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The Punjab Provincial Banking Enquiry
Committee.

REPORT.
. CHAPTER I.—INTRODUCTORY.

¢
. The main object of our inquiry has been to examine some
g 3‘ ¢ the Inqui of the more important aspects of the urban
OP% 0 quiry- and rural finance of the province. The -
Government of India specified the following subjects for study :~-
S (1) Agricultural eredit in all its aspects.
()v} Co-operative banks including mortgage banks, and co-
operative marketing societies.
(%7) Indigenous banking, including money-lending.
(iv) The financing of internal trade.
(v) The investment habit and the attraction of capital.

As much inquiry and constructive work had already been done
in the Punjab under the first two heads, it was decided by the Punjab '
Government, with the concurrence of the Government of India, that
no further detailed inquiry should be made under either, though it
was agreed that discussion might be necessary with representatives
of the co-operative movement and agricultural interests. This
explaing the somewhat restricted character of our general question-
naire,* which, for instance, contains very few references to co-operative
‘finance. When, however, we began our inquiries we found that it would
be difficult, if not impossible, in so agricultural a province as the.
Punjab, to study with advantage any important aspect of urban or
rural finance without a full understanding of agricultural conditions.
We therefore issued a special questionnaire to the 19 agsistant re-
gistrars of co-operative societies in order to bring the published in-
formation on rural finance up to date and to obtain more exect in-
formation on doubtful points; and wherever we went we made a
point of meeting representatives of the rural classes.

2. The personnel of the Commxttee was
_ as follows :— »
(1) Mr. M. L. Darling, I.C.S. «», Chairman.
(2) Mr. Harkishen Lal, Bar-at-Law,
Lahore .. Representative of Com-
merce and Trade.

Personnel. .

3Ev,, volume I,
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(8) Khan Bahaduar Chaudhri Niamat-

ullab, President, Madar Co-

operative DBanking Union,

Madar, Jullundur District .. Representative of Co-
operative Credit Move-
ment.

(4) Rao Pohap Singh, M.A,, LL.B,, ‘
ex-M.L.C., Honorary Sec-

retary, Co-operative Credit

Bank, Ltd., Gurgaon e Ditto.

(5) Rai Sahib Kishan Lal, Honorary

Mugistrate, Honorary Civil

Judge and  Goveranment :

Treasurer, Jholum .. Representative of Tndi-

~ genous DBanking,

(6) Khan Bahadur Chaudhri Sultan
Ahmad (Retired Deputy Com-
missioner of Gujrat) .. Representative of other
interests includng agri-
culture.

Misr Dwarka Nath, M.A,, P.C.8,, Secretary.

We assembled on the 23rd December 1929 and early in Jauvary
issned a goneral questionnaire in English, Urdu and Gurmukhi. We
also issued special questionnaires to — :

The High Court of Judicature at Lahore.

All Income-tax Officers in the Punjab.

All Assistant Registrars, Co-operative Societies.

The Financial Adviser to the Co-operative Department,
All Managers of Estates under a Court of Wards estates.
The Postal Department.’ : '
The Industries Department.

In addition, at the instance of the Committee, special enquiries
were made on various subjects by income-tax officers, assistant regis
‘trars, and industrial surveyors, .

By the courtesy of the Punjab Board of Economie Inquiry it
has also been possible to make full use of the reports of seven village
survey inquiries conducted by the Board, none of which has” so far
been published.

8. Wo visited the following centres :—

(1) Rohtak, (6) Okara,

(2) Bhiwani, (7) Gurdaspur,

(8) Multan, (8) Amritsar,

(4) Lyallpar, (9) Jullundur, and

(5) Montgomery, (10) Rawalpindi.
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and at each place we not only examined a number of witnelsses indi
. . vidually but interviewed collectively repre-
Collective Evidence. sontatives of important classes, such as
zemindars, indigenoas bankers, money-lcnders, craftsmen, ets. This
proved a good way of gauging public opinion aund getting general
information on particular subjects. It also brought us inte touch
with a large number of people who might not otherwise have been
prepared to appear before us. Altozether, we received 117 written
replies, examined 90 witnesses,! and interviewad 80 deputations.?

4. The inquiry lasted for about 6 months and its total cost
Cost of Inqui amounted to Rs. 42,871 of which details are
ey given in appendix I to this report.
. 5. Threo main difficulties were experienced. The first was the
Diffoultice. short time at the disposal of tho Committee.
As the Chairman was on leave out of India
till the middle of December, we started our work several months
later than the other Provincial Committees. The second was the
reticence of the leading commercial banks as to their operations in
the Province. To this the Imperial Bank of India and the People’s
Baok of Northern India were happy excoptions, and we acknowledge
the fact cordially. The third was that many of the questions we
were asked to deal with could not be satisfactorily answered without
far 1nore statistical data than were available or obtainable in
the short time at our disposal. We did our best to collect and sift
all that were available, and in addition we had a number of special
inquiries made by the staffs of the Income-tax, Co-operative and
Industries Departments. For this we have to thank the Commis-
sioner of Income-tax, Punjab and North-West Frontier Province,
the acting Registrar, Co-operative Societies, and the Director of Indus-
tries, Punjab. Our grateful acknowledgments are also due to the
-officers of these departments who undertook this extra labour for us
in addition to their already heavy duties. We have also to thank
the Postmaster-General, Punjab and North-West Frontier Province,
for collesting for us a large mass of statistics illustrating the banking
and remittance work of his department in the province. A consider-
able volume of fresh information has been collected in this way, and

1These included :—
Co-operative staff e - . 19
Co-operatars . . .e - 17
. Income-tax Officers «e . . 11
Directors, Managers, and Agents of Banks . 17
Indigenous Bankers . . . 4
4Laese iunnbered — -
Zemindars and Co-operators .. . . 10
Bankers and money-lenders .. . . 0
C isai ments and merchant. . . 5
Factory owners .. .o . 4
Weavers - [ - . 2

Rr2
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‘bearing in mind our instructions we have made ib our primary object
to describe present conditions in the province. The field to be covered
is so vast that the description is naturally more detailed at some
points than at others; and where we were breaking new ground, it
18, we fear, only a hare outline. In anticipation of this, we were asked
(in common with the other provincial committees) to devise some
means by which the work of inquiry should not cease with our labours.
Fortunately, the Punjab already possesses in the Board of Economic
Inquiry a permanent organizetion for carrying out systematic economic
inquiries ; and after perusing many of its reports, both published
and under publication, we cordially testify to the value of its work, as.
we warmly acknowledge the value of its assistance.

In conclnsion, we desire to emphasize the fact that the evidence
given us by the various representatives of the Imperial Bank of India
and other commercial banks represents their personal views and not
those of their banks,



CHAPTER IL.—SPECIAL FEATURES Of THE PuNJaB.

6. The economic conditions of the Punjab and its 100,000 square
£ ’ miles of territory need no detailed- descrip-
Eoonomie conditions (with  gjon, for they are the subject of & number of
:&“&ﬁf;ﬁ:ﬁﬁr"ﬂ“ books and publications that have appeared
during .the last eight years. Amongst the
publications the most important are those of the Punjab Board of
Economije Inquiry. This Board has undertaken a considerablo
‘number of intensive village surveys and inquiries, some of which
have not yet been published. We have kindly been allowed access
o them all and shall have repeated occasion to refer to them, parti-
-eularly to those dealing with the survey of individual villages. Amongst
the books, the Wealti and Welfare of the Punjah by Mr. H. Calvert,
C.LE., LC.8,, gives an admirable picture of the general features of
the province and brings out vividly its immense material progress
-and its great potentialities for development. Six thousand miles
of railway and twenty thousand miles of canals have brought it an
amount of wealth undreamt of forty years ago. In 1924-25 the three
great colonies of Lyallpur, Shahpur, and Montgomery grew produce
to the value of 28 crores where 30 years earlier almost nothing had
been grown at alll Every year the prevince receives by .money
order about two erores more than it remits? and, 56 we estimate,
from 4 to 5 erores in the form of treasure® In 1928-29 nearly 10
crores were paid to its contractors,® and 139 lakhs to its military
Pensioners, & the result of one man in eight being mobilized during the
War.' and in the same year its total deposits (including its investments
in postal cash certificates) probably exceeded 80 crores.?

7. For the moment, however, the prosperity of the province

. is less apparent than it was. It is passing
mﬂ“éﬁ;';;,::d Com. through a period of agricultural and com-
mercial depression, due partly to the poor

harvests of 1927-28 and 1928-29, but still more to the world-wide

. The Punjab Peasant sn Prosperity and Debt (2nd Edition), page 131 (this book will
in fature be referred to as Pb. Pst.). :

3See Statement 1 (p. 326).
#See Statement 2 (p. 326).

‘Payments to contractors have been as follows (figures kindly sopplied by the
«“Commissioner of Income-tax, Punjab) :—

- Crores.
1926-27 . . - 7.68
1927-28 o .e . - 7.29
1928-29 o * .o . .e 9.59

“*Figures kindly supplied by the Controller of Military Acoounts, Lahore.
*The corresponding figure for India was 1 in 150.
I8ee paragraph 222,

6
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fall in prices.! How acute this fall has been may be Judged bv the
fact that early in May 1928 the retail price of wheat in Amritsar
was 8 seers to the rupee and a year later 12 seers.2 In Europe, foo,
the same factors have been at work with much the same results.
Germany, Poland, Roumania, Bulgaria, Greece, and Jugoslavia all
tell a tale of agricultural depression. In Germany there has been a

‘rise in the tide of indebtedness which neither increased duties mor
State aid could materially reduce.”® In Roumania * protested
bills, failures, and moratoria reached unprecedented proportions.”
In Bulvarm the peasants have been “ badly hit by the absence of
demand for grain and other produce,” and * the curtailment of credit
and the shortage of ready money all over the country are increasing
the evils of the situation.”’® The Punjab, therefore, has no monopoly
of misfortune ; but the conditions under which our inquiry has been
made have been unfavourahle to optimism. This has coloured the
evidence of most of our witnesses, and in analysing the many prob-
-lems that came Lefore us it has not always been easy to distinguish
between the temporary and the more permanent factors.

8. One factor, the effects of which are difficult to ‘calculate-
but may be profound, is the great increase
in population that has occurred since the
war. In the last census decade it was sufficiently formidable, amount--
ing to about a million or 4 little over 5 per cent of the whole. But
in the eight years that have elapsed since, it probably amounts to be
about two millions or-over 9 per cent of the whole. An increase on
this scalé must have far-reaching consequences, especially in so agri-
cultural a country as the Punjab, when it is accompanied by a sudden
fall in price.5

9. Linguistically the Punjab falls into two halves—the eastern

and the western ; and broadly, the same may

Tenures. be said of its tenures. The east is the home
of the peasant proprietor, and the west the stronghold of the landlord.
-In the east (except in Kangra), men live in villages and the ancient.
village community still survives ; in the west, to a large extont, they
live on wells, and the strongest ties, particularly northwards, are those-
of the tribe. The east as a whole is the richer of the two, for lying
near the Himalayas most of it has a rainfall of 20 to 40 inches, and the
goil is surprisingly fertile. On the other hand, mueh of the west

Population.

1Mr, Harkishen Lal considera that the one shilling and six penny rupee is a third
cause of the depression.
1The following figures, taken from the Report of the Controller of Currency
1929-30, show the %&1] in the price of cereals and raw ocotton in India :—
Basts 100 exp ov JuLy 1914,
March 1929, September 1929, March 1930,
Cereals .. - 129 128 103 -
Raw cotton ’e 161 146 107
8 Feonomist, 15th Febrnary 1930,
4Ibid, 26th April 1920.
5Tn March 1921 the population of the provmce (excluding the Punjab St,a.tes) was.
found to be 20-68 millions. At the end of 1929, according to the Director of Publie
Health’s estimate, it waa 2261 millions, The increase in 7§ years was, therefore, 1-93.

millions.
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considers itself fortunate if it geta ten inches in a year, and the dis-
tricts bordering on Sind do not expect more than four or five. The
west would be almost uninhabitable but for its rivers, in the broad
shallow valleys of which wells can be sunk with comparative ease.
But theré are extensive uplands between, where wells can be sunk
only at prohibitive cost. Forty years ago this tract, dividing the
eastexn half of -the province from the western, was the home of a
noméd population living a life not very difforent from that of the
Bedouins of Arabia. In the desert Thal between the Jhelum and the
Indus thig life still continues. But further east five million acres
have been colonised and brought under the plough, thanks to a system
of canals which is without a rival in any country in the ‘world! Here
the centra) areas of the two halves of the province meet, and landlord
peasant, and nomad live in new-built villages side by side—the land-
lord is too often an absentee—in what is probably the most pros-
perous -agricultural community in India.

10. The key to this prosperity is the size and compactness of
Holdings. the holdmgs and the security of the harvests.
This point i8 developed at length elsewhere,?
and all that need be said here is that in the canal colonies the ordmary
peasant proprietor owns from 10 to 25 acres as against 5 to 15 in most
other parts of the province® In the latter case, too, holdings are
often hopelessly fragmented. At first sight there might appear to
be no connection between fragmentation and finance. But we shall
see later that fragmentation is a serious obstacle to land improvement
and agricultural development ; and it is generally agreed that without
agricultural development the small holder cannot reach and main-
fain a reasonable standard of living without being in a chronic state of
debt. It is of happy augury, therefore, that a partial, if slow, solution
of the problem has been found in eo-operation, and that in the last ’
eight years over 200,000 acres have been consolidated by special
co-operative societies.

The cultivated area of the province approaches 80 million acres,
- and Mr, Calvert estimates that true agriculturists number 8% million,
and that over 80 per cent of them cultivate less than fifteen acres.
As this area is the most that can be cultivated with one pair of oxen,
hé concludes that ‘ the Punjab cultivator is essentially the man with
one ploughd
11. Statement 285 shows that the price of cultivated land is_
Land valges, ~ more than four times what it was thirty years
o ago and is now (on the average of the three
1Pb. Pst., page 131,
*Ibid., page 147 f.
*In Lyallpur, in 1924, the average holding was 18 acres (Pb. Pst., page 148).

$H. Calvert, The Size and Distribution of Cullivators® Holdings in the Punjab
page 4 {The Board of Economic Inquiry).

SPage 377.
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years ending 1928-29) about Rs. 830 an acre; The chief effect of this
rise in value has been an enormous expansion of eredit accompanied
by a great increase in debt. We shall have something to zay ahout
this later.!

12. The average annual value of the agricultural produce of the
Panjab for the three years ending 1928-29
Valuo of Crops. is estimated by the Director of Land Records
at 99 crores. Tea, tobacco, fruit, vegetables and chillies are not
included, since figures for them are not readily available. Even if
they were included, the resultant figure would not represent the total
gross income of the land. A large sum would have to be added on
account of stock-breeding—there are over fourteen million ecattle
in the provincer—and such products as eggs, milk, butter and ghi;
timber, fuel, and grass ; and last, but not least, wool.
One final point may be mnoted. Throughout British India
i ) the district is the unit of admibistra-
 Sze sod populstion of i, but it differs greatly in size and popula-
tion from province to province. In the
Puanjab the average size of a district is 3,444 square miles, and in
1921 the averags population was 713,277, _

1For » dotailed (liscussion of land values in the Punjab see The Wealih and Welfare
of e Punjab, Chaptee VIIL,
“3Census 1930.



CHAPTER IIL—Existixé CREpIT AGENCIES.

18. In'ﬁﬁngthxschaptetwematsdsadvantage,mneethe
Imperial Bank of India and the People’s
foin [pecel Bak of Bunk of Northern India are the only two
larger banks in the Panjab which have given
usmydetaﬂedmformahonofthexropmhons. By the terms of its
acreement with Government the Imperial Bank was required to open
100 new branches within three years. Seventeen of these have been
opened in the Punjab (thelastml?:'!S), and there are now 18 branches
in the province. Compared with the rest of India, the Panjab has
nothing to eomplain of in this respect. With onlv 6} per cent of
tbetotalpopnhhmlteanchxmll percent of the Bank's 167 branches.
Its superior position is most marked in companson with its neichbour,
the United Provinees ; for ﬁthapopulahonle&.thanhalfasblc, itis
Ahnostas'ellserved.—

Braaches .e . - . . 18 24
Sab-Asencies .. . . e . 1 b.Y |

Pay Offices . . .. - 8 8
Out-ctations o 3 17
Population in 1921 (enﬂig States) i millioss - 20.68 45.38

The object of out-stations is to tap the possibilities of 2 new area.
The main business done i3 the necotiation of atvances asainst rroduce,
and for this purpose a godown keeper 15 put in charre, but aetual
prayment i3 made at the Yranch or pay office concerned. The godown
keeper keepd in touch with the local dealers, and when they amesendug
their produce away and have demand drafts for sale, tries to get them
to put the drafts throuch the parent branck. In this wav an out-station
may beausefulmesmofde\'elopmg besiness. ;\pavoﬁoebmdl&!“s
ofaderk, and cash is kept there and eredit facilities given. Drafts,
too, are issued and demand draits btought, and, subject to certain
restrictions, deposits are taken. A suh-agency is practically a branch,
“ bat unde:tbeeontml of & neichbouring branch with a semotoﬂimt
in charge."

14. The most formidable of these rivals are the Indian Joiat
Stock Banka. The oldest of them s the

Indiaa Joint Stock Banks. Pgpjab XNational Bank which was founded
in 1895. They now number 18 and all bot

1En i 685,
9
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@ne, the Central Bank of India, have their headquarters in the Punjab.
Beyond that it has five branches ; little can be said of the part played:
by the Central Bank of India in the provinee, for it has declined to-
give the Committee any information as to its operations. Of the
remaining 17, eleven have a paid-up capital and reserve of at least
one lakh, and at the end of last year they had depcsits of nearly 12
erores. Their development during the last ten years is shown in
Statement 3, from which we take the following figures :1—

1919 1929.
Number .. .e » .e .. 4 11
Paid-up capital (lakhs) . . . . 22 91
Reserve (lakhs) . . . .. 18 43
Deposita (lakhs) . - . . 326 1,182
Percentage of paid-up capital and reserve to deposits Tes 12 1n
Percentage of cash balances to deposits. . .- . 18 1

"These figures call for comment. The increase in deposits, due
in part to the failure of the Alliance Bank of Simla in 1923, is all to
the good. The fall in the ratio of eash balances to deposits is less
satisfactory. Up to 1922 the percentage was 18 or more. It then
fell to 11, and has never been higher than 13 siuce, and in the last
four years it has twice been only 10. The significance of this will be
apparent. from what the eminent economist, Mr. J. M. Keynes, C.B.,
wrote about Indian Joint Stock Banks in 1914. Commenting on
Lheir figures for 1910, which showed that the paid-up capital and reserve
of 1€ banks were 14} per cent ot deposits, and cash balances 11 per
cont, he wrote :—

““ Theso figures reveal, In my opinion, an exceedingly serious
state of aflairs...... Growing up in smooth times, they
(the banks) have thonght more of attracting deposits than
of retaining cash reserves; and in 1910 we find sixteen
bunks with deposits of £17,000,000 apd cash re-

- serves of not quite 11 per cent. Even of these reserves
the greater part is probably held by the older and more
established of the banks belonging to this class, In the
case of the smaller banks, dealing, as they are, with clients
to whom banking is a new thing and in a country where
hoarding is still dominant, the cash balances seem, from
the available indications, to be hopelessly inadequate.”?

1Fjgures for the Alliance Bank of Simla have been excluded, as the Bank failed
in 1923 and the comparison is much clearer without them,
8Indian Currency and Finance (2nd Edition), 1924, page 224,




11

. 'These remarks have a special meaning for this province; for in.
the last 17 years, 1918 to 1929, 69 Indian Joint Stock Banks in the-
Punjab have failed, and 26 of these failures have taken place in the-
last decade. Moreover, the percentages given above compare un-
favourably with those for the whole of India:—

—— India. Panjab.

