. . .e 3.
Four acd half per genbd. .. . 6
Five per cont, .. .. . . 12
Five and half per cent, .. e . 24
Bix and half per cent, .. . ‘e 36

There are no other borrowings, but when we need ‘funds we tem-
porarily cverdraw our account with the Imperial Bank and the in-
terest charged by-them is at the bank rate in force on those days.
The Provincial Bank is also prepared to advance us at 6} per cent
but we have not availed ourselves of this arrangement.

3065. 12. The Clentral Bank has more money on deposit than it can,
profitably employ. The position has been met by reducing the rate
on deposits, When we require funds the position has been met by
acoepting short term deposits (for 8 months) at 6 per cent.

The reduction of rate of interest naturally causes withdrawals. As
there is no uniformity in the rate on deposits among central banks.

Some portion of deposit goea to other central banks as they offer
higher rates than we.

3066, 18. The bauk lends at 9 per cent. to all the societies. There are no
special rates for any sofiety.

8067, 14. The primary socicties lend at 12} per cent.

5083, 15. No.

3069, 18. Bection 19 of ths Act doss not give any special power to socie~

ties for realising their claims against members. The makajans and
co-operative societies sail in the same boat.

3070. 17. In the majority of cases :—

(i) The members call at the bank to receive consideration money

the pronotes. In the year 1995-29 amount of loans aggregati
Ra. 28,200 was. remitted by Money Orders. _ Hoe

(ii) By remittance transfer receipts.
The Central Bank pays interest on deposits by cash, by ch
or by orediting it to the depositors’ acoounts with the hynk.eques

The
dividend i» paid to individuals by eash or chequ d $0 societieg b
crediting it to their loan u.eeounh.’ oques & pocieties Oy

3071. 18. 9 per cent.
30T 1% It does not engage in any other activity. =
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3073. 20. The Dethi Province Central Co-operative Bank Ltd., was
started in 1921. The number of societies affiliated on the 8lst August

1929 wag 422,
-3074. 21. Out of the twelve directors 5 are professional gentlemen of the
town, 4 are representatives of societies and three are from rural asreas.
The representatives of rural societies have some influence on tho general
policy but mainly the Co-operative Department guides it.
3075. 22. Special features are:—

(1) It does not do speculation business.

(2). Dividend restricted to 9 per cent.

(3) Government supervision.

(4) It ounly finances to agriculture and industry.

The Honorary Secretary, Delhi Prorince,
Central Co-operative Bank, Ltd.
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Summary of replies from Postmasters of Head and Sab~-Offices
" jo the Delhi Province, to the Special Questionnaire for Postal
Offhicials.

3076. 3. What classes of people keep their savings in Post Oftice
Bavings Bank and what roughly is the proportion of the deposits of
each of these classes to the total? .

The replies are as follow:—New Delhi; Government servants.
Delhi Chandni Chowk; about three-fourths of the deposits are of
middle clasg people, f.e., those in Government or private service or
in the service of Local Bodies; and the remaining one-fourth, of
lower and higher class peopie. Delhi Daryaganj; about two-thirds,
teachers and students of schools. Delhi Cantonment; Officers of
regiments, and soldiers about 50 per cent.; clerks about 25 per cent. ”
end the rest, general public including shopkeepers. Delhi Fort;
miiitary employese about 90 per cent. Kachmere Gate, Delhi; Gov-
ernment kervants about 30 per cent. and school boys about 40 per
cent. Mahraunli: Mahajans about two-thirds and Government servants '
aimut one third. Najafgarh: Managers of the Jain Temple Fund,
about 30 per cent. Sabx: Mandi Delhi; about two-thirds, Govern-
ment servants, and fruit sellers amongst the rest. Shahdara; educated
people especially Wovernment and private employees three-fourths, and
the rest shopkeepers, ete.

30%77. 3. Are the advantages of Savings Bank business sufficiently
known to the public in yvour area! How do the facilities offered by
your branch compare with thoss offered by branches of the Imperial
Bank or of the Indian joint-stock banks, if any exist in your locality !
What further facilities would you suggest to make this clasa of

business more popular? : .

According to the Postmaster of Najafgarh the advantages of the
Savings Bank are not. sufficiently known to the public, while at
Bhahdara they are known only to the educated people. The rest of
the Postmasters say that the advantages are sufficiently known,

The Postmasters of the following offices say that that the facilities
offered by the Post Office Savings Bank are greater than those offered
by the Imperial Bank of India or the Indian jount stock banks:—
Delhi Chandni Chowk, Darvaganj and Katra Barian, because the
transactions in the Post Office cause less delay than in banks; and
Paharganj because small sumes can be deposited,

Enhancement in the rate of interest, removal of the present limit
of deposits that can be made in a year, vz, Rs. 750, and of the
restriction a3 regards witadrawals which are not allowed oftner than
once a weck, payment of interest in the case of withdrawals made
after the 25th of & month and withdrawals by cheques, are the sugges-
tions made for increasing the popularity of Post Office Savings Banks

3078. 4. How do persona other than depoaitors invest their oocasional
or permanent tavings in your localityt Do you think that if your
branch apens current accounts bearing no interest withdrawable by
cheque, it will attract any substantial deposita from the various classes
of people in the area in which your branch is located t

- According to the Postmasters, Delhi and New Delhi peopls alio
jnvest in Government and other securities and in banks; Najafgarh,
with private hankers or firms ,
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As regards the opening of current accounts bearing no interest
or a nominal rate of interest withdrawal by cheque, the majority say
that, it will attract more deposits, ,

2079, 5. Have you experienced any difficulty in meeting the demand
for withdrawals from the cash ordinarily kept in your branchi

None of the offices feel any such difficulty; if the balance runs
short, it iz replenished from neighbouring post offices.
-2080. 7. Do you uvsually have a surplus of remittances to your branch
:over remittances from your branch? Please mention the months of
“the year during which you usually bave a surplus,

The town sub-offices remit their surplus to the head office every day.
Shahdara has surplus every month. Others do not have surpluses.