‘Porcentage of— ' @eemr | (ozon.
(2) Paid-up oapital and reserve to deposits .. . 19 11
(b) Cash balances to deposits . . . 13 11

Statement 8 also gives figures for ten English Joint Stock
Banks, and shows that Jast December their cash balances were 17 per-
cent of their deposits. But in comparing Indian with English banks.
it is only fair to remember that the-bulk of English deposits are at.
call or at very short notice, whereas the bulk of Indian deposits are
at comparatively long notice. We understand, too, that the leading
_Punjab Banks keep a substantial part of their surplus funds in Govern-
ment securities, against which the Imperial Bank allowg them “to draw-
up to fixed limits. Both these points should be borne in mind in-
judging the figures given above. At the same time, in the interest
of joint stock banking in the Punjab, we think it necessary to call
attention to four facts. Firstly, Indian Joint Stock Banks in this-
province do not maintain as high a proportion of cash balances as they
do elsewhere. Secondly, the proportion is much lower than it was
ten years ago. Thirdly, it is'much less than the corresponding figure
for the leading English banks. Finally, in the last 17 years far more
banks have failed in the Punjab than in any other province. In our
opinion, therefore, cash balances should be not less than 15 per cent.
of deposits. :

To give some idea of the position and size of the largest of these
11 Punjab Banks, we give figures for the Punjab National Bank and
the People’s Bank of Northern India as they stood in 1929 :—

Punjab Nalional People’s Bank

Bank. = of Northern
India.
Rs. (lakhs)  Rs. (lakbs).
(¢) Paid-up capital . .e . 31-23 36'72 .
(!'f) Reserve . . .e 1575 - 267
{#4i) Deposits . . . 63563 2843
. (i) Number of Branches and Sub-Branches—
(a) in the Funjab .. .. . 28 31
(b) outside it . . - 14 28

1The latest year for which Indian figures are available.
SAbout 70 per cent are Punjab deposits. In May 1930 the percentage was 71.
%About 60 per cent are Punjab deposits. In June 1930 the percentage was 62,
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1t will be seen that last year these two banks held 78 per cent of the
‘deposits mentioned above.

15. There are six ball)lks flﬁth g paid-up capital of less than a lakh.
etailed figures of their development will be
A Townlet Bauk. found in Statement 4. ’l‘hgir operations
-are very small and their total deposits amount to only four lakbs.
One of them, however, the Bajwara Bank, Limited, deserves notice on
-account of its novel character. It represents the first attempt to start
-8 commercial bank in one of the many townlets or kasbas of the Punjab.
Bajwara is three miles from Hoshiarpur and has only 2,600 inhabitants.
‘The bank was started there in 1927 with an authorised capital of
-Rs. 50,000, of which only Rs. 5,000 has been paid-up. Shares have a
-pominal value of Rs. 50 and a paid-up value of Rs. 12-8-0. Share-
‘holders number 11, and five of them, all non-agriculturists, are direc-
‘tors. Deposits amount to Rs. 43,000, and Rs. 86,000 has been advanced
Inainly against house property and land, land being accepted only
from non-agriculturists. Borrowers are drawn from all classes and
include tenants and weavers. The 12 months’ deposit rate is 6 per
-cent, and the lending rates vary from 7} t0 12 per cent.

16, Four Exchange Banks have opened nine branches in the
Punjab, but as they declined to supply any
detailed information, no deseription of their
-operations in the province is possible.

17. The number of indigenous bankers has greatly declined
during the last twenty years, and if an in-
digenous bank is defined as an individual
‘or firm receiving deposits or dealing in hundis, and doing this as its
primary’business—the sense in which the term is used throughout this
teport—there are now less than 100, They appear to be confined to
11 out of 29 distriets! and judging by a return of the Income-tax
Department,? with a. few exceptions their banking business is relatively
fmall. The causes of this decline will be considered later.

18. The most important financing agency of the pravince is the
money-lender. The money-lender’s profits,
says Mr. Calvert, ‘ probably exceed those of
#all the cultivators put togother. Beside him the prolessional class
i8 inconsiderable ; the industrial class is insignificant; even trade and
commerce take second place.”® One out of every four income-tax
payers is a money-lender, and after agriculture money-lending is the
most important industry in the provinee. It is impossible to say how
much capital is invested in money-lending, but in 1928-29 the total
amount employed in it by money-lenders assessed to income-tax
was over 22 crores.t The magnitude of the rural money-lender’s opera-

Exchange banks.

Indigenous Baakers.

Money-lenders.

1See paragraph 187.
35ee Statement. § (Part IY, p.331.)
30p. Cst., page 130.
4Statements 65 and 6 (pp. 330-32).
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tions is well indicated by total agricultural debt, which exceeds 100-
crores.! In speaking of the rural money-lender we have in mind not
only the ordinary money-lender or sahukar but also the agriculturist
money-lender. In many districts the latter is becoming a very import-
ant eloment, and the latest inquiries suggest that, even excluding those-
who lend only on mortgage, there are about 19,000 in the provinee.?

19. On the 81st May 1930, there were 20,0756 co-operative-

. - societies of all kinds in the Punjab, and on.

Co-operative Bocietics. ¢}, ' g144 July 1929, the latest date for which.
detailed figures are available, the general position was as follows :—

Societies. Members. Working Capital.
Rs. (lakhs).
19,462 641,427 16,05

Excluding sums lent by societies to each other and therefore counted.
twice over, the net working capital was about eleven crores.

For credit societies the figures are these 3—

R Societies. | Members v&zg::lg
Rs. (lakhs)
Provincial Bank . . . 1 12,858 03
Central Banking Institutions .. . 120 | 21,678 6,64
Agricultural Credit Societies—
@ w‘?knksm)mted lf?bmy (".e'.' mortgage 12 5,648 23
(6) Unlimited liability . .. | 15,468 | 465,368 7,000
Non-agricultural Credit Socielies—
(a) With limited liability . . 69 16,304 40
(3) Unlimited Liability . . 944 28,866 | 42

The Co-operative movement will be described at greater length
in Chapter XI. Here only two facts need be noted. Firstly, the de-
posits of the whole movement in 1929 totalled 605 lakhs and exceeded
the Punjab deposits of the Post Office Bavings Bank and, to the best of
our knowledge, of ahy bank working in the Punjab. Secondly, the-

18ee pargraph 22,
sParagraph 210,

The Provincial Bank figures are for February 1930, in other cases for July 1929..
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500,000 members of primary eredit socicties have accumulated nearly
.8} cxores’ thus :—"

Rs. (lakhs).
Shares e 7 . . .. 1,03
Reserve . . . .. 1,45
Profits .o :. - S 82
Members’ deposits . ‘e . 63
Total e 3,43

It should be elear from what bas been said that the Punjab 18
better equipped with ba.nkmo facilities than many parts of India.
Three quarters of the towns in India with a population of 10,000 and
upwards have no commercial bank.2 1In the Punjab this is the case
with only 19 out of 45. Thirteen towns or markets have a branch of
the Imperial Bank and of a joint stock bank; 19 more have one
-or the other, and another 22 have a central co-operative bank or banking
anion. To compare the Punjab and the United Provinces once more,
‘the Punjab has 91 branches of commercial banks and the United Pro-
vinces only 22. -

20. As separate postal figures are not published for the Punjab
it was necessary to obtain them by special
inquiry. This was most kindly undertaken
for us by the Postmaster General, Punjab, and North-West Frontier
Province., The results are given in Statement 7. It will be
-seen that the number of post offices has inereased from 2,475 in 1912-18
to 3,078 in 1927-28.4 This again compares favourably with the 2,646
post offices in the United Provinces.

The two main functions of the Post Office with whlch We are con-
-cerned are the facilities provided for savings and remittance. Fall
advantage is taken of both, as Statement 8 shows. At the
-close of 1927-28 nearly 4 erores were in deposit with the Savings Bank,
and a year later investments in Cash Certificates stood at nearly
three crores. Fer remittance. we may quote the following : —

Average annual value of —

(1) Money-orders—

Post Offices.?

. Rs.
. (lakhs).
{a) issued .. . .. 7,89
(b) paid . T e . 9,81
(1) Insured articles bocked . .. 1116 .
(m) Value payable articles .. . . 1,44

tAnnual Report of Co-operative Societies, 1928-29.

3Economist, 12th April 1930.

3]n the Punjab the Postal Department gives no oredit facilities.

«The area concerned is the Punjab and all Punjab States except Patiala, Nabha,
Jind, Bahawalpur and Chawmba.
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These figures show what a great volume of remittance business
18 done by the Postal Department in the Panjab.

21. Government finances agriculture under two Acts—the Land
Goverament. Improvement Loans Act (XIX of 1883),
vernmen and the Agricultural Loans Act (XTI of 1884),
and industry to a small extent under the Indusirial L.oans Act (of 1923),
Cowpared with other agencies its operations, though useful, are not of
much importance. Thus, in the five years ending 1928 it advanced
only eighty lakhs under the two Agricultural Acts as against nine
<crores advanced by Co-operative Societies.



CHAPTER IV.—AGRICULTURAL INDEBTEDNESS AND
RuoraLn CrEprr.

922, The agricultaral debt of the Punjab in 1921 was estimato.
. at 90 crores, 75 of which were considered to
Deg:.lme of Agricultural 1. 4ne from the proprietors? The chief
bas’s of this calculation was the usafructuary
mortgage debt of the province, which in 1921 was ascertained to be
364 crores. By 192629 it had apparently risen to 68 crores. If we
apply the same method cf calculation as before, we get a total debt
of 148 crores. But for reasons which are given in Note A,
in which the maverial available for forming an estimate is analysed,
wo estimate it at 135 crores. This is admittedly only an estimate g for,
though usufructuary mortgage debt can be fairly accurately calculated,
this eannot be done with other forms of secured debt, still less with
unsecured debt. These can only be roughly calculated on the basis of
.the very limited number of figures available.

Our estimate of 135 crores shows an increase of 50 per cent upon
the estimate of 1921. The causes of this will be discussed presently.
Here we will only compare the two estimates in terms of land revenue,
cultivatior, ete.:—

1921.  1929.

Rs. Rs.
Debt’s multiple of land revenue . 19 27
Debt per— _ )
(a) cultivated acre? . .. 8 45
(b) head of those supported by agri-
cultore® . . 76 104

In 1921 the conclusion was reached that debt was loss than a year's
income of those who were dependent on agriculture, mainly because
for the three years ending 1922-23 the average aunual gross value of the
. agricultural produce of the province [excluding straw (bhoosa), tea,
fruit, vegetables and chillies] was estimated at 128 erares® On the
samo basis we must conclude that debt now exceeds a year's income,

1Pb. Psi., pp. 10, 16.

3In 1929 land revenue was 495 crores and cultivated area 29-73 million acres.

3In 1921, the number was 11,864,689. Nine per cent. has been added for 1920
as the population of the province is estimated to have increased by this amount during
this period. The figure taken therefore is 12,932.611.

*Pb. Ps. p, 16,

16
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since for the three years ending 1928-29 the average annual value of

agricultural produce calculated as above, but includmg straw, in esti-

mated at 99 crores Had straw been included in the earlier estimcate,

the average would have been 140 crores. There I3 thus a difference
of 41 crores between the two periods. The difference is mainly the result

of a heavy fall in prices ; and it is this fall which makes the increase

in debt a particularly serious phenomenon.

23. The question of distribution is so fully dealt lx)mth elsewlﬁere’

that only two points need be added here.
Distribution of Debt. -The first is tha,tlin 1921 mortgage debt stood
higher in Ferozepore than in any other district.: This * bad eminence *
it still maintains, and in the last ten years it has added 880 lakhs to its
mortgage debt. The sécond point is that mortgage debt is rapidly
increasing in Lyallpur, which ten years ago had very little mortgage
debt at all. For the five years ending 1929 the increase (113 lakhs)
has been greater in volumne than in any other district except Ferozepore'
and Amritsar (157 lakhs). The other districts in which the increase
exceeds a crore are Lahore (112), Hoshiarpur (107), Ludhiana (106}
and Gurdaspur (105). ’

24. The method adopted is that followed in Chapter I of The
Punjab Peasant, subject to one modification.
In The sz]ab Peasant proprietors’ mort-
, gage debt was assumed to be 45 per cent.
of their total debt. For reasons given in Note A we have assumed
it to be 50 per cent.

25. The causes of debt in the Punjab have been analysed at

length in The Punjab Peasani, and we have
Canses of Indebtedness. 1 thing to add on the subject. In that book
they are summed up as follows :—

“ There are four main reasons why the peasant proprictor is ob-
liged to borrow :—

The small size of his Lolding and the way it is spht up, con-
‘ditions which make it almost 1mposmble for him to live
without getting into debt, unless he is exceptionally
frugal and industrious, or has some extraneous source
of income.

His constantly recurring losses of cattle from drought ‘and
dizease.

His ingrained improvidence, the effects of which are greatly
aggravated by insecurity of crop.

His extravagant expenditure upon marriage and other
domestic ceremonies. '

IFigures kindly supplied by the Director of Land Records.

3Pb, Pst., p. 264.

3ln the Ferozepore inquiry referred to in peragraph 28 (note) it was found
that the average mortgage debt.of the 4,994 agricuiturists in the Kot Kapm Utar
Assesement Circle was Rs. 610 (p, 24).

Method of Estimating
Volume.

o
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1n addition, there are two causes that make borrowings easy,
namely :—

The money-Jonder and his vicious system of business.

The great expansion of ecredit due to high prices and the
inflated value of land.

The first four causes explain why the peasant proprietor must
borrow, the last two how he can borrow ; and it i3 the combination of
“ must ” and “ can ” that explains the great increase of debt in the
last fifty vears. Or, expressing it differently, we may say that the
first four causes explain the existence of debt, the money-lender and
his system its continuance, and the expansion of credit its volume.”?

26. One poiot must be discussed in some detail. In eight years
debt appears to have increased by 50 per cent.

Increase of Debt. That debt should increase was to be expected,
for ever since the eighties mortgage debt has been increasing. This is
clear from the following figures, which are taken from Statement 9 :—

Not increase in usa-
fructuary mort- alati
gage debt (i.e., lt;:d;r lt’:P wh.ic?xn
mortgage money, it relates in
: advanced less, brackets)
mortgage money, . *
discharged).

For the ten years ending— Crores, Millions.,
1899 . .e .e 9.95 18.00 (]901)
1900 .. e . 5.08 17.8 (1911)
1919 .e . . 10.42 18.5 (1921)
1929 . . . 28.76 20.12 (1929)

It will be seen that, though for forty years mortgage debt has been
increasing, the rate of increase has been most irregular. 1t was lowest
in the second of the four decades—no doubt because of the passing
of the Land Alienation Act in 19002—and highest in the fourth. In
the last decade, indeed, the increase was greater than in the other three
put together. The increase, however, i3 not quite so serious as it
looks. The rupee in the twenties was much less valaable than m the
nineties. Note B,* which has most -kindly been prepared by Pro-
fessor Brij Narain, M.A., of the Sanatan Dharm College, shows that,

1P, 253,
%0f. Pb. Pst., p, 241,
sP, 166,
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measured in the terms of five etatle crops, the purchasing power of
Rs. 246 in the five years ending 1929 was no greater than the purchasing
power of Ra. 100 in the five years ending 1894. For the 1924 quin-
quennium the corresponding figure would be Rs. 251. Broadly, there-
fore, we may say that in the last of the four decades the value of the
rupee was only two-fifths of its value in the first ; in other words, the
increase of 25} crores is equivalent to an increase of only 11} erores
in the first period. This is serious enoagh, for the increase in the firsé
period roused grave apprehensions and was a factor in the passing of
the Land Alienation Act. The iocrease is also much greater than the
increase in the previous decade ; and, most serious of all, wholesale
prices in India have fallen about 20 per cent since 19252 We must,
therefore, briefly consider the causes of this inerease.

27. As it was not possible in the short time at onr disposal to
make any statistical inquiry that would have

Caasen of Incroass. been of value, we contented ourselves with
asking all Assistant Registrars of Co-operative Societies to make such
inquiries as they could on the subject, and fo report the resalis. We
have also considered the opinions expressed last year by Commissioners
and Deputy Commissioners in reply to an inquiry made by Government
as to the causes of the increase in mortgage debt® All Assistant
Registrars agree that an important cause has been the fact that a sudden
Tise in the general standard of Living has been followed by a fall in the
price of agricultural produce and by a number of poor harvesis. There
is no doubt that the standard of living rose considerably after the war,3
and that in recent years prices have fallen. It is also the ecase
that in 1927—29 harvests were below normal <" the figures for wheat
given in paragraph 91 are a good example of the effect of this.
That the three factors are elosely connected is the view taken in a
recent book,® and we think that, in conjunction with another faetor,

they explain most of the increase.® .

28. The factor is the great expansion of eredit, due on the one.

. 5 hand to the rige in the value of land, and on
Expansion of Credit. the other to the growing importance of the
agricultorist money-lender. According to one writer, the expansion
of credit is ' the key to the problem,™ and Mr. Calvert has said much
the same. “ The assumption, frequently made, that debt is due to

3£ 1914 is taken as the basic year, wholesale prices in India in 1925 were 159 and
in December 1929 they were 134 (Economist, 20th March 1930). They have fallen several
points gsince. As compared with the average of the three years 1918-19 to 1920-2], the
€all in prices in the Punjab, measured in wheat, barley, jowar, bajra and gram, waa
81 per cent in 1927-28 (See Note B).

*The gist of their replies is given in Note I (p. 235). .

Seo Chapter VIII of Ph. Ps.and Chapter XIIT of Rusticus Loquitur by the
same suthor (this book will be referred to in futuro aa R. L.).

4pb. Put,, p. 246,

C{.“ The prosperity bronght about by the canal has resulted in & wasteful raicing
«p of the standard of kivingin all directions—in dress, conveyance, food and litige~
tion ™ (Chiniol Assessment Report, 1925, p. 17. The same
Asscssment Report, 1925, p. 21). Cf. also Ew, i, 970-71.

*Pb. P, p. 240,
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poverty cannot,” he wrote in 1922, * be entertained. Debt is due to
credit, and credit depends upon prosperity, and not poverty, With-
out someone to lend there can be no borrowers, and without the where-
withal to lend there can be no borrowing.'? If, as we estimate, debt
in the last eight years has increased by 45 crores, the available re-
sources of the province must also have increased by a large sum. In
Chapter II we have shown that this is the case? and it probably ex-
plains why in the last ten years the price of land has doubled.® This
alone is an indication that there are large sums seekihg investment.
There are signs that much of this new wealth is in the hands of the
agriculturist; and, as money-lending is one of the few forms of invest-
ment open to a villager, the number of agriculturist money-lenders
has increased. This we hope to show presently, and also that he pro-
bably advances a higher proportion of value in the case of a mortgage
than the ordinary money-lender, since, unlike the latter, his powers of
foreclosure are not restricted by the Land Alienation Aect. With more
money available and money-lenders multiplying and with the value of
land rapidly increasing, on the principles laid down in Chapter X
of The Wealth and Welfare of the Punjab and in Chapter XII of The
“Punjab Peasant, a large increase in debt was to be expected, and the
expectation has proved correct.®

29. Two more factors must also be mentioned : the high rates of
Retes of Interest and interest and the increase in population. In
Popzlmon_ good years, or in years of high prices, high
“ interest rates can perhaps, be paid, but in
seagons of poor harvests, and low prices, it is to a large extent impossible
and much compound interest is automatically added to principal.
Over twenty years ago the Imperial Gazetteer pointed out the danger of
excessively wide credit being combined with excessively dear money.®
In the last five years the Punjab has probably suffered from this to an
unusual degree. As to population, it is estimated that there has been
an increase of 9 per cent in less than eight years as against an anticie
pated increase of 5} per cent for the present census- decade.” Had
production increased correspondingly, this would not have mattered,

10p cst., p. 132.

sParagraph 6,

3Statement 28 (p. 377). .