3081. 8. What percentage of the people living in the locality in which
_your office is sitnated are familiar with cash certificates? What
_methode would you suggest to make the facilities offered by  this
.systemz hetter known to them? Do the present rates of cash certificates
require vevision? How do these rates compare with returns on other
kinds of safe investment, viz., in land, &te., or the net earning from
money-lending ! Are there any grounds for believing that the rates
offered on postal cash certificates have a prejudicial effect on the
deposits in branches of the Imperial Bank or of joint-stock banks in
your locality? '

In Delhi all people generally are familiar with ash Certificates.
In Shahdara only 6 per cent and elsewhere very few people know
.anything about thess. Advertisement on a wide scale, distribution of
-pamphlets and lectures are the means suggested for making them
popular, -

As regards the revision in the rate of interest, the city offices sug-
gest an increase. Shahdara office does not 'want any change.

The town offices generally consider that investment on land brings

more profit than cash certificates but one of them says that it is risky.

Most Post offices say that cash certificates have had no prejudicial
effects on deposita in banks.

.3082. 9. Are therc any special difficulties standing in the way of your

office— . ' )

(a) serving as a place of safe depoeit for gold, silver, jewellery,

documents, ete. :

(L) opening of current accounts;
(c) selling Government Securities;

(d) undertaking encashment of notes into gold in small amounts
at rates which do not involve loss to Government;

() lending out surplus funds on the spot under suitable safe-
guards, and limitations to (1) licensed Mahijans, (2) agri-
culturists and (3) non-agriculturists. )

What_ safeguards, security, restrictions and control would you
suggest in each case?

L
. The repliss generally indicate that there will be no difficulties in
introducing any of these facilities if proper arrangements are made
and adequate staff provided. As regards granting loans to mahajans, -
ete., it has been suggested by one post office tha loans should
+be: made on - the recommendation of the Deputy Commissioner on
personal security,

Summary of replies to special questionnaire for posfal officials.



" APPENDIX 1.

Appendices to Messrs, Bir Singh and Pitambar S8ingh’s writien memorandum,

>
p 1.
'= Statement ahomng debt on mortgage without possession and on the security of houses or ornaments in the case of memberw
. of co-operative credit societies of Delhi Province.
House | Mortgaged o Mortge Verbal
Roral Nnme of cirele, without | Mustajri, | ~ Sr%8%% | Ornament>.)  mortgag-e
o, posscasion. - (Zabani Rahan),
X ) Re. Rl- n.. R Rs. Re.
1 | Chiragh DelhiCircls. . » o+ . . . 2,260 |304 {fblghu . . 32,010 22
or
: Rs. 12,890, p :
3| NajafgarhCivale . . . . . 500 3,387 .. . 000 | | 330
3 {BadiiCirce . . . . . . 13,250 3,915 - 80 .
4 | Bhabdrs Lircls e e e e . 1,800 . 64 .
8 [MabrauliCirce . . . . . .- 3,380 2,000 - 5,102 -
8 N‘ngloi Cirrle . . . . . . 4,070 . . 1,060 .
Total 2,750 43,7717 5,018 . 40,066 352
, BIR SINGH,
Inspector, Co-operative Somet:ea.

Delhi.

ege



2.

Btatement showing the net aavings of the agrioulturista of village Shahabad Daulatpur, and the chief objeots on which

they are utilised. .
Income, Expenditore. Objects on which they are med.

T : b v Remark

Nams of person. E g g , £ . 3 emarke,
- AR R P I I IR I I I A O I - I
EElE (23 |2 (S8 |3 |e|E{as|d |Eu|ldyt

|| |S |88 e |=mlafa |32 ]5%e |8
Re. | Bs.] Re.| Re. | Re.| Re.| Ra. | Re.| R | Ra.| Re.| Re.| Re. | Rs. | Rs. | Rs.
1. Sirdar Bingh. .| 660 | 180] 220 1,000 | 860 850 .. 700§ 800 go0| .. .. . . . .-
2 LisgRam ., .12000] 800 400f270( 600| 8] 400 | 1,200 {1,500 | ., .. .. |L000]| BoO| .. .
8. Monmaof Badli . |L,600 ) 400 200 |2,100 [ 450 | 8501 800731000 [2000]| .. | son] .. . LI -V
4. Ssbju « [1,000 | 3601 160 |1,600{ goo{| 150 | sco| eso | 850 .. 00| .. .. 150 | .
B. Moh.n Tl of tasi[1,700 | 300 | 200 |22c0 | so0| 280 | s30 goo |1,800 | , 800 | .. | 800¢ .. ..
6. Mama of Nibal .| %00 100 | 250 11507 s00 ! 150 soo| wo| 40| ..} .. Faof .. ..1.. 1.
- % Bher8ingh . .} 700 | 260] 150 |1,100 | 200| 150 | 50| s00| 60| .. | e} .. . . . .
8 MapaSingh . 11,100 | 800 200 {1,800 | 200 | 2c0 | s00| 700 | 900 | .. | s00| ac0| .. . .. .
8. Uays Ram . «{ 600] 400§ 100 |L,100] s00| svo| 100] 700 ] 400 Q] .. . . e
10, Laktwar . .| 000| 450 800 (1,60 | 200 | 8co| 4co| w00 | 750 .. oo | w00 . . 150
11, Mara « +f 800 200)| 200 600)] 00| 200| 00| 00| 400] .. W a0 | .. .. o
13, 8heo Ram , . {1,000 | 300 | 950 | 1,850 | aco| sww | goo | %00 | w0 | .. 450 | so0] .. . .. ..
18, Fatteh Singh «|4600 1 8uol 200 |2000( 3u0 | B00] 200 B0O J1800| .. 800 ] .. .o | 400 .
Tolal . 118,860 | 3,780 | 8,020 [20,650|s,000 {3,200 | 8,000 [ 10,100 10,650{ 300 | 4,750 | 2,300 {1,000 §1,700 | 330 | 150