4See paragraphs 212 and 221. Cf. * as far as can be ascertained; the major portion of
the money loaned out has been derived from _agriculturists out of savings from agri-
culture. The figures already given for extension of cultivation and of canal irrigation
will serve to explain how this has been made possible. The basic cause for so much
mortgaging would appear to be money - seeking an outlet, rather than the poverty of the
mortgagors. . . . . The truthis that every zemindar with a little spare cash is ready to-
take a mortgage " (An snquiry into morigages of agricultural land sn the Kot Kapura
Assessment Circle of the Ferozepore Disirict, 1925, p. VII, published by the Board of
Economio Enquiry, Punjab),

$The Ferozepore report just referred to states (p. 24) that * the sonless proprie-
tor is responsible for mearly half the mortgages ;"> which suggests that in that distriot
extravagance is an important cause of debt; cf. P3. Pai., pp. 51 and 256.

sSee passage quoted by Calvert, op. cit., p. 128 (note). -

7See Statement 9, table1I (p. 335) and Census of India, 1921, Volure XV,
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but the annual production of wheat in the five years ending 1928-29
averaged 142,000 tons less than in the five years ending 1920-21,*'and,
88 wo have seen, the annual gross value of the agricultural produce of
the province declined from 140 erores in the three years ending 1922-23
to 99 crores in the three years ending 1928-29, It is significant that the
increase in mortgage debt was much greater in the last half of the last
decade than in the first half, being 18 crores in the one and only 10%
in the other. :

29 (a). In one respect the recent increaso in mortgage debt must
. be discounted. A quotation will explain
Mortgage Becurity. what is meant. ‘‘ The cultivator is loath to
mortgage his land, fearing always that it may be the first step towards
sale. A mortgage, too, entails publicity, and publicity may damage
bis izzat, which may be an important factor in marrying his children.
He has, therefore, always Leen anxious to throw the purdah over his
debts, a characteristic that proved at first a serious obstacle to the
spread of co-operative credit in India. «Now, however, the peasant
is beginning to realize that it is better business to borrow on a mortgage
at 9 or 12 per cent, even though the fact may be known, than to pay
twice this amount for the doubtful advantage of keeping his land
unencumbered. and his debt concealed.”? Several reliable witnesses
informed us that this tendency was inereasing in some of the more ad
vanced districts such as Jullundur and Hoshiarpur,® and it is probable
that unsecured debt has not increased in the same ratio as secured, a
factor that we have taken into consideration in framing our estimate
of total debt.

80. One other point must also be remembered. In the last ten
. years over 27,000 maso; wells have been
~ Productive Debt. sunk at a cost of nearly ?h{ee crores,d and in
the last four years 750,000 acres of virgin land have been brought
ander cultivation by Punjabis in the Punjab and in the neighbouring
Btates of Bikaner and Bahawalpur® The Colonigation Officer of the
Nili Bar calculates that about Rs. 1,000 of capital are required to bring
25 acres under cultivation.® On this basis three crores would have
been required for 750,000 acres. 8o large a sum could not be raised
without considerable borrowing, and the samme applies to the two crores
roquired for the wells. To this extent the increase in debt is productive.
The same may also be said of the sums borrowed by emigraants to
finance their way abroad, where much can be earped and saved. In
1928 about 4,000 emigrated from Jullundur and Hoshiarpur alone,
and most of them probably mortgaged their lands before theg,went.”

13ee paragraph 91.

3Pb, Pat., p. 8. Cf. also Ey. 4, 454,
$Ev. si. 876,

$Paragraph 57. )

$Statement 10 (p. 339).

¢ Ev. 4. 151,

*R. L., pp. 118 and 362,
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Finally, there are the large amounts borrowed to byy land in the new -
canal colonies, but, as we shall show later! this is a more doubtful
purpose. ' . S
81. It must not be supposed that there is anything peculiar to

Inorease of Debt  elso the Punjab in this increase of debt. Many areas
where, " in Burma present the same feature, and debt.

. : “shows the usual tendency to vary with the
credit of the cultivator, including the price of his land.” In Europe
we may cite the case of two such different countries as Germany and
Poland. In Germany, from the end of the war to the autumn of 1927,
agriculture incurred a new debt of over £350 million,® and in the eastern
provinces a heavy-fall in the price of rye has produced an agriculturak
crisis which ““ has become so catastrophic that thousands of farmers:
must become bankrupt if they are not helped by the State.”t In
‘Poland, as long as prices were high, the farmer could make both ends.
meet, though only with difficulty. But, since they fell, it has become
impossible for him to pay his debt, and ‘* bankruptey is inevitable.”s

. 82. The cultivator borrows from four
] main sources :— .
(1) the ordinary money-lender; . -
(2).the agriculturist ;
(8) Co-operative Societies ;
(4) Government ; '
Of these four sources the first is still much the most important.
The agriculturist money-lender is also of great importance, since about.
three-quarters of the total mortgage debt of the province is probably
beld by kim. So far as unsecured debt is concerned, he is probably
less important than co-operative societies, which now lend out about
2} crores a year. Government loans are far the least in volume, but
of great value in times of emergency, and useful, too, for sinking wells..
A further source of loans, and one in very general use, is the relative or-
friend with spare cash. For short periods and in small amounts such
.:Joans are oftcn free of interest. ‘

83. The only credit agency that includes amongst its declared

: ' objects the repayment of old debt is the cc-
Repayment of Old Debt. gperative mortgage bank, which is described

. below.! But go far less than 15 lukhshave

‘been advanced bty them. Here and there, as described in Note C7
the ordinary primary credit society has made special advances, but.
efforts have been sporadic and usually insufficiently controlled. Most,
‘therefore, have failed of their purpose. But, though there has bheen

Sources of Loans.

*Paragraph 73.
3Report of the Commitice on Co-operation in Burma, 1929, p. 10. .
sHorace Plunkett Foundation, Year Book of Agricultural Co-operation, 1930,

p. 371.
4 Feonomiet, 29th March 1930.
§Jbid, 16th February 1930.
¢Paragraph 61.
*P, 173.
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little concerted effort, eVe;y year large sums are advanced in the ordinary
course of business for the repayment of debt. The figures in paragraph
158 show that last year about 50 lakhs were lent in this way ; and that
this has an effect upon debt is suggested by the experience of 2,748
societies, which have completed ten years. When they reached this
point, a large number of members was found to be free of debt. For all
2,748 societies the average was 43 per cent! as against probably less
than 20 per cent for the provinee as a whole.? .

'Somet.hing then has been done to relieve the burden of debt, and
perhaps it was all that was_possible as long as the peasant was ignorant
of the use of money and unaware of its dangers. Tho majority are

_-doubtless still in this.case, but our many discussions ' with represent-
ative land-owners and co-operators left us in no doubt that amongst
‘the cultivators of the province there are many now who have some
elementary idea of the use and abuse of eredit. For such we think
‘that special facilities should be provided to enable them to discharge

heir existing Liabilities on easy terms.. At present, like large boulders
on a hill road, old debt and high rates of interest block the path of
advance that many of these men would gladly tread, and the high rates
of interest are yearly adding to the debt. Onu the other hand, our evi- |
dence leads us to believe that in many areas the money-lender is finding
recovery increasingly difficult and is more disposed than ever before to
compound his elaims. It is thonght that he would agree to substantial
reductions if he were given an assurance that the amount finally settled
would be repaid by a fixed date without further efiort on his part ;
and it is suggested that the best way of giving him this assurance would
be to allow hou to transfer his debt, or such part of it as could not be
paid at once, to the society as a deposit which would be repayable pari
passu with the instalments fixed for the debtor, subject to a maxi-
mum period of, say, ten years. We are attracted by the suggestion,
but at the same time we eannot overlook certain important considet-
ations. The maximum period of loan in the ordinsry eredit society
is three years. This is because the basis of all loans is personal security
reinforced by sureties and the” unlimited liability of all the members.
At present sureties and members willingly undertake their respective
obligations, because the period of loan is short enough fo enable them to
measure and control their extent. With a 1ouch longer period the

_position would be different, and mortgage security would be necessary.
Baut there are objections to village societies dealing in this form of
security, and in the Punjab these objections have always been
regarded as so weighty that mortgages are rarely taken?

1See Co-operative Sociezics Report, 1928, p. 21.

3Pb. Pst., p. 6.

. '%They are only taken in isolated cases as collateral security for insecure or special
loans. 01 “ We, therefore, recommend that the village society should confine itself to
personal sureties for all loans and should protect itself by limiting the loans to amounts
and for periods for which this security is suitabls” -(Report of the Commitiee on Co-opera=
#ion in Burma, 1928-29, paragraph 28). o ’
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34, It is clear, thetefote, that there are serious difficulties
» in the way of a s_ystematw elearance of debt
Facilitios and Safeguards. 1 ) onoh the agency of primary credit societics.
At the same time we cannot forget the remark made by the Linlithgow
Commission in their report that “ the worst policy towards dekt is to
ignore it and do nothing.’? We, therefore, recommend that the Regis-
trar should consider the possibility of further experiments, but on
more <caatious lines than those followed in the past. The safegvards
wo suggest are these :—

(a) The experiments should be made in districts where the
principles of co-operation are well understood, and where
there are possibilities of land improvement when debt is
cleared.

(b) They should be confined to Class A and B societies® and to
members in those societies who have shown over a num-
ber of years that they are good dealers.

(c) Ordinarily no loan over and above a member’s ordinary
maximum eredit limit should be given urless he gives
proof of his determnation to get out of debt by paying
a substantial part of it in kind or in eash.?

{d) A separate account should be kept of all the advances made
and deposits received as the result of these transaetions.

{¢) The period of loan should not exceed five years, and shculd
at the same time be long enough to enalle the miewter to
repay it without serious difficulty. But no loan should
be advanced unless there is suffcient reason to believe
that it can be repaid from earnings within five years.

(f) Experiments should not be made where there is a mortgage
bank, for we consider a mortgage bank much better
fitted than a village society to make advances of this
kind.

85. Theindigenous banker plays no material part ul:a t]::! ﬁl:mncing

c of agricultnre, and the part play ¥ eotn-
..:P'fn‘.nf'..’:;-_.".h..m; mercial banks is almost equally negligille.
Agricalture. A small proportion of the lmperial Back’s
advances against ornaments goes o acriculturists, and a little busness
is done by an important English bauk at Rawalpindi. Amongst the
smaller banks, the Lyallpur Colony Bank (working capital €} lakks)

1Report of the Roval Cowwission o Agricul'ure in Iadia, 1928, p. 441. (In
future this rcport wiil be reterred to as ~ Linlithgow Commisson).”
SFor the classification of credit societies see paragre b 149.

3Cf. “ Where & sum is required to tranafer to the society s debt bearing a usarious
gate of interest, the borrower should be made to show the sincerity of his desire to get rid
of debt by selling any superfisous property, jewels, baffalo, cart or boat which he
oan dispense with. It is rarely advisable to redeem old debt unlees the debtor makes o
" substantial contribetion ** (Burma Report, 0p. cit., paragraph 24).
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+«does 50 per cent of its business with agriculturists, and the Bajwara
Bank also appears to be experimenting in this direction® But we heard
-of no other cases of this. Two difficulties stand in the way : the small
holder’'s business i3 too small for a commercisl bank to handle ; and the
_large holder’s too dangerous, for the Land Alienation Act makes his
land a security of very limited value to a bank of this type. The first
-difficulty ‘is unavoidable, bat the second might conceivably be miti-
.gated by restricting the application of the Land Alienation-.Act or
modifying ita procedure in such & way as to allow commercial banks,
with suitable safeguards, to advance to agriculturists for land improve-
“ment or the liquidation of their debts. .

86. In the western Punjab, where he is a dominating element,
the landlord plays an important part in
Landlord and Tensat. agricultoral finance. This 15 elear from the
roports of the Assistant Registrars, which are summarized in Note
«C3 In greater or less degree, they linance their tenants, generally
.at better rates than would be got from the money-lender,
and sometimes without charging them at all. Much depends upon
whether tenants are in demand or not. They are particalarly well
treated in Shahpur, because the development of the Shahpur colony
Eas put them in great request. On the other hand, in Mpzaffargarh and
Dera Gharxi K]mnl where the peasant is still ruled by custom and 18
-often adscriptus glebz to such an extent that he rega.rds a twenty-
mile change of residence as equivalent to exile, the landlord can do
| very much as he pleases ; and he is 8o often in debt that he is not in a
positicn to render financial assistance to his tenants. In a lesser degree
-this applies also to Jhang. But, on the whole, whatever his position
.in other respects, so far as borrowing goes the tenant would seem to
‘have some advantage over the small proprietor ; and part of this ad-
vantage lies in the fact that his power of borrowing is restricted by his
-comparative lack of credit. In the inquiry made ten years ago it was
foand, for instance, that the tenant at will was much less in debt than _
_the owner.* But a tenant on a bad estate—and there are unfortunately
‘many such—is much worse off than a proprietor, for he will have to
pay at least 25 per cent for his money, and probably 873%. A curious
feature bronght to Licht by the present inquiry is that here and there—
for exainple, in Lyallpur and Ferozepore—tenants advance to their
Jandlords. The practice, however, appears ta be very uncommon. A
few details are given in Note C.8

3Ky, ¢i. 659
JParagraph 15,

P, 132,

¢Ph. P, p. 14.

SFor a fuller dissussion of tbonhhmnbetmlmdhdudmtmﬁomyﬁk
soe R, L. (index under landlord).

*P. 182-83.



CHAPTER V.—CrEDIT FACILITIES.

87. Two questions have to be considered—has the cultivator
sufficient credit facilities in normal times, and:
has he sufficient in times of scarcity ? All
Assistant Registrars were asked to report on.
the first, and, to enable us to answer the second, seven kindly made-
detailed inquiries in villages which had recently suffered from flood or-
-drought. There was no difficulty in finding the villages, for last hot:
weather exceptionally heavy floods swept down the Indus, Jhelum
and Chenab, devastating the countryside, and in the southern” Punjab
a large area is in the grip of prolonged drought verging on famine..
Inquiries were made in 85 flood-stricken villages and in 21 affected by
drought. The results are given in Note C! and show that with compara--
tively fow exceptions the cultivator is' able to carry on his work, though
often only with great difficulty. Flood naturally produces the most
violent, and drought the most prolonged, strain ; but in neither case-
‘are many forced to give up cultivation and take to other forms of work..
At the same time many find their credit exhausted, or that they are
able to borrow only at very high rates of interest or by pledging jewel~
lery and cattle. At such times high rates of interest are inevitable,.
‘for, even if the money-lender resists the temptation to exploit the need
‘of the hour, he sees clearly enough that in many cases the security
offered him is-almost worthless and that some losses are inevitable.
“Villages have their proletariat as well as towns, and in sach poor
distriets as Muzaffargarh and Dera Ghazi Khan, where most holdings.
are tiny, the village proletariat forms the majority and constitutes a
problem of extreme difficulty.?

Facilities—(a) In Times of
Bearcity.

88. As to the question whether in normal times eredit facilities
are sufficient, from what has just been said
it might be supposed that the answer must be
in the affirmative. So far as basic needs are concerned, this is so.
‘But in this case by sufficient credit facilities we mean sufficient not
merely for the bare needs of ordinary cultivation, but for the full needs
of good cultivation. For the former facilities appear to be sufficient,
though a high price has often to be paid for them. But for those who
have the desire and the capacity to develop their Iand they are both
dear and inadequate. This point we discuss in the next chapter,
and we shall see there that it is only a small, though growing, minority
who think of development. For the large mass of cultivators, whose
only thought js to cultivate as their fathers did, we think that, though
in a particular area money may from time to time be tight and difficult.
to get at reasonable rates, the cultivator on the whole gets as much as

(%) In Normal Times.

1P, 170,
iSee Pb. P4t., ch. VI and R. L., ch. X.
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is good for him to have. Very few Assistant Registrars suggest the-
contrary, and we were struck by the number of zemindars we met on.
tour who, when asked whether it would be to their advantage as a
comuunity to be able to borrow more freely, replied emphatically in-
the negative It is true that we got a different reply from the zemin--
dars of Jullundur, but for this there was good reason: thanks largely
to co-operation—in this respect Jullandur is the most advanced area.
in the Punjab—the use of money is better understood in this district.
than in any otlrer. The zemindars’ reply shows such grasp of the pro-
blem that it deserves to be quoted. ‘‘ Compared with years ago,””
they said, * agriculturists have reformed themselves considerably..
Formerly they used to spend more on drink and dancing at weddings ;-
now they don’t do that. Another factor is litigation, which has alse-
decreased. The reasons for their reformation are, the co-operative-
societies have taught the public thrift ; extravagange has taught a
lesson to many ; the accumulation of capital by other classes has led”
people to accumulate money themselves; and last, but not least, is-
education.”? :

89. The dangers of easy credit are beginning to be appreciated
Bduestion in the Tse of by the more intelligent land-owners, and:
Money. there is a general feeling amongst competent:
: judges that, with the exception of thrifty
tribes like the Arains of Jullundur, the Sainis of Hoshiarpur, and the-
Ahirs of Rewari, few cultivators understand the use of money suffi--
ciently for much more to be placed at their disposal without the most:
careful control and teaching. Teaching on this point is the cultivator’s:
cardinal need ; and this should not be forgotten when our proposals.
in regard - to co-operation are considered, for we can think of no better-
way ‘of giving this teaching than through & village credit society. The-
existence of 16,000 of these societies is beginning to tell, and, in alliance-
with the spread of education,.is slowly diffusing both experience and
knowledge ; which, moreover, are not coufined to co-operators, for
others see what the true co-operator achieves and profit by the example.®
As the zemindars we met at Montgomery said, what the peasant re-
quires is “‘ education to know the right use of money rather than more
finance.”¢ The thrifty tribes acquire this knowledge from experience,.
and it is possitle that for them a freer supply of capital might be an
advantage. But their example shows that, in farming, labour and skilk
are more important than capital, and that, when they are present, capi~
-tal beging to accumulate on the smallest holdings;® but where they:
are absent, no amount of capital can take their place.

180e, for instance, Ev. pp. 625, 881, 888, and 899 : ¢f. also pP. 201-92,
3Fv. ii. 876.
3Ev.i. 318.
$Ev, . 899,

5The holdings of the Arains of Jullundur and the Sainis of Hoshiarpur are usnailyr
- very smally .
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Existi aBitd 40. These have be;n described in para-
) F graph 32. P
41. This has been described in para-
Part played by Banks, ete. graph . 35. . ]

42. As already stated,! Government advances are made under
Part played by Govern. tWO Acts. In this chapter we are concerned
“meot—The Agriculturists’ only with the Agriculturists’ Loans Act of
Loaas Act. 1884, under which short-term+loans are made
for seed, bullocks, ete. The part played by Government in this re-
:8pect is insignificant. In the five years ending 1928 it advanced only
55 lakhs as against 895 advanced by agricaltural co-operative eredit
-socicties (unlimited).®? The working of the Act is fully discussed in
‘the report of the Linlithgow Commission, and, sabject to what follows,
“We are in entire agreement with what is said in it. The report states
‘that * the operation of the Act is not eonfined to occasions of distress,
but there is counsiderable evidence in favour of the adoption of- this
-course in practice.”® At the same time it expressed no definite opinion
whether this was the best course. Our own view is that it would be
"wise to confine the Act to times of emergency and stress. We are
led to this conclusion by three considerations. Firstly, the figures
_just given show that,if Government wished to play any considerable
part in the normal finance of agriculture, it would have greatly to
increase its advances. Secondly, Statement 12% skows that
-advances are being made at a loss, for the net return on them is less than
the cost of the money. The system, therefore, is not capable of inde-
finite expansion unless the rate of interest were substantially raised,
-in which case it would lose its only attraction. Thirdly, though the
.nominal rate of interest is only 61 per cent, owing to the variety of
expenses incurred in obtaining a loan and to the petty exactions
-charged by the subordinate revenue staff, the effective rate is much
-higher. From careful inquiries mad. throunghout the province we have
_little doubt that the latter is at least 8 or 4 per cent above the Govern-
ment rate® The only way of obviating the petty exactions is for ad-
vances to he made under the close personal supervision of an officer
-of the Indian or Provincial Civil Service. This would be difficult to
-arrange if taceavi became a part of normal finance, but should not be
Impossible if it is coufined to times of ewmnergency. Finally, taccavi
“is liable to be misused, and in one distnct recently this is said to have
been done by 83 per cent of those who received advances. Some
‘repaid their old debts, and some even purchased clothes.® With an
<aneducated peasantry it is essertial that eredit should be closely con-
drolled, and with a Government agency this is impossible.

1Paragraph 21.
3Statement 11, table IV (p. 342),
30p. cit., p. 430,
P. 347,
SSee Note C (p. 183), also Ew., pp. 333, 359, 699, 883 and 972,
¢ Ey.$. 481 and 439, -

r
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43. Nearly all our evidence points to the unpopularity of taccavi
} as & gystem of finance. Objection is taken.
Unpopularity of the Ack. ¢ oy to the petty exactions to which we-
have just referred, but also to the delay that often occurs in obtaining-
loans, and still more to the necessity of having to repay on a fixed:
date. The easy-going methods of the money-lender and the greab:
insecurity of the harvest, now happily mitigated by the canal system,.
‘bave accustomed the cultivator to such happy-go-lucky methods of
finance that he views any system involving punctual repayment:
with instinctive repugnance. There is ample evidence of this.in the:
village survey reports, and from one of them, relating to a village i
Multan, we may quote the following :—

 Government demands cannot be postponed, and non-payment.
results in the issue of warrants of distress and arrest,.
and release’is only possible by the mortgage or sale of’
one’s lands or cattle. Under the circumstances the
cultivators prefer dealing with a woney-lender, whose-
payments they can evade by a slight pretext or post-
pone by a little importunity. They are tactful enough
to keep him in humour by giving him an armful of fodder-
at the time of his visit, and the money-lender too does-
not like dragging them to court as long as they are not
thoroughly bad debtors.”?

44, If we are compelled to criticise the working of the Agriecul-
turists’ Loans Act, it is only richt to add that:
the possibility of removing its defects has been
the subject of anxious eonsideration to Government during the last
three years. Special inquiries have been made, including one by a
Commissioner deputed for the purpose, and we are satisfied that all
that is possible is being done. But as most of the disadvantages we
have mentioned appear to be inherent in the system, we think that
the Act should be restricted to times or cases of emergency and stress..
And to mitigate the evil of petty exactions, we recommend further
that, so far as possible, all advances shonld be made under the close
geréonal sapervision of an officer of the I.nqian or Provinecial Civil
ervice. .

Recommendations.

45. We make the first recommendation with the more confidence,

. L since it is becoming increasingly clear that
Tm‘“" Societiesand |\ ch the hest agency for financing the cul-
tivator is the co-operative ecredit society.

This point we shall develop later. Here we will only consider whether:
taccavi should be made through co-operative societies.. The question
can be very briefly dealt with, for it has been most carefully examined
ih the past: first of all by the Maclagan Committee on Co-operation,
then by Local Governments and the Government of India, and finally.

IR. L. Bhalla’s “ An Economic Survey of Bairsmpur * (Hoshiarpur District), 1922,
Pp. 95, corro this,
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by the Secretary of State. In 1919 the Secretary of State ruled that -
Joans might be made expetimentally to eo-operative societies and that,
-except in the case of new societies with limited resources, they should
be confined to times of agricultural scarcity and stress, since there was
-8 danger that the grant of financial help by the State on a large scale
amight undermine the societies’ co-operative character. Sharing this
fear and convinced that in co-operation the principle of self-help should
‘be most jealously guarded, and that, therefore, co-operative societies
+gshould look to each other, rather than to Government, for assistance, we
would add (a) that no loans should be made to co-operative societies
-a8 long as sufficient funds are available within the movement, (b) that
10 loans should be made by the revenue staff to co-operators withouf
-the knowledge and consent of their society, and {¢) that this consent
:should not be given if co-operative funds are available. The first of
-these principles would appear to be already®followed, for in the last
-five years no advance has been made through co-operative societies.

46. The possibilities of self-help are well exemplified by an ex-
periment made last year when exceptionally
heavy floods in the Chenab, the Jhelum and
the Indus caused sudden and acute distress over a large area. Co-
-operative societies, without any help from Government, came to the
-assistance of their membhers with emergency loans at 7 per cent instead
of the usual 12} per cent. Altogether 5°67 lakhs were advanced to
8,679 members in eight districts. Funds were provided by the provin-
«cial co-operative bank at 6 per cent and passed on to primary societies
'by central banks at 6} per cont. The margin of half per cent was not
intended to do more than cover bare expenses. The measures. taken
-are deseribed at length in Note D! and suggest a most satisfactory
alternative to a larze taccavi advance through co-operative societies.
But there are difficulties apart from finance. The chief one is to pro-
vide a sufficient staff to make the necessary investigations promptly
and control distribution in such a ‘way that the loans will not be mis-
applied. This requires a special effort on the part of the co-operative
staff, which was evidently most willingly and successfully made on this
-occasion, but which might not always be forthcoming if every emer-
-gency wero treated in this way. The experiment, however, should
-certainly be repeated.

-An Experiment.

47. Detailed mformatlon about interest rates is given in chapter
XI of The Punjab Peasant, and a certain
amount of further information in a later pub-
lication2 We have also made inquiries on
the subject from all Income-tax Officers and many Assistant Regis-
irars. The results are given in Statement 183 The first dis-
tinction that must be made is between secured and unsecured loans.

Interest Rates—{2) Mort-
-gages.

+« 1P, 188 ; see also Ev.i. 4556.56, 463-64.
2 R.L. (see index),
3 P, 349,
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Tn the village much the commonest form of secured loan is the usafruc-
tuary mortgage, and there is general agreement that in this case the

Teturn to the lender is somewhere between 6 and 9 per cent! This.
means that, if a land-owner is prepared to mortgage his land with posses-

sion, he can borrow as cheaply as anyone in the Punjab, for the best

urban business is done at the same rates,?® and the Imperial Bank
rate itself in the last two years has averaged over 6 per cent® This

point is importart because, acecording to our estimate, balf of the debt

-of the proprietors of the province has been advanced on usufruciuary

mortgages. If a land-owner is not prepared to give up possession of

:any part of his land, he can still borrow on a mortgage without posses-

:glon at 12 per cent.t Where, as in Jullundur, there is plenty of money

geeking investment, he can borrow at less.® Contrariwise, where it is in.
strong demand, as now in Lyallpur, he may have to pay up to 18 per

cent.’ N

48. For unsecured loans the range is very wide. A good dealer
(h) Unsecored Loans with ample security can sometimes borrow at

- . 6 per cent.” and a bad dealer with no security
will have to pay as much in the Punjab as anywhere also.. For the
-ordinary peasant proprietor the customary rate is 18 per cent (paisa”
rupiya), but in certain areas it is 24 or 25 per cent.® These are generally
‘the remoter districts, but they also include Lahore, Amritsar and
Ferozepore, and the new Nili Bar Colony.” The latter is & good illus-
tration of the laws governing interest rates. Money is in demand for
.colonization purposes, but, unless secured, can only be lent at consider-
.able risk, because the eolonist may be here to-day.and gone to-morrow.?
The new colonist is virtually, and often actually, in the position of &
tenant ; and for tenants the rates are naturally higher than for pro-
prietors, and vary from 25 to 874 per cent* Much the same rates
-apply to labourers and village menials.

. 49. If jewellery is pledged, or any other form of movable pro-
’ perty, the rates may be 5.or 6 per cent less,
but, as shown in Note C,22 .not more than
5 per cent of the loans are secured in this

{c) Loans - sepured by
-Jowellery.

1Fv., pp. 359, 407, 875, 967,

38ee paragraph 197, .

$For 1923 the average was 6.2 per cent. and for 1929 it was 6.3 per cent.
Asee Statement 27 ; p, 377,

4Ev. 4i. 881, .

s Ey., i, 875. :

¢Ev., p. 928,cf. p. 881. The report of the Ferozepore inquiry referred to in para-
-graph 28 (note) states (p. 10) that in some cases “ martgagees allow the mortgagors to
-cultivate the mortgaged land at cash rents equal to calculated interest at 12 per cent.,
-16 per cent, and sometimes 24 per cent. on the consideration money.”

*Ey., pp. 368 and 872 ; and R, L, p. 287. )

8Cf. Ev. p. 295, Note H ; {p. 221); Note C (part 5), and Statement 23 ; (p, 370),

?See Ev., pp. 1562, 381, 789, 1054,

VEy, 4. 162, .

1Cf, statement 14 (column 9),
1P, 180.

[
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way. It a cultivator were prepared to pledge jewellery freelv, he wounld’
be able to finance himself through the Imperial Bank at 7} per centl,
and throngh other banks at 9 per cent.? A few zemindars take advant-
age of this. We were told of 160 cases at Lyallpur® and of 30 at Mont-
gomery.* At Lyallpur gold bars are occasionally bronght in, and one:
actually weighed half a geer. But in general the facilities are very
little used, partly because they are not widely known; and partly,.
no doubt, because the peasant is not accustomed to deal with com-
mercial banks. Also, in the case of the Imperial Bank, the minimum
advance (Ra. 200) is too high to attract him. But more fundamental’
ther any of these ohjentions e Lis iustinctive prejudiee aca.vst any
type of secured Lan, Even a mortgage is tainted wn his eyes as Jdero-
gatory® " If a war is known to have morteaged his property ”, said
the zewiudars who waited nu ue at Amritsur, “ he mighé find it difB-
cult to arranZe for the inarriaze of his children.” TFis is doubly so-
with jewellery, and in this case the position iz eoniplicated by women's
richta,® At the sarue time women themselves uro rarely wilhug to-
lena on any other basis, and aln:ost ulwags insisi ugon some Kind of
security.! A good judge thinks that in Jullurdor and Hosloar,ur the-
_prejudice against the eecured loanis weakening® To this extent the
remedy tor hich rates, as for so many other evils, is in the peasant’s.
own hands; and this applies particularly to their worst feature—
compound interest. This can be aveided altogether by a usafructnary
mortgage.

50. A combination of high rates and compound interest may
) have disastroas conseqnences for the peasant,
particularly in the less secure tracts where
the great uncertainties of the harvest often make the punctnal payment
of interest impossible. To some extent the money-lender tempers the
wind to the sharn lamb by allowing accounts to run on for two or three
years before making them up.® For reasons which are not clear, Mant-
gomery is an exception to this rule. There, by old custom, accounts.
are struck every six months.1?

Compound Interest.

51. Usury, as many lawyers have found, is a very difficult term
. to define; and, though usurioug rates are men-
Are thesorates usurioma ¥ ¢;.0q more than once in Chapter 12 of the

-

1The rate is 7 per ceut, with quarterly rests, i.e., about 7} per cent. A margin .
of 20 per cent of valae is maintained (Fv. i 701).
#Most indian joint stock banks advance against ornamenta.
3Fv. . 715,
4Fv. ii. 657.
Ee. pp. 415,464, 881, 970.
¢Fe. p. 869, 876,928,
*Fo.s. 427,
8Fo. 4. 309.
%Fv. i. 421
e Fp. it 897,
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Lialithgow Commission report, no attempt was made to define them.
¢ Interest rates ordinarily vary with the supply of mancy, the demand
for it, the risk incurred in lending it snd the troable and cxpenses n
collecting it.”* Of these four {actors we are inclined to think that the
last is the. most important, as it is-alzo tho least considered. Business
of the type that is carried on by the ordinary villaze money-lender
can never be done cheaply on a largo scale. This is elear from the ex-
perience of {wo ch different countries as the United States and the
Dutch East Indies. Iu the United States, where most States have
maximum rates of 6 to 12 per cent, it has been found neeessacy to allow
up to 42 per cent in the case of loans of a cortain type and size. he
diighost rates are charzed “ in tho newer States, where crop failures are
frequent and where cther rizks of iending are rather hizh.”? In
Oklahoma, for example, the average rate is 15 per cent.®? This is
not very different from the average mn the Punjab, and the reasons
assigned for it—bad farming and bad finanee— apply equally here.
The case of the Dutch East Indies is even more striking. A gigantie
small loans business i3 done by Government, and, though all the loans
Aro secured, the rates charged vary from 12 to 72 per cent and in 1926
averaged 44 per cent, of which 20 per cent represented the eost of the
basiness.# In the circumstances, though the rates in' this country
press heavily upon the cultivator, the customary rate of 18} per eent
{paisa rupiya) for small loans”can hardly be rogarded as usarions—
B0 far as ¥ 15 hanourably applied. How far the stated rates are honour-
ably applied we are not in & position to say, for the evidence we received
.ou the subject was too partisan for a definite judgment.

52, In the absence of statistical information, which is not avail-
L able, it is very diffienlt to judge whether the
p dﬁ;" the rates rising OF rateq are rising or falling. Onc of the factors
g : - .
affecting rates of interest is the supply and
demand of money ; and, thouch this is of little importance in individual
<cages compared with the eredit of the borrower, it has its effeet upon
borrowing in general. The poor harvests of 1927 and 1928 appear
to have stimulated the demand for money, particularly in districts
like Gurgaon and Lyallpur, in the first of which famune condations
prevail, and in the second of which & high standard of living 18 being
maintained with difficulty. The effect of this upon rates in both
districts has already been noted.® The position is aggravated if an
increase in the demand for money is accompanied by a contraction of
crodit. Many witnesses said the latter had occurred,® and it is possible,
. £ven probable, that the ordinary money-lender, noting the fall in the

1R, L., p. 328,

3F.W.Ryan : Usury and Usury Loans, 1924, p. 115.
sIbid, page 108.

*R. L., pp. 328-29,

SParagraph 47.

#Ev,, pp. 319, 381-82, 875 ; cf. also p. 2054
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prices of produce, may be advancing proportionately less than a year
or two ago, since produce is his chief security. This, however, like
poor harvests, is only a temporary factor, for either produce prices:
will rise, or all prices will fall sympathetically, in which case the need for
money will be less. Taking a longer view and comparing the rates
before and after the war, we think, on the whole, that they have fallen.
Nominal rates are much the same, but actual rates are almost certainly
less. Before the war dealings were more in grain than in cash, but
now it is the other way round, and thie is undoubtedly to the horrower’s
advantage.! Before the war, too, the indebted cultivator probably
did not get a fair price for his produce, but now, as we shall show
later2 he iz very little prejudiced. Even more important is the
gradual discontinuance of the semi-feudal charges that the money-
Iender used to impose in addition to interest3 * The villagers,” writes
the Assistant Registrar, Sialkot, * no longer supply him with fodder,
vegetables, sugarcane, bhoosa and fuel.” Finally there are 16,000
village credit societies, which have already made it possible for one-
gixth of those who depend upon agriculture to borrow at 12} or 93
per cent. A Deputy Registrar with 28 years’ experience of the co-
operative movement stated that in most districts the common rate
to-day was 18 to 22 per cent as against 30 per cent twenty to twenty-
five years ago.* On the whole, we think that, though for the moment
there is a tendency upwards, interest rates are perceptibly lower than:
before the war.

53. The answer to this question is easy. At present village:

dhev be farth rates for unsecured loans are high, because
reg:::led? ey urther  recovery is both costly and difficult. = Elimi-
- nate or mitigate this factor, and the rates will
_automatically fall. . Money is reasonably abundant and lenders are
legion, but security is bad. First-class security is available in jewellery
and land, but rarely offered as long as personal security will be accepted 5
and the cultivator’s personal security is often a broken reed. In a.
later chapter we shall have something to say about the difficulties of
recovery.5 For these difficulties the cultivator is not wholly to blame.
They would be materially less if the money-lender lent with more
prudence and with ‘more thought for the way his money was likely
to be spent. If the borrower has to be educated in the use of money,
+ne lender has also to be educated in its advange. And this is what
gives co-operation its supreme advantage over every other form of
eredit ; it educates both lender and borrower, and, while both are
learning, provides the necessary control. It is now the accepted

See Pb. Fl., p. 218, also Ev., pp. 354, 360, 443, 767, 873.
P, b4. .

37bid, pp. 220521,

$Ev, §, 295,

sParagraph 205.
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experience of the world that co-operation.is the best weapon against
usury. “ If in Germany to-day,” says a German writer, ** the usurer
i8 u raro phenomenon, it is principally thanks to the co-operative
society.’?

hggg“““ Debt on Mar- 54. This is dealt with in paragraph 83.

55. Apart from the few suggestions made in connection with the:

‘ ~ two taccavi Acts, one of which has jusi been

- Improvements in Credit discussed and the other of which will: be

acilities. discussed in the next chapter, we have only

one recommendation to make, namely, that

co-operative credit should be developed to the utmost possible extent.
This 18 dealt with at Jength in Chapter11.

Co-ordination of Credit 56. We have no recommendation to
Agencies. make on this point. '

1Horace Plunkett Foundation, 4 Year Book of Agricultural Ga-opemlidu, p. 375, '



CHAPI‘ER V'I.T-LAﬁD IMPROVEMENT,

57. 1t is generally supposed that the Punjab peasant takes little
thought for the improvement of his land.
mol:‘:m’ of Land Improve- s, oo iq truth in this, but not' the whole
’ ‘truth. In the ten years ending 1929 the total
number of wells in the Punjab rose from 258,689 (1918-19) to 286,134.
The cost of sinking a well varies from Rs. 500 to Rs. 2,000, or even
more, according to the depth of . the sub-soil water and to the size
and fashion of the well. On an average of Rs. 1,000 per well,
27,445 new wells represent an outlay of about 2} crores® The
largest number, about 4,000, has been sunk in Jullundur. Not less
important than the sinking of wells is the bringine of virgin soil
under cultivation. The great canal colonies are a living testimony
of what the Punjabi is capable in this direction. As we have al-
ready seen,® in the last four years alone he has hrought 750,000
acres under cultivation at a probable cost of three crores. Apart
from this, there is little else to chronicle. In a few districts
embankments to regulate the flow of hill torrents are made, and in one
{Gurgaon) considerable sums have been-spent upon the substitution
of the Persian-wheel for the charsa or leather bucket,

58. Banks and indigenous hankers play almost no part in financing

, land improvements. 1f they lend at all,
(Pfrfsﬁﬁg Sire%i* Fa‘;‘i?;:ﬂ owing to the Land Alienation Act it is only
ment, &oﬁey_leidm’ eto.). t0 non-agriculturists. The ordinary money-
lender also does not do very much. Various

‘ reasons are given for this. The cynics say

e is disinclined to lend for any purpose which may make the cultivator
independent of his assistance ; others, that his rates of interest are so
high that few care to borrow from him. Some also think that he does
not like advancing big sums for a long period. - In reality, the object
and period of the loan are of small concern to him provided the security
is good ; but his rates of interest make it almost imwpossible for the
prudent to deal with him. Moreover, three-fourths or more of the
oultivating population is in debt, and most would rather liquidate an
old debt than sink a new well. Another obstacle, hardly less formid-
able, is the minute fragmentation of land which prevails in many
districts, especially in the central Punjab. Where & man’s few acres
aro scattered in small plots round the village, an almost indispensable
preliminary to the sinking of a well is the consolidation of his fields.
We note with pleasure, therefore, that in eight years (ending 1929)
212,000 acres have been consolidated by special co-operative societies

iFor the cost of wells in different parts of the Punjab see R, L. (index under wells).
SParagraph 30. )
86 - ‘
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with the help of a large staff provided by Government! A large area,
the extent of which is unknown, has also been consolidated by private
exchange? Consolidation by private exchange is generally due to
the desire to sink a well which cannot be done without it ; and, though
this is not the primary object of consolidation by co-operation, it is the
invariable result. Over 600 wells have been sunk in this way, and as
many old ones brought back into use. In some Jullundur villages,
after holdings have been consolidated, more wells are said to have been
sunk in two years than in the previous twenty. The effect of congoli-
dation then is greatly to strengthen the demand for capital for land
improvement. In districts which have no mortgage bank—and only
9 out of 29 have one—the only way of obtaining this capital cheaply
is to obtain a loan from Government under the Land Improvement
Loans Act of 1883.
59. Government charges 63 per cent, mortgage banks 8to 9 per
.. cent and money-lenders their usual rates.®
“mﬂzf‘mt’ Peridd Nearly two-thirds of the working capital of
' the mortgage banks (14} out of 28 lakhs) has
been advanced by Government, mainly through the Punjab Provineial
Co-operative Bank, which pays Government 6 per cent® and charges
61 per cent. Some good judges think that, if money were available at
reasonable rates, there would be a strong demand for it in the central
Punjab. The maximum period of loan is ten years in the ease of mort-
gage banks and twenty years in the case of Government. We shall
have something to say about the former later.