¢ '

BIR SINGH,

Inspector, Co-operative Societies,

Delhi,

908



Budget of a family containing five memhe-s.

Log

N Ak IAE
! Nams of citcle. g d g g { E % L Bemarks,

- HEEIR I I LI TR 2E

: AR LERE _g; ENLMERNARERRE:

Chivagh Delhi . so| %ol B4 Bl %ol B Re| Be| 10| 50| 8| B B 087

)

g | Shaliades . 8238 00 8 2] .. . 8| &0 ol .. 543

s{Bathl 30 loo] 25| 25} 60| Bo 50 i B0] 250] 00| 20 1,048

_4 Nafafgarh . 250 | oo| =#a 16] B0 200 200 8] s00| es0 .. <o |1,828

8 | Mobracti ., 38| ]| . 6] | 10| s wo| s | o | e

& | Nanglol R 200 { 200 25 12 12 40 20 5] ma| .. 12 |1,482

Tota! . 1,784 | 618 | e84 70‘ 164 | 80| 80| 40 605 jL778| 100] 20| 13 5,080 )
BIR éINGH.

Inspector, Co-operative Societies,

Delhi.



4.
- Btatement showing the number of land proprivtors above 500 bighas, and

sgriculturists money-lenders, eto., in Delhi

Province. :
Money-lenders How many of
Land-holders | Agriculturista | who depend Othnr "Cols. 3 & 4
Berial Name of circle. alng more | money-lendrs wholly snd money- atopped thelr Reomoarks,
Ne, n 600 bighme. | in the clrele. | solely on mouey- lenders, ., dealings after:
lendiug, . 1920,
1 3 3 ) 4 &
L] - =
1 | Chiragh Delhi Circle . . 9 1 i8 ab
BlShabmdraCleele . o 8 4
8 |BadliClrcle . . . .| % %0 10 4 26
4 | Najafgarh Circle . . 21 42 . 60 20
6 | Mebrali Circle . . . 2 T8
0 | Nanglol Circle .. ] 14 (] 8
Total . 1] 84 28 143 &1
BIR SINGH,

Inspeotor, Co-operative Societien,
Delhi.



o
Btatement showing the amount of Capital required for agriculture in 6 representative villages.

How much mopey isactoally required fix agricaltare.
7 7 ]T::n:rui:. How mwuch
Borta] Name of rillage. Total ired § silver and
. reqai or
Mo, lage. Land Land Bevenna. Otber Wells avd the wholp { £o1d w88 brotght
4 1mprovemert. requirements. Ballocks. village. . -
*Be. Re. Ba. Ra. ): R, Rs.
1|Khiks . . . . 2,000 10,000 8,000 15,000 25,000 5,000
g!Ghsonda ., . 360 750 8,000 1,500 5,610 10000 |
8| #hamebpue . , 3,000 1,710 1,500 . 18,000 20,210 40,000 - 16,000
é|Chbawis .- , 800 2,400 $,000 18,000 20,000 1,00,000 7,000
§Thetarnd . , 2,000 30,000 3,000 ° 85,000 50,000 ' 2,000
0! Hakkarwals . . | ) 880 200 2,000 2,530 85,000 | 6,800
rJ
Tolsl 4,960 7,190 46,700 239,500 98,350 .- 3,11,000 6,800
. ,; *f{
BIR SINGH,” %%

Inapector, Oo-opérative Societies,
Delhi,
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APPENDIX IL.’
(Received through the Chief Commissioner, Delhi.)

LETTER FROM THE DEPUTY COMMISSIONER, Dewir1r, To THE CaHier ComMis-
sIoNER, DELHI, No. 843/C., pATED THE 17TE MarcE 193D,

I have the honour to forward herewith & copy of a letter No. 586-8,
dated the 4th March 1930, from the Registrar, Co-operative Societies,
Punjab, Lahore, together with a copy of 1t enclosure. I am in general
agreement with the essentisl theory regarding co-operative eredit which
- Registrar advances in his letter and on which he lays stress in his answers
to the questionnaire; whether the Co-operative Department has attached
sufficient importance to it in Delhi Province in the past is 8 matter regarding
which I feel some doubt.