60. All Assistant Registrars were asked to report on the credit
facilities - required for land improvement.

Credit Facilities required. The gist of their reports is briefly given
in Note C%.  Most cultivators, probably

90 per cent or more, require no facilities, for they are either unwilling
or unable to improve their lands. In some districts the holdings are
too small, in others too large. Where they are small, they tend to be
badly fragmented, and, as we have explained, fragmentation makes
the sinking of wells almost impossible. In the central Punjab the
desire for a higher standard of living, combined with an increase of
population, provides an economic spur which is the only factor strong
enough to overcome the Punjab peasant’s indifference to improvement.
The absence of this spur, which is particularly marked in parts of Feroze-
pore, Hissar and Ambala, where holdings are substantial and land
safficient, probably provides the answer to the question put by the
Linlithgow Commission in their report—‘“why were the wells sunk
last year not sunk five years ago”?® Another factor operating

1At a cost now of 13 lakbs a year.
‘3R, L., pp. 188-89, and Gaggar Bhana Report, p. 65.
#See paragraphs 47—49.
¢Till recently the rate was 5} per cent.
5P, 172.
Op cit., p. 428,
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in the same direction is the zemindar’s land hunger. This is usually
80 great that most, when they find themselves in a position to sink a
well or buy land, choose the latter ;. and for this purpose many will
even mortgage the land they haved But rarely will they mortgage part
of their land to improve the rest. Were they prepared to do this,
money could be had cheaply enongh.2
61. The co-operative mortgage banks, which number twelve,
and are the only mortgage banks in the prov-
mﬂ Mot ince, are fully described in the last two
annual reports of the Co-Operatlve Depart-
ment ;3 but some further description is necessary, since they are
pioneer enterprises, and, as such, are of great importance not only to
the Punjab, but to thé whole of Indm. Wlth the exception of the banks
at Mianwali and Jhang, which operate over a whole district, their
operations are corfined to a single tehsil.t Apart from agricultural
credit societies, only owners of agricultural land may hecome mem-
bers, and no one may be advanced more than thirty times the land
- revenue payable on the land mortgaged. As the land revenue rarely
exceeds 25 per cent of the net income of the land, this means that no
one can get more than what the land will bring in net in 7} years.
Loans are made for the redemption of land, but never for its purchase,
since it i3 not economic to buy land at present prices with money
borrowed at 8 or 9 per cent. Loans are also made for the liquidation
of unsecured debts, and are available for the improvement of land ;
but there is little demand for money on this account. Since the banks
were started, nearly 32 lakhs have been advanced, thus :—

A Rs. in lakhs.
Repayment of old debt oo 1447
Land redemption (21,000 acres redeemed) .. 14.70
Land improvement ~ .. . .~ 217
Land purchase .. e . 0.19

These figures show that all but 2} lakhs have been given out for
the discharge of old liabilities. A few more figures may be given to
€how the amount of business done up to the 1st March 1930 :—

Rs.
(5) Total amount advanced .. .. 82 lakhs.
(11) Amount outstanding on 1st March 1930 21 lakhs,

‘Thmmnotpeeubutothel’nn)nb thirty years ago it was said of the small pro-
grietor of Italy that he would “ n&etspendhmumnmbuvmgimhﬁeldsthm
dn improving those he has already * (Bolton King : Iialy, 1901, p. 167).

3Cf. Linlithgow Commizsion, p. 418—
“ It may be said with confidence thatmortgage uedltmnrelynsedto finance
- mpmvemen&s in agricultural land.
3See reports for 1928 (p. 29) and 1929 (p. 34).

‘Usuﬂymnmof’ﬁOtolOOOsqmm:hs with & populaticn of 150.000
+0 200,000
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1(i43) Number of loang—

(a) issued . e .. 1,682

(b) outstanding e < 1,462
) Average loan issue . ..Rs. 1,
(%) Average d Rs. 1,961

For the most part banks advance from Rs, 1,000 to Rs. 3,000 at a
time; but in the prosperous district of Lyallpur, where holdings are
substantial? loans have averaged Rs. 8,218 cach, and in the poverty-
stricken district of Gurgaon only Rs. 595 The amount outstanding
represents only Rs. 85 per acre mortgaged. Considering that the
average price of land in the Punjab is Well over Rs. 2003 it is clear
that the material security is ample.

62. But material security is not- everything. Even in a land
Defaulters mortgage bank character is important.
. ““ We rely very much upon character,” said
Mr. L. Dawson, the head of Dawson’s, Ltd., an important mortgage
bank in Burma, in explaining to the Linlithgow Commission the secret
of his bank’s success.d Herein lies the weakness and the danger of ihe
co-operative mortgage~bank. Figures may be g1Veu to illusfrate
this—

(%) Number of defaulterson 1st March 1930 .. 499
(1)) Amount inrespect of which they were in

default on account .of— -

Rs.
() principal .. © . es 1.76 lakhs,
(b) interest . e .s 64,000

That is to say, 84 per cent, or about one out of every three borrow-
ers, were in: default. On the whole, this was not the result of any
slackness on the part of the managing committees in recovery ;
since the banks were started, 290 members have been proceeded against
legally and 36 imprisoned. It was mainly due to two fnctors—-—bad
harvests and imprudent loans. The Gurgacn bank, with 205 defaulters,
is an example of the one, and the banks at Lvallpur and Jhang, with
118 defaulters, examples of the other. Gurgaovn is an exceedingly
insecure tract, and it is"a question whether a co-operative mortgage
bank can succeed in an area of this kind. Dawson’s, Ltd., operate
in a deltaic tract, and Mr. Dawson informed the Linlithgow Commis-
sion that, if it worked in a dry tract, it would have to raise its rate of

1Report on the Working of Co-operative Socuhea in the qu]ab 1929, .p. 34 .
{In future this annual report will be referred to as Co-operative Repoﬂ) )

3Average about 15 acres (Ph. Pst., p. 148)

8The sale price of land given every year in the Land Revenue District Reporis shows
that since 1819-20 the average price per acre has only once been less than ‘Re. 200 and has
thrice exceeded Rs. 260. For 1928-29 it was Re. 240,

sLinlithgow Commission, wol. xiij, p. 262.
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interest, which was already 15 per contd As to Lyallpur, the Registrar
wrote in his last annual report that it has * the unenviable distinction
of providing the worst and most obstinate defaulters ; ” and he added
that many means had been tried to effect recoveries; hut not even
imprisonment had produced any effect.? In a distriet in which men
tend to borrow freely and imprudently—in the five years ending 1929
the total mortgage debt in Lyallpur increaséd by 118 lakhs as against
58 lakhs in the preceding five years—there is grave danger that a mort-
- gage bank may accentuate the tendency, unless great care is taken
in lending. * Successful banking,” to quote Mr. Dawson again, *is
guccessful lending.””® At Lyallpur this fundamental priniciple has
been neglected. At first more was often advanced than could con-
veniently be repaid within ten years; loans were misapplied, and
directors’ reports could not always be -trusted. Fortunately wiser
methods now prevail : loans are limited to 20 times the land revenue ;
great care is taken to prevent the misapplication of loans, and a more
public-spirited directorate has been obtained. At Samundri and Toba
Tek Singh, in the same district, greater care was exercised from
the start, and there are comparatively few defaulters. The same
applies to the banks at Sonepat, Shahpur and Naraingarh.

63. Most of the defects that have appeared are due to inexperi
ence, and, given a good directorate, can be
: remedied. The good directorate is the erux,
and in mogt areas not easily found. One Deputy Registrar stated
before us that only two out of the six banks in his circle had good
committees ; and he added significantly that in both these banks
members repaid their loans withont pressure.8 The inclusion in each
committee of a nominee of Government is a safeguard, but in a co-
‘operative society it i3 a safeguard that co-operators must naturally
_wish to rely upon as little as possible.

64. After a good committee the greatest difficulty is to get
borrowers to repay their loans punctually,

Importance of Education and to go on doing so for ten years. * The
sad Character. ordinary peasant has still to learn to dis-
tinguish between productive and wunpro-

ductive expenditure, to borrow only for the former and save for the
latter, and whenever he borrows always to applysthe loan to the
_purpose for which it was given. He has also to learn to be punctual
in repayment instead of for ever postponing it ; -to reduce bis expend-
iture or increase his effort rather than default ; by intelligence and
thrift, to make both ends meet where they did not meet before, and in
good years to put something by for the bad; in short, to provide for
an obligation before it ariscs instead of trying to evade it after it has

Management.

1Linlithgow Commission, vol. xiii, p. 262.
2C0.operative Report, 1929, p. 35.
3Linlithgow Commission, vol, xiii, p. 263.
SEy. s, 288. .
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arisen. To build up the character of the peasant and develop his
intelligence is therefore indispensable to the cure of his financial ills.”"®
With the heavy burden of debt of which we spoke in paragraph 22.
and the growing desire for lJand improvement, no one can doubt the
widespread need for mortgage credit ; but the experience of those
twelve mortgage banks leaves it equally in no doubt ‘that mortgage-
credit cannot succeed, unless education and character are sufficiently
developed to ensure wise lending nnd punctual repayment.

€5. In speakmg thus cntlcallv of mortgac,e banks our object is-
to sound a note of warning against their
Poasibilities of Extension. too rapid development. The Financial Ad-
viser to the Co-operative Department, in
testifying to their general soundness, gave it as his opinion that de-
velopment should proceed no faster than at*present—the department’s.
aim is not more than two new banks a year—and he considers that, if
this is adhered to and banks profit by the mistakes of the past, and 1f
too, recovery is facilitated in certain respects, they have a promising
future. On the question of special facilities for recovery we think it:
-too early to express a definite opinion. Only in three cases so far-
has a bank had to take possession of mortgaged lahd, and these fur-
nish too narrow a basis for judging the difficulties inherent in the pre-
sent system. But we would note that difficulties in recovery provide
a useful restraint upon careless or reckless lending, and we would de-
precate recovery being made too easy. Subject to this, we see no-
reason to dissent from the Financial Adviser’s view and recommend
that there should be no departure from the present policy of cautious-
advance until the experimental stage is passed.

66 We alluded just now to a tendency at Lyallpur at one time-
to advance more than a borrower could pos-
m"”mm“' sibly repay within ten years (the maxmfum
period of loan.) Elsewhere, too, this tendency has shown itself,.
and it is now the policy of the department to limit loans to Rs. 5,000..
Unfortunately only four banks have agreed to do this, and seven have
a limit ‘of Rs. 10,000 and one (Gujranwala) of Rs. 15,000. We think
that these limits should be reduced without delay. Another defect:
i8 a marked tendency in some committees for dizectors to be too in-
dulgent in the matter of loans hoth to themselves and to their relatives.:
On this point the Registrar in 1928 wrote as follows :—

* The greatest difficulty in the administration of a co-operative-
mortgage hank is to create a sufficient balance between the interests
of the creditor and those of the borrower. In a central bank, the in-
terests of the creditor are to a large extent protected, since the  directors-
are often creditors and rarely borrowers, and as shareholders usually
have an eye upon the dividend. In a mortgage bank, the position is-
different. As deposits are not taLen, directors may be borrowers, but-

. R, L., pp. 32728,
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can hardly be creditors, and as dividends are not paid, they have no
personal interest - in the profit. Even if they are not borrowers, their
interest and sympathies are likely to lie with the borrowers rather
than with the bank. It is not merely that they find it difficutt to resist
the claims and entreaties of their relatives ~and neighbours, but in’
showing indulgence to-day they hope to be treated with indulgence
to-morrow. In several banks this has led to considerable laxity, and
in one to something like fraud............ I have, therefore, pro-
posed that no loans should be given to a director, and four banks have
already accepted_ this. The obvious alterna,tive is to strengthen the
official element in the management........ ".but I hesitate to advocate
doing this, as it must weaken their co-operative character.’

We are impressed by the importance of restricting loans to direc-
tors, and are glad to find that five hanks forbid them altogether (four
by by-la.w and one by convention), and only one allows them without
restriction. Intheremaining six, they are ouly granted if, firstly, at least
two-thirds of the directors (excluding the applicant) are present and all
agree to the loan; and, secondly, the official member signifies his ap-
proval in writing. There is much to be said for total pr‘ohibition,
and this is the rule in some parts of Europe, for example, in Austria ;
but we recognize that it may be easier to impose this in a country
where other faclhues are available than where, as in the Punjab, the
.only alternative is a loan from Government, or a money-lender.

67. One important question was raised by several witnesses,
namely, for how long loans should be given. A
strong desire was expressed that the present
period of ten years should be extended to fifteen, if not twenty. On
this point the “Registrar wrote as follows in his report for 1928 :—

“ Some urge that loans should be given for longer periods—at
. Mianwali a number have been given for twenty years—but there is
danger in this at present; for with an uneducated and unbusiness-
Tike peasantry the benefit obtamed by a loan is -quickly forgotten and
.only the burden remembered, with consequent difficulties as to repay-
ment. When the cultlvator is sufficiently educated to understand
the virtue of punctuality and sufficicntly developed in character
“habitually to practise it, it willno doubt “be possible, and also desir-
able, to extend the period. But at the outset these banks will be well
.advised to confine themselves to the class of business Intermediate
"between the short-term loan of the ordinary eredit society and the long-
‘term loan of the western mortgage bank. To pass straight from the
-one to the other may very well end in failure, if not disaster”.?

After careful consideration we think that as long as a bank is in the
-experimental stage, thé period of loan should not exceed ten years, but
after that stage is passed it might be extended to 15 years, subject to -
special precautions being taken to ensure regular repayments. An

Period of Loans.

. . YCo-operative Report, 1928, pp. 32-33.
3Jbid, p. 30.
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<extension of the period will doubtless increase the scope of these
banks, but we are satisfied that even within their present limited
#cope they bave no difficulty in employing their resources to ad-
vantage. We note further that Dawsons, Litd., do not advance for
anore than ten years ; and this is based upon conmderable experience
for the bank has 7,000 clients.!

68. Of their working capital of 23 lakhs (on the 81st July 1929)
‘Government Assistance to 143 have been advanced by CGovernment,
Mortgage Banks. mostly through the provincial co-operative
bank. The latter has also raised five lakhs by issuing debentures at
6 per cent interest, the payment of which Government has guaranteed
for 25 years.®2 We understand that these arrangements have been
made fo suit the experimental conditions under which the mortgage
banks have been started. A time, no doubt, will come when it will' be
possible for the mortgage banks to raise debentures upon their collect-
ive assets either through the provincial bank or through a central
mortgage bank. As to whether the debentures of a central financing
institution should be included in the list of trustee securities, . we en-
dorse what the Linlithgow Commission wrote on the subject :—

“Under Act XXI of 1917, the debentures of the Bombay Pro-
vincial Co-operative Bank have been included in the list of securities
given in Section 20 of the Indian Trusts Act, 1882.° We do not think
that any obje_ction can be taken to this course. In the agreement
with the bank in which the Local Government guarantee the interest
on these debentures, they have taken ample power to interfere in case
of maladministration, and this appears sufficient to reduce the risk of
foss to the holders of the debentures to a minimum. We, therefore,
recommend that the debentures of co-operative land mortgage banks
registered "under the Co-operative Societies Act, which are similarly
secured, and the interest on which is guaranteed by the Local Govern-
ment, should be added to the list of trustee securities,’

To sum up, the co-operative mortgage bank is still in the experi-
mental stage, and, if numerous weaknesses have come to light, many of
them are more of the nature of infantile'diseases than inherent disabil-
ities. The most serious are the want of public spirit in many of the
directors and the low standard of character and intelligence in many of
the borrowers. These defects alons are a sufficient argument against
rapid advance. At the same time there are signs of improvement in
control and administration, and the better banks are certainly benefit-
ing their members. These are. drawn from all classes of zemindars,
and it is satisfactory to note that more than half of those who borrow
are comparatively small holders, owning 25 acres or less.t

A Linlithgow Commission, vol. xiii, p. 256,

3Last year the debentures were 4 or 5 points above par. Now the reverse is the -
case (Ev. ii, p. 504).

0p. cit. 405,

‘See Statement 15 (p..353). A brief note _giving the views of certain Assistant
Registrars, etc., on mortgage banks will be found in Note C (p. 180).
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69. We have already said that the commercial banks take little-
Co-operative ) Creit OF DO part i.nﬁna,n(.:ing land improvement, and-
Agencies. - inthe Punjab, owing to the Land Alienation
» , Act, it is almost impossible that they should,
8o far ag agriculturists are concerned. In any scheme of land improve-
ment, therefore, the only two credit agencies to be taken into account
are Government and co-operative societies. Co-ordination between
th% .tw:') is sufficient, and we have no recommendation to make on the-
subject.

70. Theoretically, a Government loan at 6} per cent for land.
Government Loans— improvement should be attractive; yet
LThe Land Improvement Statement 29 ! shows that less than 10 per
oang Act. T L s i o
. cent of the wells sunk in the ten years ending
1928 were sunk with Government help. Last year an Extra Assistant
Commissioner was deputed to investigate the operations of the Land:
Improvement Loans Act in the Ambala division. He found that
advances for wells were not popular in Karnal, Rohtak and Hissar,
because the possibilities of obtaining them were not generally known,
apphcat.wns Were not always promptly dealt with, and the applicants
ha.d_ to incur expenses of the type mentioned in our discussion of the
Agriculturists’ Loang Aet. Since 1910, only Rs. 83,000 has been advanced.
in Rohtak, about the same amount in Hissar and a little over a lakh
in Karnal. In Gurgaon, on the other hand, loans were popular and
10} lakhs had been advanced since 1911. Gurgaon illustrates both
- the possibilities and the dangers of taccavi. On the one side, money
has been advanced for the construction of 1,587 wells, of which 933
have been comploted ; on the other, out of the 10} lakhs advanced
8% are outstanding, of which 1} are overdue. It may be doubted
whether it will be possible to recover this amount, for prolonged drought
has led to large advances of all kinds and to greatly depleted resources.

71. Several witnesses complained to us that the Act was very

. little used and that applications were not

Tte Use in 1929-30. promptly dealt with. We, therefore, made

certain inquiries from all Deputy Commissioners (except Simla), the
results of which may he takulated thus:—

(1) The number of districts from- which replies
have been received e . .. 27
(2) Amount advanced in 1929-30 .. .. 27.15 lakhs.
- (8) Number of persons who received advances 9,086
(4) Number of applications pending at the end
. of the year for lack of funds .. 1,195
(5) Amount involved in (4) .- # 597 lakha.

As 27 lakhs were advanced to over 9,000 people, it can hardly
be said that the Act is very little used. The amount advanced varied
greatly from district to district : in ten it exceeded a lakh, and in”
Hissar it was nearly four lakhs. In most districts there were few or

‘P 378.
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10 applications pending at the end of the year, but in two there were
over 200, and in five others 50 or more. It would seem, therefore,
as if in a few districts there might be some ground for complaint on
the score of delay. There is also reason to believe that in the less
developed districts the facilities for oltaining Government loans
are not generally known. We consider that the best remedy for this
would be to make their existence known in these distriets through
the co-operative staff.