LertEr ¥roM THE REGISTRAR, Co-OPERATIVE SoCIETIES, PUNJAB. I.AHORE,
170 THE DepuTy CoMMmissioNER, DeLmi, No. 586-8., pDATED Taue 418
Marca 1930.

-

T have the honour to submit a few remarks in connection with the
questionnaire of the Central Areas Banking Enquiry Committee.

For details of Co-operative Societies of various kinds in Delhi Provinee
and Ajmer, the Committee ean ask Lala Bal Kishen, one of members,
who was for some years Registrar, Co-operative Societies, in Ajmer, and
for the last 3 years has been Assigtant Registrar in charge of Delki Provinee,
He also can inform the Commnittee on all matters concerning principles and
practice of Co-operation.

Apart from this, it seems to me that the Committee is thinking so much
about the provision of credit, or, as the average borrower looks at it, the
provision of opportunities for taking a loan, that the at least equally im-
portant matter of the recovery of loans given has hardly been mentioned.
I am daily becoming more and more convinced that the essential things in
all credit operations are the character of the borrower and the judicious
limitation of the amount of loan given. Now-a-days, the tenderey in my
opinion, is fundamentally wrong to regard access te credit as a might and
nob, 838 in my opinion it should be, as a privilege to be deserved. Most of
my remarks concerning specific questions will be based on the above idea.

Q. 14.—1Tt is not understood what is meant by co-ordination. A borrower
ghould borrow from one institution only. Otherwise he is, in most cases,
practising deceit. If the meaning is that the existing credit agencies should
each confine itself to a particular sort of credit then the result will be ths
elimination of sl eompetition and, possibly, expleiting of the borrower. 1
think it is probably to the advantage of the borrower, and net altogether to
the disadvantage of the ereditor, that institutions dealing in credit should
have competition to face.

Q. 23.—1 judge from experience (gained in the Punjab that is to say)
that the possibilities and probabilities of producers combining lo transpord

Registrar, Co-operative Socicties, Punjab.
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and mmarkei their produce co-operatively are practically nil. They are
not ready to do so even when most of the work is done for them.

Q. 30.—I am not aware that sny attempt has yet been made in Delhi
to raise money on debenture bonds for mortgage banks. Till euch sm
attempt has been made, it will be impossible to express an opinion on this
question.

Q. 31.—There is no co-operative fund mortgage bank in Delhi.

Q. 32.—The Committee would appear to have very little idea of the
great difficulties which beset a mortgage bank. I think the Committee
will probably derive much benefit from reading the evidence given before
the Royal Commission on Agriculture by Mr. Dawson of Dawson’s Bank in
Burma. He, too, lays the greatest emphasis on the character of the
borrower, ¥From my small experience of co-operative mortgage banks in
the Punjab, 1 endorse his opinion; and I ean inform the Committee that
the running of & mortgage bank is by no means an easy matter, even when
it is financed by Government loan.

There are many ways of conducting 8 mortgage bank. Such a bank mnay
be co-operativa, joint stock, or quasi-Government. I refer the Commitice to
the experience of the Punjab and Madrus for the first kind; to Dawson’s
bank in Burma and to Fraance, for the second kind; and to, Germary,
Denmark and Sweden, for the third kind. But of whatever kind the bank
may be, it cannot succeed if the borrowers are wrong; and any kind can
suooceed if the borrowers are right. I do not think it prssible, at present
to say thut any particular kind is better for india than another as none has
been yet tried on a large or fully successful scale. Any opinion would be
largely scademic and without foundation.

It Government gives any kind of guarantee, it is probably best that it
should guarantce the interest on debentures for a period of years.

I-see no rensnn why Government should take up any debentures if the
publio do not: except that it might take up some as a bait to the public,
before the issue is opened to the public. It would not be fair to ask Govs
ernment to put e money into a conoern with which the public has been
seen to be unwilling to have anything to do.

I bave recommended to the Punjub Provincial Banking Enquiry Comis
mittoe that at present debentures of mortgage banks should not be a trustee
security. The reasons are that the banks are still lurgely experimental,
and, often, it bus been seen that the borrowers are not of the right sort.

Further, experience seems to point to the fact that where harvests ars
not secure, a mortgage bank should nut be startcd. For, where harvesta
sre not secure, punctuality in pavment is impossibie to secure and punctu-
slity in repayment is of the essence of a mortgage bank.

Q. 33.—This question appears to be superfluous. if, as I imagine, *‘terms”
means rate of interest. If this is s, everything depends upon the market
vate of moncy, the character of a bank's dealings, and the efficiency and
voat ol its management. )

Q. 34 —In the Punjab, the land revenue is taken as the basis of the
amount that a mortgage bank may lend.

Q. 35 and 36.—A mortgage bank should be empowered to enter inta

posse::;\on of snd sell, the lund of defaulters, withous the intervention of
a oourt.
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A mortgage bunk is impossible ih any area in which there is not a very
complete and accurate record of rights in land.

-1 do mot see why the costs’ of reference to the reeord of rights, etc.,
should be cheapened. The expense is by no means great even now; and
18 a very small percentage indeed on the amount of lean. There is no
reasch why a borrower should not pay a fair price for any services rendered
to him. A mortgage bank and Government are not charitable institutions.

Q. 41.—This depends entirely on the quality of the society, i.¢., on the
qualify of its members, and on the trust that it can inspire in the people
of its neighbourhood. Reference to the annusl reports of co-vperative
societies in Delhi and the Punjab will show the .amount of deposits held
by them.