72. Tn regard to the rules governing the Act, they were carefully

overhauled in 1927, and we have only one
- recommendation to make. This relates to
the development of fruit growing. The present rules do not allow of
loans for this purpose, doubtless because in the past fruit growing
has been largely confined to the more substantial type of land-owner,
who has required no assistance from Government. But there are
signs that it is attracting men of more limited means, to whom a loan
might be usefal. In view of the importance of developing every form
of intensive farming in a country of small proprietors and of the great
possibilities of fruit farming in the Punjab, we consider that Govern-
ment loans should be available, though we realize that they should be
subject to different conditions from those governing loans to wells.
‘We recommend, therefore, that special rules under the Act should be
framed for the purpose. . o

Fruit Growing.

73. An important question, which may conveniently be dis-

. cussed here, is Whether the conditions under

Colony Auctions, which Government is selling land in the Nili
Bar Colony aresatisfactory. Three hundred thousand acres, i.e., about
one-third of the whole colony, have been set aside for sale by auction
over a period of twenty years. This has been done, firstly, to enable
the Punjab Government to repay the Government of India the large
sum it has borrowed to construct the canal system which irrigates
the colony ; and, secondly, to provide the non-agriculturist capitalist
with an opportunity for acquiring land, in respect of which the Land
Alienation Act places him at a disadvantage. It was not intended,
and certainly not anticipated, that the ordinary peasant would be a
prominent bidder at the auctions. Yet, such is the hunger for land,
he has bought much more than the non-agriculturist. There would
be no reason to regret this but for what follows. The land so far sold
averages Rs. 410 an acre. At this price the Colonization Officer cal-
culates that, if a man cultivates the land himself, he will obtain a net
return of 8 to 10 per cent. At present prices, land having shown a
tendency to fall in price, he thinks he might get as much as 12 per cent.
Thi# is reasonable enough for those who buy with their own money.
But our evidence .suggests that many buy with borrowed money2

2Ev., pp. 292, 8383, 928.
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Those who wiortgage their land with possession for this purpose wilk
perhaps not suffer, for the effective rate of interest will then not be-
more than 6 to'9 per cent,! but others will almost certainly have to pay
from 12 to 18 per cent, and some even more. Now it is clear that, if a.
man has to borrow at 12 per cent or more to buy land which yields-
12 per cent ot less, he will not gain by the purchase, and, if compound
interest comes into play, he may get seriously into debt. :

There is a further consideration. At purchase, hitherto 10 per
cent of the price has had to he paid at the time of auction and the
balance in five years ; the latter period has since been extended. This
means that, with land at Rs. 400 an acre, 2 man with Rs. 1,000 could
buy 25 acres valied at Rs. 10,000. Assuming that he borrowed this
Rs.1,000 at 12 per cent, and that the land yields 12 per cent, and that.
.the interest on the balance of the purchase price is S per cent (which
in fact it is), the result will be as follows :—

. Ras.
Net yield from 25 acres- .o .. 1,200
Deduct— '
(a) Interest at 12 per cent on Rs. 1,000 bor-
rowed . . . . 120
(b) Interest payable to Government on
Rs. 9,000 unpaid balance of purchase '
price .. . .e 720

Balance available to meet the first year's in-
stalment of Rs. 1,800 .o .. 360

Although, as a concession, the half-yearly instalments have been
increased from ten to.fourteen, this still leaves Rs. 1,286 to be found
in the course of the first year.

There is reason for thinking that many buy as much as their pre-
sent resources permit, trusting to the future to provide the means
for paying the instalments as they fall due. Not infrequently the
result is default, and for this the penalty is loss of the land and of alt
that has been paid for it. It is possible then that a peasant may bor-
row at a high rate of interest to buy land and ultimately be left with
nothing but an inflated debt. And it is not only possible, but probable;
that not infrequently he borrows more than he can repay from the in-
come of the land. How often this happens and how far debt is increas-
ing in consequence we are not in a position to say, because we have
not been able to ascertain the number of those who borrow, the amount
they have borrowed, or the rates at which they have borrowed ; all of
which are material factors. But we would note the following : Firstly,
there is general agreement that borrowing to buy land in the new
canal colonies, including those in Bikaner and Bahawalpur, is common.
Secondly, it is only in a few districts that a zemindar will mortgage

1See paragraph 47,
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kis land with possession when other forms of loan are open to him,!
and when he does not do this, the rate of interest is likely to be higher
than the net return of the land. Thirdly, the seven-year instalment
gystem tempts the peasant to buy as much as he can pay for, irrespec-
tive of futare commitmentsh\ Finally, purchasers have to pay 8 per
cent on all unpaid instalments, and this may absorb the greater part
of the land’s net return. .

In our opinion the system of colony auctions requires revision.
In the last six years 6} crores have been realized from residents in the
Punjab for the sale of eolony land in the Punjab, Bikaner and Baha-
walpur 2 and in Bahawalpur alone Punjabis have committed them-
selves to finding nearly 6 crores in the next fourteen years to com-
plete the purchase of the land already bought.®. Not being fully familiar
with the loan obligations of Government, we hesitate to propose a-
remedy, but tentatively we suggest that the initial instalment should ber
raised from 12} to 50 per cent, and that payment should be completed
in two years. We have no desire whatever to exclude the peasant-
from these auctions ; but, in view of the high, and probably uneconomic,
price of land in the PunJa.b we think it mportant in his interest that it
should not be made easy for him to purchase it with borrowed money.
With a rapidly increasing population the hunger for land is growing
more and more intense, and as the competition for it increases the re-
tarn on it as an investment i3 bound to decline.

18ee paragraph 29 (a).
35ee Statement?10 (p. 339). i

sInformation lundly supplied by Mr. C. A. Ba.rron. C.ILE, C.V.0., 1.C.S, Revenue:
Member, Bahawalpur.
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60 per cent higher! Much, no doubt, depends upon the distance
of the nearest market. In Shahpur, where 8 out of the 11 villages
under inquiry were 10 miles or more away, it was found that the cul-
tivator had little knowledge of prices ; but in Chak 73-G.B.. which is 11
miles from Lyallpur, and in Dalowali, which is 8 miles from Sialkot,
the cultivator is said to be in daily touch with the market and its
rates.?

78. The third reason given above is a reference to the practice
of settling rates under a cloth described in
paragraph 21 of Note E.2 This appears
to be customary in all colony markets, though, according to
Mr. W. Roberts, Managing Director of the British Cotton-growers’
Association, in Khanewal feeling is turning against it. Mr. Roberts
considers that the system helps the seller, since no bidder knows
‘the bids made by his rivals. But, though it appears to work well so
long as brokers go their rounds in groups, it is liable to abuse, and the
systemn of open bidding- prevalent at Sonepat is better calculated to
inspire confidence in the cultivator.

79. More serious are the deductions forced upon sellers of cotton

. . by factory-owners described in paragraph 29
(3) Deductions. of N otey K4 The conclusioxf refzhzd in
that note that these are often imposed without sufficient reason is
confirmed by other evidence. The commission agents who appeared
before the committee at Montgomery admitted, that watta® was charged
on 80 per cent of the cart-loads of cotton brought to the Montgomery
market. And the Cotton Inquiry Report contains the following pas-
sage.’

(#43) System of Selling.

* It is & common practice for buyers to offer high rates in the .
market and then to cut down these rates when delivery
is being effected on the ground that the kapas’ in the
centre of the cart is dirty or inferior in quality to that
exhibited on the outside. Such complaints are invariably
made when it is too late for the seller to take his produce
elsewhere, as & portion of it has already been weighed
and mixed with other kapas in the purchaser’s godown.
The seller has, therefore, no option but to accept the re-
duced rate. Such action on the pert of buyers must
engender very bad feeling and is another reason why
growers are so loath to market their own produce. It is.
reported that such deductions usually vary between
annas 2 to annas 12 per maund, but that jn some cases
they may be much more.”

1Ev. it 761.

#Village Survey Reports,

P, 204.

4P, 208,

sFor the meaning of thie see p. 208.
*Op. cit., p. 34.

*Unginned ocotton.
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These deductions after sale are not an inseparable feature of mar-
keting even in the canal colonies; for at Chak Jhumra near Lyallpar
the cotton is unloaded in front of the commission agent’s shop and every
opportunity given‘to the buyers to inspect it before making their
bids ; after which no deductions are allowed.!

According to the Indian Cotton Committee, abuse by the cultivator
and village trader is ° of minor importance * compared with the mal-
practices carried on in the ginning factories® In this there appears
to be an allusion to the much debated practlce of mixing short-with
long-staple cotton. The Okara commission agents and factory-
owners who appeared before the Committee admitted that a good por-
tion of short-staple country (desi) cotton is mixed with the long-staple
American eotton, but asserted that the exporters insisted wpon this
being done, and that any factory refusing to do it would be ruined.?
Sufficient evidence is not available to determine responsibility, but it
may be noted that the Lyallpur mill-owners who appeared before the
Committee admitted that the mixing was not done by the growers,
and that Colonel E. H. Cole, who farms 7,500 acres near Okara, stated
that he had failed to secure a higher price for pure cotton, and had even
been informed by his brokers that he would get a much better price,
if he mixed it. &

80. The final reason given by the Cotton Inquiry Report

(=) Commiesion Agent and for the growers’ preference for village sales
Broker. is that the eommission agent acts chiefly in the
interest of the buyers. The Linlithgow Commission thought that the
broker was “ more inclined to favour the purchaser, with whom he is
brought into daily contact than the seller, whom he only sees very oceca-
sionally.”¢ The Cotton Inquiry Report suggests that this is true of
the commission agent even when he is ostensibly acting for the seller.?
The colony market inquiry, we understand, bardly supports this view.
In all the markets considered, with the exception of Sonepat, a broker
as well as a commission agent is employed. The commission agent
acts for the seller, the broker for the buyer, and this is found to be a
satisfactory arrangement. In Sonepat the commission agent acts
for both parties, and this too is reported to work well, because
sales are by public auction and prices determined by the highest bid.®

81. The colony market inquiry suggests that a powerful factor
L in deterring cultivators from marketing their
() Market Organimation. o broduce is the way the ordinary market

'lb-d.pse VL
w Commission, p. 401.
2Ey., % 1104,
. ‘E-..ullO& .
$Ep., i 911
Qp. cik., p. 389.
'0}‘ eit., p. 31 (note)-
The point is not referred to in Note E, but it was the subject of inquiry by the
Asgistant Registrar.

E2
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is organized. It is dominated by the trader, and the cultivator, when
he goes there, can hardly help feeling himself an alien. He has no
voice in the control of market arrangements, no say in the fixing of
market dues, no representation on market panchayats, and little or
no means of ascertaining outside prices. He is often in debt to his
dealer, and generally divided from him by religion or caste. He i3
‘mulcted in contributions to charitable objects, in which, if a Muham-
madan, he takes not the slightest interest ; and he has frequently to
submit to other exactions that he 1s powerless to resist. In this connec-
tion the figures given by the Cotton Inquiry Report are illuminating.
Whereas only 17 per cent of the total amount of the cotton under in-
quiry was marketed by the growers, in Chak Jhumra! 50 percent was
marketed ; and the only reason for the difference, apparently, was that
the grower was much better treated at Chak Jhumra than elsewhere.?
The way the ordinary market is organized weighs less with the large
grower than the small. The large often has some edueation and can
hold his own ; but the small is usually illiterate and feels himself at the
mercy of dealers he does not know and of conditions he does not under-
stand. Men of this type prefer to stay at home and deal with the
local shopkeeper, whom at least they know and often trust.

82. A difficulty which applies as much to the village as to the
market is the general inaccuracy of weights
and scales. Striking evidence of this will
be found in Note G3 QOut of 1,407 scales tested in five dis-
tricts, 69 per cent were found to be incorrect, and of 5,907 weights
29 per cent. How far inaccuracy and fraud go hand in hand it is
impossible for us to say, but the village survey reports, whose inform-
ation on the subject is briefly summarized in Note H,* suggest
that it is not uncommon. Inaccarate weights appear to be so general
that it is difficult to deal with the evil. In regulated markets the
Lmlithgow Comumission recomumended that the provision of a weigh-
bridge should be made compulsory.® But something more than this is
needed, and on paper a good deal has been done. Sixty-five local
bodies® have passed by-laws to control the weights and measures used
within their areas and to provide for their inspection ; but with most
this has been merely a gesture, for few have furnished themselves with
standard weights and measares, and without them the by-laws are
useless.? A serious difficulty is that a set of standard weights at the
Mint costs Rs. 534-1-0, which most committees regard as prohibitive.

Weights aad Scales.

1/bid, p. 42.

21bid, p. .

SP. 217.

P, 221. :

30p. cit., p. 393.

¢Forty-eight municipal committees, nine notified areas and eight district boards.

*Nine local bodies (including one district board and one notified ares i
have informed Government that they have obtained standard 3 ights and meommlttee)
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Some comprcmise by getting a set made locally and sending them to the-
Mint to be stamped ; but we understand that the Mint generally refuses’
to stamp them, on the ground that they are made of unsuitable material
or can easily be altered after they have been stamped. Even when

" weights are acquired, the by-laws are not necessarily enforced. In

one important market town, though factory-owners and commission

agents sometimes compare their weights with the committee’s, the

committee does not do the reverse. If the problem is difficult to solve

in the town, it is doubly difficult in the village. In Gijhi (Rohtak),
cultivators who wish to protect themselves have their own weights’
and insist upon their being used in their dealings with shopkeepers.t

How far this is the custom elsewhere or how far it eould be introduced

we are unable to say, for the question arose after our touring was con~

cluded. We suggest, however, that the Registrar, Co-operative So-’
cieties, should consider whether something conld not be done to rectify

the evil through the medium of village credit societies.

. In the markets of Multan and the non-colony area of Montgoinery,
e.g., in Pakpattan, 42} seers of cotton are taken to be equal to-a
maund? as against 40} seers in the Montgomery colony markets. The
larger allowance was justified before the Committee on the ground
that dryage is unusually rapid in Multan. Thé commission agents of
Montgomery attributed the difference to the keener competition ab
Montgomery,® and the Okara merchants said that the allowance was
intended to cover dust and dirt in the cotton.® Two ginning factory
owners at Multan said the same, and added that, in practice, no account
was taken of whether the cotton contained these things or not. They-
generally contained them, but they averaged only 1% seers a maund,
" Neither at Okara nor at Multan was anything said abount dryage. On
the whole, it would seem that competition and the economic position
of the seller are the determining factors. In both respects the colony
areas have the advantage.

83. One of the old unwritten laws of marketing was that a debtor
must deal with his ereditor. The grower who-
is in debt to his village shopkeeper must selk
through him, and the village shopkeeper who
borrows from a commission agent must use him as his agent. The
, rule is not as strong as it was—an example of debtors breaking away
from it is given in Note ES but it appears still to be more often
observed than not. The question arises how far it affects prices. As
between one trader and another, it probably affects them very little,

-

-~ Effect of Indebtedness on
Marketing.

'

1Village. Survey Report.
tForty seers,

IE v. §i 1101,

¢Ev. i 1103.

P, 196.
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for it is then a case of Greek meeting Greek, and debt is usually not so
large that it cannot be repaid or transferred if good service is not
given. As between trader and grower, the Linlithgow Commission
held it established * that, where the cultivator is in_a position to dis-
pose of his produce in a market, however limited its scope, he ob-
tains a much better price for it, even when the cost of transport is
taken into ‘consideration, than when he disposes of it in his own village.1
The evidence before us, though not conclusive, on the subject suggests
that this is an overstatement so far as the Punjab is concerned. It is
probably true of the remoter and more impoverished tracts such as
Gurgaon, Muzaffargarh and Dera Ghazi Kban, for remoteness and
poverty together put the cultivator at the merey of the dealer. But
remoteness may be counteracted by cohesion amongst the growers or
by the presence of an influential landlord. The Salt Range is sufficiently
remote, but tribal ties there are strong, sometimes strong enough
to weight the balance in favour of the grower, even when in debt.
In a village recently surveyed there, the case is mentioned of a
powerful zemindar insisting upon selling his bajra at 12 seers to the
rapee when the market rate was 15, and of others following his
example as soon as it was known.? Note E3 shows how important
may be the influence of a Ilandlord; and the survey report
of a landlord village near Multan states that indebted cultivators
geta fair price for their produce, and sometimes even earn a better
price than ofhers when creditors are anxious to obtain repayment of
their loans. In the more advanced districts the practice varies. The
Jullandur village survey report states that the person who is not in
debt tries to avoid selling to his creditor, but is obliged, if unsuccess-
ful, to accept } to § of a seer per rupee less than the prevailing rate. The
Amritsar village report says that a grower, even if indebted, *“ is not
bound to sell his produce to his creditor.””* As a rule, indeed, he sells
it in the open market and pays his creditor in cash. Much the same
is reported of a villagenear Liahore. If, says the investigator, a money-
lender offers less than the market rate, the cultivator takes his

produce elsewhere and pays him with the proceeds. On the other
hand the Lyallpur and Sialkot village reports suggest that the
indebted cultivator loses, and the Sialkot report says | that the money-
lender exercises considerable influence in fixing prices.

It is difficult to believe that in ordinary circumstances the seller
is not prejudiced by being in debt to his dealer, if only because equality
cannot subsist between debtor and creditor. But the evidence before
us suggests that the disadvantage is less than is generally supposed.
. 'The popular idea on the subject is to a large extent based upon practices

10p. cil., p. 388.

8Village Survey Report.

P, 198.

4QGaggar Bhana, op. cil., p. 117.
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once common, but which now survive only where the cultivator is at the
mercy of the money-lender. They are still common in parts of Gur.
gaon, Dera Ghazi Khan, Muzaffargarh and Multan, but even there
they are less strong than they were, and it is slgmﬁeant that the sarvey
report of the village near Multan (written in 1925) states that * the old
system by which indebted cultivators fixed prices with their creditor
shopkeepers, generally to their own disadvantage, long before the
ripening of the crops has practically died out.” The trend of the
times is definitely against practices of this kind, and, as communica-
tions improve and education and knowledge of market rates spread,
they may be expected to die out.

84. Where the indebted cultivator probably suffers most is in
. having to sell part of-his produce direct],
Payment of Land Revenne. 3558 70 o moct his oblﬂaations, for then
prices tend to be at their lowest. One of the most important of these
obligations is the payment of land revenue. It would seem as if he
must be prejudiced by the present system of payment, for under it he
has to pay at a time when everyone else i3 paying, with the result that
a very large amount of produce must come into the market at the same
time and depress prices. In the Multan and Rawalpindi divisions
what is known as the ¢ echelon * system has recently been introduced,
under which the payments of a district are spread over a month or
more according to a village roster. The system, which was introduced
for purposes of administrative convenience, is reported to be working
well, and we understand that the question of extending it to the rest
of the province is being considered. In the interests of the small
proprietor who sells from necessity, irrespective of whether the market
is high or low, we think that this should be done, and, in order that the
cha.noe may have the fullest possible effect, we recommend further
that, “if other considerations permit, the penod of a month should be
increased to six weeks. What is said in paragraph 91 below provides
8 strong argument in favour of the change.

85. It is generally supposed that, even when not in debt, the cul

) tivator loses by selling his produce in the

mz‘;&‘s&t"’d Market Prices  yillage. Our information does not altogether
justify this view. The Shahpur inquiry sug-

gests that the village dealer’s margin of profit is only 2 annas a maund
for wheat and 4 to 8 annas for cotton;! and the Income-tax Officer of
the distriot reports that he works on a 5 per cent margm of profit. The
Gaggar Bhana inquiry shows that the profit made is not excessive ;® the
Jullundur, that * the seller exercises the chief influence in decldmg
prices ”; and the Jhelurn, that the cultivator is more powerful than the
local shopkeeper. The Okara Assessment Report of 1929 says that
selling in the village * jnvolves a slight net loss in produce,” but that

Note E, p. 196.
0p. cit., p. 117,
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* where the trader is prepared to take over produce at a fair price on
the threshing-floor, most zemindars are glad enough to close with him **
and shift on to his expert shoulders * the burden of coping with the
dues and impositions of the mandi staff.’?

It is also sometimes stated that the grower who sells in the market
does not get & fair price. Our evidence on this point is scanty and
conflicting. One witness, a merchant of long experience, stated that
the grower does not get full value, since he is not upon an equality
with the buyer either financially or educationally. This is probably
true of the less developed areas, but applies with much less force to the
canal colonies. Both the Seftlement Officer of the Nili Bar Colony
and Mr. Conville, who farms 8,000 acres in Montgomery, thought that,
_ on the whole, the prices paid were fair. Incidentally the Settlement

Officer’s evidence brings out the importance of two ‘points in regard
to prices—competition and transport facilities. He stated that an
attempt made at Arifwala to extort more than was fair from the grower
automatically failed, because the grower went elsewhere. In the early
days of the Montgomery colony, too, there was a marked difference
in the prices quoted at Arifwala, Chichawatni and Montgomery,
though all were within forty miles of each other. But now {ransport
facilities have improved so much that the grower can take his produce
‘to which ever of the three suits him best.2

© 86. We have stated above that in his dealings with the market
Botter Orzanizati . the grower labours under certain disabilities.®
Mooy Orgenization ot Strongly impressed by this, the Linlithgow
Commission recommended that regulated mar-

kets on the Berar system as modified by legislation in Bombay should
be established.® “ Well-regulated markets,”” they observe, * create
in the mind of the cultivator a feeling of confidence and of receiving
fair play, and this is the mood in which he is most ready to accept new
ideas and to strive to improve his agricultural practice.”> At present
he is “an infinitely small unit”¢ and, even if fairly treated, is likely to -
harbour doubt and distrust. The last point is well illustrated by the
fact that in 1928 in the six markets dealt with in Note E less
than 8 per cent of the shops were in the hands of agriculturists, and
not a single local body had more than three agriculturist members.”
Co-operative commission shops, provide a partial remedy for this.
But it will be shown that, though these societies are making steady,
if somewhat slow, progress, they are hampered by many difficulties

1p, 22.

2Ev. ¢ 14247,

3Paragraph 81,

40p. cit., p. 413.
© &Ibid, p. 388.

8 1bid, p. 382.

P, 201,
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which it will take time to overcome. Consequently something more
effective is needed to establish a proper balance betwéen the interests
of cultivator and trader, and we think that some kind of organization,.
in which the producer is adequately represented, is required for the
control and regulation of markets. Judging by the efforts (described
in Note E)! which have been made at Lyallpur, Chichawatni and
Chak Jhumra fo establish associations for the settlement of
disputes and the control of market business, it would seem that even the:
trader feels the need of regulation. And it is only fair to him to say.
that the rules and regulations made by these associations and pancha--
yats are reported o be just. But, however just they may be in principle,
in practice, so far as prices, charges and deductions are concerned,
*“ buyers invariably have things entirely in their own hands.”? We,.
therefore, support the recommendation of the Linlithgow Commission.
that regulated markets should be established.

87. The part played by the commission agent in marketing has.

Part played by the G been described in Note Ej2 and it is clear
mission Agent. - from what has been said there that it will
be long before he can be eliminated. His:

“functions- are of the most. miscellaneous character, touching money--
lending at one end and inn-keeping at the other.t On the whole, his.
charges would appear to be fair. Somse, notably those connested with:
charity, would doubtless be out of place under more modern condi-
tions, and. with more efficient organization others might be reduced or
eliminated. The British Cotton-growers’ Agsociation, which has recontly .
started a commission agency business, is able to charge half the ordinary
rates.® But this is mainly because a large amount of business is-
handled. Nor does it attempt to give customers as much personal
attention as is given by the ordinary commission agent ; the volume-
of business makes it impossible. It is an advantage df small-scale
business, which is sometimes forgotten, that personalk service can be-
freely given ; and in judging the commission agent’s charges this should

not be forgotten.

One of the commission agent’s functions has recently involved:
him in "heavy loss, which might otherwise have fallen upon the pro-
ducer. Every year a vast amount of grain, notably wheat, has to be-
stored for the consumption of the towns till the following harvest.
Some of this is stored by the produéer, some by the consumer, but the-
larger part by the middleman. For this he needs capital, and, if his own
resources are not sufficient, he must borrow at 7 to 9 per cent. He has
also to pay for storage accommeodation, possibly, too, insurance charges,.

1P, 202.

Cotton Inquiry Report, op. cit., p. 32.
*Pp. 200.04. :
4See p. 208.

SEv, i 944.
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and he must allow for wastage, which, in the case of wheat, will hardly
be less than 2} per cent, and may well be 5! Mr. W. Roberts,
Managing Director of the British Cotton-growers’ Association, esti-
mates that with a barvest price of Rs. 4 a maund it would not pay
to hold wheat over the monsoon unless the price rose to Rs. 4-6-0.2
The graphs faciag page 59 indicate that in only two of the last
seven years would it have paid to hold cotton and wheat for
any length of time, and that, though occasionally, as with wheat in
1928, large profits may have been made, the net result upon dealers
of the whole period must have been loss. Mr. Roberts’ evidence generally
corroborates this. He normally stores a quarter of his wheat, bat
said that'in the last five years it would have paid him better to sell
both wheat and cotton as they came in. In regard to cotton, he added
that every time he stored he lost, and sometimes he had not been able
to get rid of it at the end of the season.

88. From this point of view it is perhaps fortunate that the
' ordinary cultivator has neither the ability nor
the desire to hold up his produce for any
length of time. The Cotton Inquiry showed that less than 6 per cent
of the cotton under investigation was held up for sale after the 31st
January for a rise in price ;? and the village survey reports generally
suggest that the holding up of produce for long periods on this account
is unusual, except amongst the larger and better-to-do holders.¢
Amongst these the rise in prices after the war led to a marked strengthen-
ing of the tendency to hold, and of the village surveyed in Multan it is
said that it would have ““‘assumed large proportions ”’ but for the fall
which followed.®8 A number of the village survey reports give examples
.of the loss inflicted by this fall upon those who held. The loss of-the

Holding up of Produce.

1A epecial ingniry recently made by the Imperial Bank all over India into the
damage caused to wheat stored under its control by rat and weevil showed that it never
exceeded 5 per cent, and that for the Punjab it was between 3 and 5 per cent (Evidence,
vol. i, p. 683). Mr. W. Roberts states that with his wheat, which is stored
under very good corditions, the damge goes to 2} per cent, and Dr. Harbans Singh of
Sargodha, who stores his wheat in rat-proof godowns with cement floors, that it may
go to 6 or 7 per cent. The deductions allowed by the Sugar and Grain Association
.of Amritsar may also be quoted (Evidence, vol. ii, p. 759). :

Month. - Rate per mauwnd,
Seers. Chs,

Asanj (September-October; . .. . 0 [}
Katak . .. .e .o . T 8 128
Magar . . . .e .o

Poh .. . .o . .e 1 1]
Magh . .. . .. 1 2
Phagan .. . . - 1 4
Chet . .e .- .. 1 8
Bisakh .. .e .. . 1 10

$Fv. i 940.

. cil., p. 1X.

‘ggth th: Rohtak and the Jullundur village reports state that the better-to-do
hold up their produce, :

8Village Survey Repors.
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larger holders has been the gain of the smaller. _ If the larger had not
held, more produce would have come upon the market when the or-
dinary cultivator was selling, and lower prices would presumably have
ruled. It may not be to the individual cultivator’s advantage to hold,
but it is certainly to the general benefit that some should hold.

Though the ordinary cultivator does not.hold up his produce for
any length of time, he will not sell it as soon ag it is harvested, unless
he is seriously involved. This appears to be one of the more marked
changes of the last five or ten years. The Cotton Inquiry showed
that a large part of the cotton crop was not sold till some time after it
was picked.! Similarly the wheat crop is not rushed upon the market
a8 soon as it is threshed, though few retain over the monsoon what they
do not need for domestic consumption and seed. What is said in the
Gaggar Bhana Report would probably apply to most of the central
Punjab.

“It may be stated, as a goneral ruls, that the produce of the village
i3 not sold immediately. except sugar (gur) and rape (toria). Sugar is
sold. as soon as possible after preparation because it is believed to
got drier and lose weight if kept. Toria is sold as soon as it is reaped
‘because the nash obtained for it enables the cultivator to meet the
first demand for land revenue for the autumn harvest. Cotton is kept
till prices are favourable, but rarely longer than February, by which
time the whole of the preceding crop has usually been sold.
Occasionally, if a cultivator is hard-pressed for ready cash,
he will sell some of his cotton as it is being picked. Much of the
wheat is kept for local consumption ; a portion is sold to pay the land |
rovenue and occupiers’ rates of the spring harvest. By selling his
toria the cultivator is often able to hold his eotton for a month or two
longer, so as to get a better price.”’2

89. The best single remedy for the growers’ marketing difficult-
ies is co-operation. It is, therefore, -satis-
factory to find that there are 25 co-operative
-commission shops and sale societies in different parts of the province,
the first of which was started at Lyallpur in 1919. They are described
at length in the last two annual reports of the Co-operative Societies
Department, and require no detailed description here. In 1928-29
they sold produce of the valye of 58 lakhs, for 11 lakhs of which &
single society, the Sale Society at Okara, was responsible. Their de-
velopment is hampered by many difficulties. They make little appeal
to the small holder, who, for reasons already explained, either eannot,
-or will not, sell in the market.4 Most members are lukewarm in their
-support, and many do not use them at all for the sale of théir produce.
Last year, for the six shops in the Lyallpur district, the average value

Pools and Sale Societies.

10p. cit., p. iv.

20p, cit., p. 119 ,

31t has been ascertained that the figure (53 lakhs) given in the Co-operative
Hocieties Report for 1929 (p. LXIX, ocol, 15) is not correct.

40f. Ev. 4315, . .
s
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of the produce sold per member was only Rs. 820. Reliable and suitable
managers are difficult to secure, and embezzlements are not infrequent.
In spite of this, however, progress, though slow, is sure, especially in:
the canal colonies, where larger holdings provide more surplus prodace-
for sale. Their financial position is reported to be sound! and in
five years their number has increased from 10 to 25, and their sales
from 20 to 58 lakhs. This is a promising achievement, though not one
upon whish such larger schemes as that suggested by Mr. O'wen Rober ts
can be safely based. The commission shops at present do kachhi arhat,
and, as such, represent an attempt to deal co-operatively with markéting
in its simplest form. Wkhen suceess has been achieved in this elomentary
stage, it will be time to consider miore elzborate forms of organization.
This moment is approaching at Lyallpur. where the local commission
shop is said to stand first out of over 100 firms that do kachhs drhat.
Bat it will probably be many years hefore anything of the nature of a
pool van be organized on co-operative lines. The recent experience
of the Canadian Wheat Pool shows how difficult it is to achieve su3oess-
with this form of enterprise even with an educated and well-organized
body of farmers. A small, but significant, point in the light of what:
follows is that very little advantage is taken of the storage facilities
offered by commission shops. though they are mostly prepared to ad-
vance up to 75 per cent of value at 93 per cent.t In 1928-29 four
shops in the Lyallpur district stored only 398 out of the 87,429 maunds.

sold. They do little, therefore, to encourage the holding up of pro-
duce.

90. Before produce cou'd be much more extensively held up im
! the village, the storage accommodation would’

probably have to be considerably increased
and also improved. In the Lyallpur village report it is said that for
want of proper accommeodation the cultivators think it better to. sell
their grain without much delay. If this is the case in Lyallpur, one of
the most advanced districts in the province, we may assume that it is
generally the case elsewhere. Big landlords and the more sabstantial
owners in the colonies frequently have godowns, sometimes very care-
fully built, for storing large quantities of produce. And in the more-
insecure tracts provision is often made, though in much simpler fashion,
for storing a year’s, if not two years’, supplies against a period of pro-
longed drought. In Rohtak, a case in point, the graip is stored in
rooms with sanded floors or in large gunny bags, and, to prevent damage-
by insects, the grain is given a mixture of sand, and in the monsoon:
it is usually aired and put out in the sun to dry® Where, however,

Storage.

1Kw § 236.
_3Ew.si. pp. 99899,
SExplained in Note E (paragraph 16).

SIn the Lyallpur district one (out of six) charges 13 percent §the two eociotics-
a$ Ferozepore and Pindi Bahauddin do the same.

SGijhi Village Survey (under publiostion).
~
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a8 in most of the province, holdings are small and conditions not parti-
cularly insecure, storage accommodation is largely determined by the
consumption of the family.
Opinion is divided as to whether storage facilities in town and mar-
ket are sufficient. We think them generally sufficient in quantity,
though possibly not adequate in quality. That in many towns and
.markets they are sufficient in quantity is tonclusively proved
by the figures given in Statement 16. These show that 32
towns and markets have a storage capacity of nearly 13 million
tons, and that in 1927-28 and 1928-29 less than four million
-were etored there. ' Separate figures are given for ten markets
in the Lower Chenab Colony. With a storage capacity of over two
million bags, they accommodated only half a million in 1928-29 and less
than a million in 1929-30.2 In most towns produce is stored in more
«or less primitive godowns called kothas, and in both town and market
produce is frecly pledged as security for loans It is impossible to say
what proportion of total produve is stored, and we can only give the
following estimates, which we regard as fairly reliable. The mandis of
the Montgomery district are said to store 40 to 50 per cent of the wheat
passing through them (as against 20 to 30 per cent three years ago),
but only 5 per cent of the cotton, and the Gojra mandi 20 to 25 per
cent of the produce marketed in it.? As to the ratio between town
and village, the President of the Amritsar Sugar and Grain Association
stated that only 25 per cent of the wheat sold in Amritsar was
stored in the villages.

91. There is some evidence that more wheat is stored now than
Production and Con- 15 or 20 years ago—for instance, the Mont-
sumption of Wheat. gomery figures just quoted—and it is suggesi-
ed that this is due to a fall in export and an increase in the internal
demand. There has certainly been a fall in export, and there are
indications of a strengthening in the internal demand. Taking the
all-India figures first, and comparing the five years ending 1929 with
the last five years before the war, we get the following results. In
each case the figures represent the annual average of five years :—

FIVE YEARS ENDING
Amount. :
19143 19296
) Tons (000.'s). Tons (0o0.’s).

(a) Produoced in India . . 9,570 8,567
{b) Imported into India .. ae L118 142
{c) Exported from India .. e 1,308, 333
Balance available for internal consump-

tion. 8,263 8,326

1In the case of wheat, 11 bags weigh one ton.
®Fv. ii 719

3Review nf the Trade of Iudia, 1913-14, p. 68.
lbid, 1928.29, p. 87.
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Three points emerge. Firstly, the later period shows a fall in
production of neatly a million tons—the result of comparing a period
of poor harvests with a period of good. Secondly, there is almost as
great a fall in export ; and, thirdly, in spite of the fall in production,
the balance available for internal consumption is much the same. .
This last is due to the import of 710,000 tons during the five years,
of which 562,000 were imported in & single year (1928-29). The con-
clusion would seem ta be that India now consumes about as much
wheat in years of poor harvests as she did before the war in years of
good,and that she is able to make up deficiencies in her own production
by imports from abroad. A reasonable inference is that her pur-
chasing power has increased. o

Turning now to the Punjab, we are in a difficulty, for, owing to the
discontinuance of the provincial Internal Trade Report in 1928, im-
port and export figures for the 1929 quinquennium are not available.
We have, therefore, taken in their place the figures for the five years
ending 1922. Again the average of five years is given—

FIVE YEARS ENDING
Amount,
1914, 1922. 1929,
. -
Tons (c00.’s). Tons {(000.’s). Tons (000.’s).

(2) Produced in the Punjabt 3,516 3,338 3,196
(b) Imported into the Punjal?! 4 30 ..
{¢) Exported from the Punjab! 934 561
Balance available for internal )

consumption. : 2,586 2,807

Agreeing with those for the whole of India, these figures show a
fall in production ; and the fall is the more striking because, thanks.
mainly to the spread of canals, the area under wheat cultivation in the
Punjab has inereased in the last fifteen years by 600,000 acres.? The
explanation would appear to be the weather. That, in spite of the
great increase in culfivation, average production should have fallen
in the same period by 820,000 tons a year shows toswhat an extent.
this factor still dominates the food supply of the province.? This
is even more clearly shown by this year’s erop, the outturn of which is
estimated at 4,142,000 tons, or nearly a million tons more than the 1929

APyunjab Internal Trade Reports (Statement I1I) and Director of Land Records.
The figures include Punjab States, but not Delhi or the North-West Frontier Province.
$Average sown area under wheat for the five years ending—
' Acres.
(@) 1914 .. . . «« 89 (millions).
(b) 1929 . o = e . L oes 98,
3]n the 1914 quinquennium two harvests were normal, one above normal, one below
and ove * excellent.” ~In the last period three wore normal, one below apd one poor.
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figures given above.! Asto internal consumption, the balance available
was 221,000 tons greater in the second period than in the first, and thig
is the more significant,since harvests were better in the first period than

the second. Another significant figure is that, whereas in the earlier-
period the wheat exported from Karachi was equivalent to 90 per cent.
of the total amount exported from the Punjab, in the later it was only
59 per cent.? In other words, not only does the internal consumption.
of wheat appear to be increasing in the Punjab, but a larger proportion.
of its surplus seems to be going to other parts of India.?

These two points have a direct bearing upon the question of storage..
When Punjab wheat was being freely exported from Karachi, it was:
mainly in demand in June and July to fill up a gap in the European
market between the Argentine and the Australian crops, and the bulk.
‘of the export had not to be stored for long. But, if internal consump-
tion, whether within or without the Punjab, is taking the place of
foreign export, it is clear that the demand for the surplus is likely to-
arise at the end, rather than at the beginning, of the year, and that
much of what used to be shipped from the country soon after it was
harvested will have to be stored, possibly for many months. It will also-
be to the interest of the grower not to sell much of this surplus wheat.
as soon agitis harvested. With a strong demand for export in June and
July he did not suffer miuch by early sales, but with a redirection of
export he might suffer severely. This gives point to the recommend-
ation made above that the payment of land revenue should be spread.
over as long a period as possible, and also bears upon what follows.

92. Though there is ample storage accommodation in the Punjab,
it must be admitted that most of it is of
a very primitive character. It would, there-
fore, be an advantage if welbbuilt godowns could be provided. With
this object it is suggested by some that licensed warehouses on the-

Licensed Warehouses,

3Fourth wheat forecast (Civil & Military Uazelle, 3lst May 1930). For the
Punjab, excluding Punjab States, the estimated outturn is 3,715,000 tons ; and; though
the area under wheat {9-89 million acres) is only 5 per cent above the guinquennium.
average, the output is 30 per cent better. )

FIVE YEARS ENDING

1814, 1922,

SAnnual average export from—— Tons. . Tons.
(a) Punjab . . . 934,000 561,000
(b) Karachi .. . . 840,000 331,000

Peroentage of (b) Lo (a) . . .l 920 59

For the Punjab see anunal Reports on the Internal Trade of the F urjab, and for Karachi:
the aunual Review of the Trade of India.