. @. 42.—Co-operative banks and societies at present have no relations
with any bther banks except the Imperial Bank. At present these relations
are, in Delhi, confined to the Delhi Central Co-operative Bank, and consist
of Government paper deposited. '

@. 43.—Generally speaking, a co-operative society never goes bad if the
members are good men. '

Q. 44.—Hitherto, as far as my knowledge goes, no difficulty has been-
experienced by the Central Bank in providing the permissible amount of
finince to the primary societies ‘in Delhi Province. The primary credit
soviety is not intended to provide long-term loans. . )

I suggest that the second part of the question should be inverted, and,
that it would be more correct to ask ‘‘to what extent has the agriculturist
chosen to take advantage of the existence of the Co-operative Movement in
Delhi?

It is a common complaint that co-operative credit societies do mnot
provide enough money for the members to borrow. The control of credit,
and the keeping of borrowings within an amount that the borrower is able
to repay within a reasonable time out of this income, is the essence of
co-operative primary credit society. A scale of eredit limits has been laid
down which is intended to attain this object. Ia times of prolonged
scarcity a special revision of credit limits can be and sometimes is made.

Q. 45.—1It has already been said that hitherto the Central Bank has
generally found no difficulty in providing the permisgible amount of credit
to iis affiliated societies. If the meaning of the question is ‘‘how much
extra capital is required to gatisfy the demands of ngriculturists for loans” ?
then the question can best be answered by putting another question.-
““How much water can be poured info a pipe, open at both ends, and held
upright ?”’,

Q. 46.—There is no conscious competition between co-operative and
other banks. It is true that many of the deposits received by co-operative
banks would, but for them have been received by other banks; but co-spera-
tive banks, generally speaking, do not definitely compete with them.

Q. 47.—On principle, it is very much better that co-operative sccieties
ghould stand on their own legs than they should for ever be looking to
Government for concessions. Their attitude al present is far {00 much one
of expecting everything to be done for them. A co-operative movement can
pever be fully healthy that does not do its best to carry on without extra

Recgistrar, Co-operative Bociéties, Punjab.
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help. The present concessions are generous and are very much appreciated.
‘The inclusion of securities issued by co-operative banks in the list of trusiee-
security must be earned and not given before their worthiness has been
established. :

Q. 50.—This question, like second part of Q. 44, should be inveried. 1-
have noticed in the Punjab, that the small trader appears not to like real
co-operative credit. He likes to use a large loan as fixed capital, and never
to repay it; whereas the true object of short-term credit is to supply a tem-
porary need, and to be repaid out of the proeeeds of the fulfilment of that.
need. One of the objects of s eredit society for small fraders is ta enable
them to build up some sort of reserve out of profits and savings., This,
however, is never seen. Too often, the result of a credit society for such:
people is that they attempt at once to expand their business faster thwa
they have ever done before with the consequence that as soon as there is
the slightest depression in trade, the immediate result is an increase of their
indebtedness, as they have nothing whatever to fall back upon, except a.
bottom!less Slt least 8o considered by them) well of loans provided by their-
society; and repayment becomes less than a secondary econsideration.
g‘hese classes have yet to distinguish between financial needs and finanecisl

egires.

Q. 51.-~1It is too early to talk of requiring the co-operative movement.
to be extended, while even those who have begun to be able tu reap some-
;eal benefit from it do not choose to do so. One must lesrn to walk before

e can runm. : ‘

Q. 89.—On principle, if Government desires money, why should it not.
do its best to attract it? Why should Governmeut always be considered as.
an inert mass to which things may be done, while it may never do anything
iteelf? 1f money cannot be secured except on attractive rates, why should
not attroctive rates be offered? After all, Government from one point of
view, is only the biggest financial business in the country.

Q. 95— . b . . ® It wouid be-
possible to npen co-operntive societies in every village in the province within
a month, but none of these would be good. A place that is not suitable
todax for a co-operative society can by continued preaching and teaching:
be rendered suitable for the opening of such a society after a period of
time. No place i¢ suitable until it has received and absorbed the requisite
teaching. Some placeg never become suitable.
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APPENDIX III.

NOTES OF ENQUIRY IN THE VILLAGE OF SAHIBABAD D;AULATPURl
IN TEHSIL DELHI.

PRESENT:
Prof. H. L. Cuanrast, M.A.
L, BayL KisHaw, '

The Deputy Registrar S. Beant Singh, B.A., P.C.S., and the Inspector
of Co-opt_arative Societies, Delhi, Mian Bir Singh, B.A., also assisted in
the enquiry. A general meeting of the Co-operative Society of the village
had been convened by the Deputy Registrar for the purpose of his inspec-
#ion, and the occasion was utilised to conduet an enquiry at the village.

Out of 150 families resident in the village, 38 families had joined the
«Co-operative Society. On being questioned, the members present said thst
the Society included a few members who did not require any loan or who
were in & position to borrow from the mahajans at a rate of only 12
per cent. per mensem, but who had joined the Society because of the other
-advantages that it offered.

Thirty-eight families in the Co-operative Society owned 2.466 bighas of
land—4} bighas being equal to one acre. The average acreage per family
.thus worked out at 64-9 bighas or about 13 acres of land.

Net return on morigages with possession.

One ‘of the members of the Co-operative Society who had taken land om»
amortgage with possession, eaid that he had advanced Rs. 12,000 for 200
Jbighas of barani land, the price of which approximated to Rs, 100 per bigha.
It was said by the members present that most of the persons taking land
«on mortgage cultivated the land themselves, but if they did not they would
.get only Rs. 3 per bigha a3 lagan from their tenant out of which thev will
have to pay back about 8 annas per bigha towards land revenue. cesses,
ete., BRs. 2-8-0 would thus be the net income on Rs. 60 advancsd on
morlgage with possession which works out at 4} per cent. per snnum.
According to the members present, quite a large number of persons borrow
imoney at 12 per cent. on mortgage of land which yields only this low net
return.

Ket return from investment in Land.

The members of the Co-operative Society were consulted as to the cost
-of eultivating 100 bighas of land, which in their opinion eould easily be
eultivated by means of one plough by a normal family consisting of hus-
‘band, wife and 8 children with the assistance of only one servant. After
discussion, they gave the following details of the expenses necessary for
cultivating 100 bighas of land : —

Rs. a. »

1. Seed (Rs. 40 for Rabi at Re. 35 for Kharif} . . - i3 0 0

2. Manure on af average annually . . - . . 8 0 0

3. Fodder at the rate of Rs. 1-4-0 per diem . . « 456 0 O
4, Allowanoe for depreciating of power of bullocks (3 to 8

years on an average) - s . . . R o0

Enquiry in Sahibabad Doulatpur.
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Ro. 4 »,
Bs.
8. Weeding and Harvesting : —
Weodmg of sugar-cane, 60 days’ work of .
ons man . . . . 30
Weeding of cotton, 30 days’ work . 18
Weeding of dajra, 30 days’ work . . .o
Harvesting of wheat (40 bighas) . - 80
Harvesting of dajra and jou (40 bighas) . 15
Harvesting of cotton . . - . 20
—— i0 0 0
9, Aonual oost on account of plough . . e . 4 00

7. (o) Charges for hire of crushing mechine for sugat-
cane and labour necessary for it (hire of machine

Re, 10and labour of one man for two months
Bs. 30) . . . . . - . . . W0 0 0

{b) Other cost of gur making (2} maunds of gur) . 12°8 o
4. Amount paid to Eamine :—-

204 soors of grain at 10 seers & rupes . . e .1
8 seers of gwr ot B seers & Tupes . 7 8

. . 0
5 maunds of fodder, ot 0-12-0a maund . . . J
9. Laud Revenue and Cosees :—
Land Revenue at locel rate . . . . 2
Water rate . . - . . - 80
Cho'h'dlﬁ. o, . . - - - - 1
153 0 O
10, “guotmurvam ot Ba 1-8-0 i day lor Slxrd
of the year . . . . - 120 ¢ 0

Total . L1128 0 O
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The income from purchase of 100 bighas of land was est'mated as
follows 1—

Ra,

A {Price of 120 maands of wheat (grown on 40 bighas) . 480
Price of 12 maunds of chata at 0-12-0. 4 maund . . 84

B { 10 maunds of bajra (grown on 40 bighas) . . . 30
Fodder from bajra . . . . . . 12

{C) 20 mauxzds of jawar and chara . . . . . . 140
(D) gur (40 maunds from 10 bighas) . . . . . 200
(E) Cotton (20 maunds from 10 bighas) - . . } . 180
{F) Miscellaneon2 fodder cwops . . . . . . 40
Total . 1,188

~ There would thus be a net income of Rs. 85 per 100 bighas. The jats do
not sell any milk, but they do realise something from the sale of cattle
which was estimated by the members present at about Rs. 100 a year.

Ii the owner of 100 bighas of land sold off his land and equipment, he
would realise about Rs. 11,500 from the sale of his land and save about
Rs. 500 of the necessary running capital for carmying on cultivation.
Rs. 12,000 invested at 6 per cent. would bring him an income of Rs. 720
while the wages of bimself and wife working on the field estimated at the
rate of 8 annas per male and 4 annas for female wilt bring him an income
of Rs. 270. An owner cultivating 100 bighas of land would thus get an
income of Rs. 990 as against an income of only Rs. 141 at present. - .

On being questioned, the villagers said that for the last 7 years they
had only two good years, 3 average yesrs gnd 2 very bad years.

Marketing.

Asked as to the proportion of the preduce they kept for their own
family consumption, they stated that wenerally about 1/4th of wheat, 1/2
of bajra, 1/10th of gur and 1/7th of cotton and the whole of fodder wae
kept by the cultivator for his domestic consumption.

There was no moeney-lender resident in the village. Four or five out-
side mahajans, one outside agriculturist money-lender and 2 resident agri.
culturist money-lenders carried on money-lending business in the village.
The tmembers present stated that in case they sold their produce to their
creditor sowkar, he would get from them 3 seer per rupee more than the
prevailing rate in Delbi market, but in this case they will be saved the
expenses and labour of taking the produce to the city of Delhi. Generally,

Enquiry in Sahibabad Daulatpur.
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the rates in Delhi market and the village differ 1o the extent of § seer per
tupee. A pumber of outside dealers visit the village and buy produce on
the spot at rates which are about § seer per rupee more favourable to the
purchaser than the Delh: rates. It is generally more profitable to a
samindar to sell his produce to these outside dealers who visit the village
end buy the produce on the spot, as in this case the agriculturist haa
neither to take his produce to the city of Delhi nour to sell it to their sewkar
oreditors who give thein about } seer per rupee less. But in the cuse of
good parties the sowkar creditors is often willing to make a concession of
} seer to } seer per rupee in which case there was no reason for prefereng
the cutside graim dealer ut all.

Accuracy of entrice in Form B. .

. The entries in Form B filled up by the Patwaris were compared with
the entries in the books of the Co-operative Bociety and questions were put
to the villagers in order to find out mistakes if any in either of them. In
the case of Serial No. 24 (vide Form B} Form B showed no gqutside debt,
while the Society's register showed an outside debt of Rs. 300 in addition
to Rs. 200 borrowed from the Bank. DOral*enquiries showed that he had
also an outside debt of Rs. 500 borrowed on mortgage without any interest.
Serial No. 84 (vide Form B) wasg shown in Form B to have a morfgage
debt of only Rs. 1,867 in addition to Rs. 190 borrowed from the Bauk,
while the Co-operative Society’s register showed a mortgage debt of

_ Bs. 8,500. Enquiries on the subject from the villagers brought out the
fact that he had a mortgage debt of Rs. 8,400. In the eass of Serial No. 55
(vide Form B} the Co-operative Society register showed Rs. 400 as the
amowmt borrowed from private creditors in addition to a mortgage debt of
Rs. 1.800 and Rs. 505 horrowed from the Bank; while Form B showed only
the Bank's loan of Rs. 595 and the mortgage debt of Rs. 1,800. Berial
No. 86 (Form B) was shown to have borrowed only from the Co-operstive
Beank to the extent of Rs, B45 while the Co-operative Society’s register
showed in addition Bs. 250 borrowed from private creditors. On enquiry,
the person himself eaid that he had borrowed Ra. 250 but lent Rs. 100 so
that his net open debt was only Rs. 150. In the case of Serial No. 39
(Form B) Form B showed onlv Rs. 3§ borrowed from the Co-operaiive
Bank, but said nothing as to his open debt from private ereditors which
was shown in the Co-operative Society’s register to be Rs. 100, Apart
from the Co-nperative Society’s loan of Rs. 106 Form B showed nothing
as open debt of Serial No. 45, while the Co-operative Society’s regster
showed Rs. 1,600 and the person himself said that he owed only Rs. 1,050
to private creditors. Serial No, 35 was & lambardar of the village and was
shown in Form B to have borrowed from Co-operative Bank Rs. 618 and
froin samindars Rs, 8,000 on mortgage. while the Co-cperative Banks
register showed in addition to Rs. 800 as his open debt dve to pnvate
creditors. In the case of Serial No..56 Form B showed only the Co-
operative Society's debt, while the Co-operative Society's register showed
in sddition Rs. 300 as his open debt due to private creditors. Al other
entries in Form B tallied with the entries in the To-operative Societv’s
register. It wne generally found that the mortgage debt bas been carrectly
‘put down in Form B 80 also the amount borrowed from the Co-operative
Bocieties, but there was a slight under-estimating of the open debt due %o
private creditors.

' i
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APPENDIX IV,

DELHI, ON THE 16TH JANUARY 1930,

Professor H. L. Chablani visited Rajpur Khurd in connection with
intensive survey and conducted the inquiry in the presence of the following

Jersons ~—

©® 3%

Nathan Singh, Lambardar,
Sahi Ram, retired Subedar.

. Shera.
Subai.
Bucha.
. Ramijilal.
Sis Ram.
Siri Ram.

Shera, whose family consists of four adult males, two women and thres

-children stated as follows:-—

night.

ag follows:—

Shao Singh, retired Subedar,

10.
11.
12.
13.
14.
15,
16.
17.

Behari 1.
Ramdial.

Chiman,
Kehri,
Mahipat.
Mange.

Bhim Singh.
Behari II.

-

9 seers of flour at 8 seers a rupee (approximate)

1 seer of Rulse , . -

Tobaceo . .

0il (both kerosine and linseed}
Spices

Gur, half a seer daily -

Myutch box (4 in a month).

Gur is used in greater quantity in winter than in summer. The linseed
oii is used in the house and the kerosine oil in the cattle shed. I don’t
purchase milk, ghee or fuel from the bazaar; these 1 get from home, I
consume 6 chhattake of ghee daily.

My daily expenses are

We take three meals a day; 8 .M. in the norning, 1 p.M. and again ab
We take three meals throughout the year.

Ra. A. 2.
1 00

1]

0

4

1

0
0

o
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My annual clothing charges ure as follows: —

Ra, a. p.

7 pairs of dAotis for male adulta and children (big pairs

4 at Ra. 3 each ; amall paira 8 at Ke. 1-8-0 each) . i6 8 o
4 coata for adults and 3 coats for children for two yeara.

{4 adult conts at Re. 6 each = Ba. 24 and 3 ehlld-

ren's coats at Re. 3 each = Ha. 9) . . . 1§ 8 o
3 shirts for each of the 4 gdulta and 2 children (adult

shirt at He. 1 and child’s shirt at Re. 0-12-0 each) . 1C B
4 puggris for adulta measuriog 10 yards st Rs. 4 each . 16 0 O
2 paira of shoes each for the aduita at Ke. 2each . . 16 0 ¢
1 lehnga, 1 sheet and 1 unglya for mh of the two women

at He. 22-8-0 each . - 4 0 O
Sheeta for all of the family members

—

» . 30 ¢ 0

Total . 156 8 O

1 have not included in this estitnate the cost of coverlets or bedding.

{NorE :—The villagers present were of opinion that in this village of 32 families only
about 5 are worse than this family in point of income and wxpenditsire).

Sahi Ram retired Subedar was Qquestioned further and replied as
follows : —

Q. 4.—In this village the bigger agriculturisia are getting the lands of
the small agriculturista by means of mortgages with possession, which
enables them to have the land in their possession for 60 years. Before the
expiry of that period, the land is redeemed from them and mortgaged to.
others. It is seldom that the land is finally sold to them in default of
payment. These small agriculturists have not got scope for employment
on the farms of others in thig village. The farms are already too sinall

here und such persons have to go to other villages for becoming tenants
on land available there.

Q. 10.—Iu this village no debts are due to the mahajans or professional
monevlenders, All the loans incurred are from agriculturist moneylenders,
who do not keep any regular accounts, and the scale of their business does
not warrant the keeping of any paid servant {0 keep regular accounts.
Genernlly the agriculturist moneylenders are known for fair dealings in

this village. The villagers are generally not in favour of the introduction
of such a bill.

Q. 12.—For expenses during cultivation pecple barrow mostly from the
co-operative society and the samindar monevienders. For csttle and per-
manent improvements money is obtained partlv by means of takavi lcans
and partly from their own persunal capital. For other special needs on
account of failure of cropa or monsoon money i obtained from the co-
operative soviety and from the samindars moneviender. There is no land-
lord here owning more than 12 acres of land. The small cultivator or
peasant proprietor owning 1 or 2 acres of land gets bis eredit mostly from
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the samindar moneylender and not from the co-cperative socicty, as the
<co-operative society demands sureties and many people baving very small
holdings are not prepared to stand sureties for others. The loans are
Teceived mostly in cash from the samindar monevlender, hut at times when
he has spare seed, plough or cattle and the borrower wants money for
‘these purposes, he offers them to him.

The general rate of interest here is “about Rs. 1-8-0 per c.nt. i the
actual realisation is about Rs. 1-4-0 per cent. If some people “have gob
money in this village, they lend it at this rate even when in the ouiside
market money cannot be had at Rs. 2 per ceni. per mensem, even on
pawning of ornaments. Between the sahukar lending si Rs. 1-8-0 per
cent. interest and the co-operative society lending at Re. 1 per cent. interest
we would prefer the sahukar zamindar, because in the case of bank we will
kave to return the loan in cash which we may not have on the fixed dste,
while in the case of the sakukar zamindar, he would be prepsred to accept
- from us bullock, seed, produce buffalo, ete. Apart from this, if any emar-
gency arises, we can get a loan from the zamindar sghukar immediately
or at a verv short notice, while in the case of the bank severa! dave’ delay
tskes place. At times the zamindar sahukar js even induced to accept a
‘bullock worth Rs. 60 in payment of Rs. 70 or Rs, 806. Apart from these
teasons there is the further reason that the bank has got a swmmmary process
of getting a decree ngainst us, while the sahukar has to file 8 suit, which
gives us a longer tune for adjustment. Between tHe three sources {a)
-the village agriculturist monevlender lending at 1} per cent. per mensem
(b) co-operative bank lenﬂmg at 1% s per cent. per mensem and (c) the
-Government lending at 6} per cent per annum, we decidedly prefer the
first source, considering all the difficulties in recovering money from us in
.each case and the expenses incwred in getting loans from the two cther
sources.



Abisns .
Artls .
Aaami
Bahi .
Bahi Khata
Barani ,
Batai .

Benami

Bhusa
Biri .
Bohras .
Brodri .
Chahi
Chaki
Dalal .
Dastaven .
Dharmada
Geaoahala
Ghagra .
Gota
Qur .
Haisiyot.
Halvai .
Jab .
Kabaria
Ehavif
Khazanchi
Lal kitab

Mahajan

Mali .
Mandi . .
Mohalla .
Nohri . .
Pahari .
Panchayat
Pao . .
Parchunia .
Patwari .

Rabi . .
Ruga . .
Saliakar (Sauker)
Sawai .
Bhakar . .

.

32} -
GLOSSARY.

Water-rates. -

Commijgsion agent,

Client,

Account book.

Accounta.

Cultivable land depending on rain.

Payment of rent in kind by division of produce be.
tween the lendlord and tenant.

Transaction in the name of a person other than the
actusl party.

Straw, fodder.

Indigenows cigarette. .

Commission agent (broker).

Brotherhood. LN

Irrigated from well-water,

Hand.-mill.

A broker.

Dooument.

Dednetion for charity.

A cowshed run by publie charity.

Skirta. _

Gold or ailver lace.

Molasses.

Financial status,

Confectioner.

Cultivators.

A dealer in secoud hand goods.

Winter harveat. '

Cashier,

Village book containing an aocount of ita produce,
mortgagea, oto.

Money-lender.

Gardsner.

Market.

. Street.

Irrigated by canal water.
Hilly.

Viliage council.

1/4th of & seer.

Retail provision dealer,
Village scoomméant.
Summer barvest,

Chis.

Banker or mooey-lender.
Ovpe and & quaresr.
Unrefined suger.
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Money-lender.
Cartman,
Learned men (Scholars).

Government official above the village Headman and
" responeible for the collection of land-revenue for
more than one village.

.

CHECKED,
neoes-e9

GIPD—%4 CP—15-9-30-—375.
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