3Punjab wheat goes mainly to the North-West bFruntier Province, Baluchistan.
and the United Provinces, and even finds its way to Bomhay and Caloutta, but there-
it comes into competition with Australian wheat.
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American modeél should be established, and it is claimed that, if this
-were done, their inanagers could issue certificates as to grade and quality,
which would be useful instruments of credit and in time become nego-
tiable. The information before us is not sufficient for us to judge how
far, if at all, the American system is gppropriate to conditions in the
Punjab ; but certain considerations suggest themselves. The ware-
houses would have to be built either by private enterprise or by
Government, or by a combination of both. We doubt the possibility
of the first. The second might be feasible, but in that case overhead
.charges would be high, higher probably than either producer or trader
would be prepared to pay. The third method, too, would require a
Jarge measure of Government eontrol, which would hardly conduce
to the popularity of the warehouses. Even if these difficulties could
be overcome, there would remain the vital difficulty of standardiza-
tion, which appears to be essential to the success of a scheme of this
kind. Without standardization the certificates issued by the managers
-would necessarily be vague and, therefore, of doubtful value as instru-
ments of credit. Yet, with the present system of cultivation and
amarketing, standardization is impossible. Mixing is too freely prac-
tiged. in the-case of cotton, and in the case of wheat single bags may
contain half a dozen different varieties. A scheme of this kind would
gtand a much better chance of success if all econcerned were prepared
10 pool their produce and be content with the average price of the
-season, instead of seeking the highest. But the cultivator has a rooted
-objection to pooling, and in the Punjab this objection alone is a serious
-obstacle to the scheme, for most holdings .are so small that, without
pooling, it will be difficult to handle produce in bulk. .As to this, the
- Linlithgow Commission observe: “ We have grave doubts whether
-the difficulties have been sufficiently appreciated of dealing with a
multitude of small, and, for the most®part, uneducated, cultivators
“whose individual contributions are véry much smaller than gre those
.of farmers in countries mm which the system has been successfully
worked.”® A further objection to the scheme is that it would inevit-
.ably tend to encourage the grower to hold up his crop, and if, as has
Jbeen shown, this is risky for those who are capable of taking a long view
.of the market, it is doubly so for those who have too little education
,and knowledge to take any view at all.

938. Much the same objections would seem to apply to the further
' " propesal, to adopt, with suitable modifica-
tions, the cotton marketing system recently
‘introduced into Egypt. Under this system Government undertakes
both to gin cotton and sell lint, and offers facilities for storage, and
-makes advances at reasonable rates against the produce stored. Again
-we have not emough information te -pronounce -upon the feasibility
of the scheme. In view of what has been said above about the strength-

Egyptian System.

10p. cit., p. 406. . '
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ening of the internal demand for wheat and of its bearing en the
question of storage, we think that some system of storage controlled by
. Government may ultimately be desirable, but at present we consider it
premature. In any case, before an attempt is made to introduce the
Egyptian system, we recommend that a deputation, which should
include an official, an agriculturist and a grain dealer, should be sent
to Egypt fo examine and report on its working.

94. One of the advantages claimed for the Egyptian scheme
Advances agalust’ Pro is _that it fa:ci‘litates borr'owi‘ng against pro-
duco by the Imgperisl Bonk, duce. Facilities for this in the Punjab
already exist and are increasing. Four years

ago, following the example of other banks, the Imperial Bank started
advancing against grain and cotton in the Punjab. It has succeeded
so well that it is developing this wherever it can, and is already operating
in every large market in the Punjab and is now extending its operations
to markets in the Punjab States. Last year half the advances made
at Lyallpur were of this character, and in the whole province about.
76 lakhs were at one time out on loan. In some places gedowns
(generally with a capacity of a thousand maunds) have been built
to facilitate dealings, some of them even by landlords. At many places
the bank has its own hired godown, and it encourages the construction
of suitable godowns at places where there is a shortage of storage ae-
commodation, or where the godowns in use are not acceptable to the
insurance companies. But generally other people’s godowns are used.
Some of these are merely rooms in houses, upon which the bank puts
its own lock. Every godown must be approved before it can be
used, and the bank will only approve places which admit of complete
physical possession being taken. Before an advance is made, the appli-
cant’s financial position is the subject of careful inquiry, and also his
general trustworthiness, since character and finance are intimately
connected and a man’s integrity is of as much importance as the security
be offer¥. If the results of the inquiry are satisfactory, a maximm
credit limit is fixed and an advance made. The produce is weighed
and stored in the presence of one of the bank’s employees, and is period-
ically inspected, but not turned over. Grain already in store is only
+ accepted in exceptional cases. Generally advances are allowed up to
75 per cent of value in the case of grain and up to 70 per cent in the case
of cotton. In the event of a fall in price, the borrower is requred to
maintain this margin either by adding to the produce tored or by
repaying part of his loan. This has had to be freely done of late owing
to the heavy fall in prices, and no serious difficulties have been ex-
perienced. The margin is required to cover not only a fall in price, but
also the possibility of the produce deteriorating, of interest accumulat-
- ing and of sale, with its incidental expenses, being necessary. The pro-
duce may be left in storage till the next harvest of the grain in question,
provided the borrower’s financial position and the state of the market
continue satisfactory ; but it is unusual to allow it to be carried over
from one season to another, and at Lyallpur the average period of

»
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storage is five to six months. In the case of grain, 7} per cent is charged
during the first six months of the calendar year, during most of which -
money is dear, and 7 per cent in the last six months. In both ocases,
the charge includes the services of a godown-keeper! and a watchman,
the cost of insurance and other incidental expenses, which at one time
were debited to the borrower. For cotton the charge is 1 per cent over
the bank rate, subjeot to & minimum of 6 per cent per annum, and the
cost of insuranoce® has to be paid as well, making 8} to 9 per cent when
the bank rate, is 7 per cent. The cotton rates are higher than those for
grain, because money is dearer during the cotton season and insurance
rates are higher. Cotton is not so freely handled as wheat, for falling
prices have not infrequently led to arson, and most of the insurance
companies now refuse to insure it when stored in factory compounds.®
Consequently, the bank's advances are almost entirely oconfined to
cotton stored outside the factory. Though it is prepared to advance
against cotton lying loose in a faotory which does not gin for others,
.provided the borrower can arrange the necessary insurance cover with
an approved company. But, owing to its bulk and its liability to
damage and dryage, very little cotton is stored before it is ginned and
pressed. Nearly all the bank's grain dealings are with commission
agents, and so far no attempt has been made in the Punjab to extend
them to villages. The difficulties are too formidable. Storage acoom-
modation in the village is generally primitive ; the amounts offered for
storage would be small—at present the smallest amount likely to be
handled in one lot is 250 maunds in the cass of grain and 10 bales in the
oase of cottont—it is not easy to get complete possession, and in the
rains the ocondition of the roads makes periodic inspection difficult.
Moreover, an experiment made in Madras failed. Even in the mandis
diffioulties were experienced at first. Clients were reluctant to have
their produce checked, and to give complete possession and to submit
to the necessary supervision ; soms, too, objeoted to the measure of
publicity involved. To overcome these prejudices, some latitude was
allowed at first, but this is no longer neoessary.

95. Other banks, apart from the Imperial Bank, advance against

The Amtitear S i producs—for example, the Allahabac! Bank,
Grain. Associntion. 5 "% the Central Bank of India, the Punjab Na-
tional Bank and the People’s Bank of North-

ern India—but the last two find it difficult to compete with the rates
charged by the Imperial Bank. Some business is also done by the
Awritsar Sugar and Grain Association. This association, which has
been registered as a limited liability company, is of so unusual a charao-
ter that it must be desoribed in detail. Formed twelve years ago to

1A godown-keoperis paid from Rs. 65 to Rs. 140 per mensem,

*The ineurance promium on baled cotton is 13 annas per oent per annum if stored
n & normal second-class godown and Re. 1-4-0 if stored in & working factory.

$Ee.s, T0L.
SThere is no hard-andJdast ruls, and agents are allowed to use their discrotion

fa the matter, .
X62.,226 NI

Go
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-control the very extensive forward business done.in Amritsar in sugar
and grain, the association now includes all the principal grain dealers
-of the city—about 100 in number—and has made it difficult, if not im-
possible, for anyone to do forward business without joining it. Each
member is obliged to buy a share of Rs. 1,000, but may net acquire more
than five. The shares sell at a premium, which last year’s dividend
-of 85 per cent sufficiently explains. All forward transactions are regis-
tered daily, and for every 500 maunds purchased Rs. 100 must be
deposited as a margin to cover fluctuations in price. When 75 per
cent of the margin is absorbed, a further deposit, sufficient to bring it
up to its original value, is demanded. In a sense the association might
be said to encourage speculation, but the President® stated that what
it did was to. secure that all speculation should be done with proper
guarantees, and he claimed that this was a useful service. A further
service is the settlement of all disputes between members free of charge
by a board of arbitration, and last year between 400 and 500 disputes
were settled in this way. Thanks to shares and deposits, the associa-
tion has ample funds, and part of these it employs in advances against
grain. Last year it had as much as Rs. 80,000 out at one time. The -
terms are somewhat easier than those of the Imperial Bank. Up to
80 per cent ~of value is advanced, and interest is at 5% to 7} per cent.2
‘Godown rent has also to be paid at Rs. 11 a month per kotha, with a
minimum charge of Rs. 66 (six months’ rent). The kotha is generally
a small room with a capacity of about 900 maunds, and not long ago
one could be found behind every corn dealer’s shop. Now the tendency
is towards concentration, and there may be fourteen or fifteen in a single
«compound. In all there are five or six hundred in Amritsar capable
(at 900 maunds a kotha) of storing about 450,000 maunds. Their
contents are constantly changing hands, and it was the great specula-
tion in them towards the close of the war that produced the association,
Not the least of the latter’s services is the maintenance, for its mem-
bers’ use, of correct weights and scales. Four sets are kept in different
parts of the city so that disputes may be settled promptly.

The kotha system is by no means peculiar to Amritsar, and is in
.use in Lahore, Kasur, Ferozepore and Kot Kapura, and in towns as far
-apart as Kaithal and Mianwali. But only in Gojra have we heard of
anything corresponding to the Amritsar association. There the com-
misgion agents have formed two limited lLiability companies to control
‘the forward business, and they take earnest money from the contracting
parties and make themselves responsible for the final settlement of .all
‘transactions on the proper date.? ’

A curious feature of this form of speculation is the part played’
by the astrologer. We were informed in Multan that 50 per cent of the
merchants there buy and sell on his advice. A number of witnesses «

1Hle is our authority for this account— Eb, ii. * 753.
3Cf. Ev. . 766.
3Ev. i4e 719,
F2
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comglained that the. profits of speculation went to European, rather
than to Indian, firms. -If there is any truth in this, a reason may be—
and the reason was actually put forward by an experienced Indian.
merchant—that European firms depend for their guidance upon a
knowledge of world prices, and not upon the stars in their courses.t

96. From village to mandi the marketing of produce is largely
Marketing Finance (Part financed by the vill_age shopkeeper who is-
played by Banks, Money- generally also the village money-lender, and
lendeArs, Dealers, ete.)—  to g lesser extent by the commission agent and:
() Advances. the co-operative society. The village shop-
keeper works principally with his"own ecapital, but often—75 per cent,.
it i3 said, in Shalpur®—supplements it by advances from the com-
mission agents. These advances are made less with the object of prac-
tising money-lending than of attracting business. Occasionally—indeed,
frequently, in Rohtak3—the village shopkeeper helps to finance the-
eommission agent by lending him his spare cash at 9 per cent or less.

In the mandi the commission agent finances the storage and sale-
of the produce till it is actually paid for by, or on behalf of,the purchaser.
Like the village shopkeeper, he works mainly with his own capital, but.
adds to it such modest deposits as he can attract from relative and
neighbour. When he requires more, if in a small way of business, he-
goes to & more substantial commission agent, who charges him from:
9 to 12 per cent;? and if in a large, to an indigenous banker or commercial
bank, which charges from 6 to 9 per cent according to the security
offered. When the security is grain, possession of which is delivered,
the charge, as we have seen, is only 7 or T} per cent, and this security is.
being increasingly used. But, when it takes the form of house property,
the charge goes up to 9 per cent ; and, if the borrower is not entirely
reliable, up to 12 per cent. In the slack season rates are lower, and may
fall to 6 per cent.5 From market to port or Indian destination finance
is mainly supplied by the commercial banks, notably by the Imperial
Bank, and to a lesser degree by the big exporting firms, indigenous
bankers and guarantee brokers, but this is dealt with in the next

chapter.

97. As this chapter is a long one, for the sake of clearness, we sum.’
up our conclusions as follows :—

Summary. -

() The large majority of growers sell their produce in the
village, and do this as much from preference as from.

necessity (paragraph 75).

3Ev. 4 pp. 864, 868,
*Note F (p. 216).

3Note K (p. 244).
$At Sonepat commission agents who require funds go to Delhi (27 miles away),
where they can borrow from other commission agents at 6 per cent—Zv. # 766.

$Ev. it 862,
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i) The grower suffers from the badness of village communis
cations, and to a much less extent from lack of informs.
ation’ about market prices (paragraphs 76 and 77).

{#i) In the market he is prejudiced by having little or no voice
in its organization and control. This applies parti-
cularly to some of the charges and deductions com-
monly made, but only to a very slight extent to the
system of selling (paragraphs 78 to 81).

(#v) In both village and market he is prejudiced by the common
use of inaccurate weights and scales, and there is reason
to believe that in many cases inaccuracy leads to fraud,
though usually on a petty scale. By-laws on the sub-
ject have been passed by many local bodies, but are
rarely enforced (paragraph 82).

{v) The effect of indebtedness mpon marketing is less than is
popularly supposed, and is diminishing (paragraph 83)

(vi) The present system of land revenue payment probably
has the effect of depressing market prices at the time
of payment to the disadvantage of the smaller peasant
proprietor (paragraph 84). ’

{v#i) Subject to what has been said in (#i%) and (iv), village and
market prices are,” on the whole, fair to the grower
(paragraph 85).

{vwi) The commission agent is at present an indispensable
feature of marketing, and performs the useful function
of storing the produce required for the consumption
of the towns. In the last seven years, so far as wheat
and cotton are concerned, this has probably involved
him more often in loss than gain (paragraph 87).

{¢z) The ordinary cultivator does not hold up his produce
for any length of time, but tends less than he did to sell
as soon as it is harvested (paragraph 88).

{z) Pools at present are impossible, but co-operative mar-
keting in the simple form of the sale society and the
. commission shop is establishing itself (paragraph 89).
{zi) Storage facilities are sufficient in quantity, but not in
quality (paragraph 90).
4xit) Statistics suggest that the internal demand for wheat is
increasing at the expense of the foreign.. If so, the
demand for storage facilities and financial aceommod-
aiion is likely to increase (paragraph 91). _
(i) Licensed warehouses are at present premature, but may
be needed in fime (paragraph 92).
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. (wiv) Large. sums are now advanced by banks, particuiarly
by the Imperial Bank of India, against produce, posses-
gion of which is taken, and the business is likely to--
increase in the near future, especially in regard to.
wheat. Advances against cotton present more diffi.-
culty owing to the danger of arson (paragraph 94).

(@v) In Amritsar forward contracts are regulated by an asso-
ciation, which also settles disputes and makes advances

(paragraph 95).

(zvi) Credit facilities are adequate, and, in the case of approved
customers, interest rates run from 6 to 9 per cent;
others have to pay up to 12 per cent. Village rates are-
higher (paragraph 96).



CHAPTER VIII.—INTERNAL TBADE.. ‘

98. The foreign trade of the Punjab treated in this chapter
. does not include the trade crossing the front-
Chief Exporta. iers on the North-West, or passing to and
from the territories lying beyond the Himalayas ; and takes no account
of the exchange of goods between Indian States and the British provmces
lying on its borders. What is considered is the trade through Karachi
and Bombay, principally through Karachi, which is the chief seaport
that serves the land-locked Punjab both in exports and imports. We
visited Amritsar, which is the Punjab’s emporium for imports from over- -
seas, and Lyallpur, an important and typical colony town, which ex-
hibits all the features of the export of produce from this province.
The important articles of export are wheat, oil-seeds, and cotton ;
and, to a smaller extent, gram, barley, bones, and wool. The cotton
and grain are exported by rail from all over the province, but wool
and bones from a few places only. Wool is chiefly. exported from Fazil-
ka and Abohar, where it is received and cleaned ; and, to a less extent, -
from Lahore, Amritsar, and Multan. Wé were unable to visit either
Fazilka or Abohar, but the JIncome-tax Officer, Ferozepore, kindly
made a detailed enquiry for us at both places, the results of which will be
found in_ note F ;' and we believe that, so far as financing is
concerned, to which our enquiry is expressly limited, there are no re-
markable differences demanding special notice.

99. ' The exports of wheat, cotton and oil-seeds overgeas is done
.mostly by exporting firms which are estab-
lished abroad, and have branch offices or
agencies in important supply places all over the province, with their
section head offices at Karachi and Bomba.y So far as cotton is
concerned, these firms buy it in one of two ways. Either (a) they buy
it m the Punjab raw or in pressed bales and pay for it on the spot,
directly or through their shroffs, in cash, currency notes, or in drafts
drawn on Karachi or Bombay. If drafts are given to the sellers of
cotton, they are sold to the Imperial Bank, exchange banks, Indian
joint stock banks ; or they are collected at Bombay and Karachi by
the holders through their own banks and commission agents; and money:
is then remitted to the Punjab through the sources mentioned above. -

Cotton Finance.

If shroffs are employed by the exporting firms to make their purs,
chages for them, the. firms reimburse them by giving them demand
drafts on their port offices and remunerate them by paying them a
commission of five to eight annas per cent. This rate includes interest-
and charges for delivery of cash or notes at the factory point or in mandis. -
The shroff keeps himself in funds by selling the drafts to mdlgenous
bankers and commercial banks. :

- p. 210,

71
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Or (b), the exporting firms buy the Punjab eotton from stock in
progsed bales of 492 1bs. at Bombay and Karachi, which has been
consigned to these port towns by ginnérs on their own account. The
ginners consign to their commission agents, from whom they generally
draw 75 to 85 per cent of the market price of the day, paying interest
varying from 74 to 9 per cent, plus godown charges and commission.
The owners of the cotton (gonerally the ginning factories) have to
maintain a margin of 15 to 25 per cent, a8 the case may be, to guard
against fluctuations of price. The exporting firms pay the commission
sgents in cash, and hand over their invoices and bills of lading to an
exchange bank to collect in the usual way at destination. We have
not enquired into the rates of discount and scale of accommodation,
or other terms of business governing the finance of shipments abroad,
such as insurance, shipping, commission, and brokerage chargos.

Ooccasionally, but rarely, cotton is consigned for sale in England,
or agains direot sales already made on telegrams received, from some
country in Furope. In this case finance is obtained from the ex-
change banks against credits arranged by importing firms, or more
rarely by the exporters themselves. But full details as to exactly
how this is done are not before us.

100. Until recently, wheat and wheat products * flour, ete.,”

Wheat T formed a very important item in the list
. vnenb Linanee. of exports from Karachi ; but of recent years
their export has considerably fallen, as will be clear from the following
figures! ;-
Annual average export of

Five years ending wheat from Karachi.
Tons.
1914 . . 840,000
1929 . . 856,000

Exports of wheat from Karachi are mostly on behalf of the ex-
porting firms, which buy up-country on Karachi pass, or outright,
and also from commission agents and merchants in Karachi. If wheat
is bought on Karachi pass, a portion of the prios is paid belore railing
to the local agent of the exporting firm against delivery of the railway
receipt, and the balance on pass at Karachi. The precise amount of
the balance will depend upon the result of the analysis of the produce
ddne at Karachi. Payments are generally by cheques and drafts
drawn on the Imperial Bank of India, on oxchange banks, or on the
firm's own offices at Karachi, Punjabi merchants who consign wheat
to Karachi for sale iu & rising market depend chiefly on Indian banks,
inoluding the Imperial Bank, to negotiate their railway receipts and
drafts. The drafts are drawn on their agents, who may be their own
head offices or sub-offices at Karachi or independent commission
agents, Thoy are mostly demand drafts, but include & certain number

1 0f, alao the figures in paragraph 01.
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drawn at 80, 45 or 60 days’ sight. With approved clients this business
is done on a margin basis of 20 or 25 per cent.
101. Exports in oil-seeds generally follow the same course as
P wheat, excepting that oil-seeds are less fre
soods. quently stocked in mandis than wheat.

102. Wool i8 consigned to Liverpool mainly from Abohar and
Wool Fazilka, and in smaller quantities from
oot Lahore, Amritsar, and Multan. The con
gignors are mostly Indian merchants. who buy wool in these markets
on arrival, and sometimes from outside, as, for instance, in Bikaner,
and pay for-it from their own resources, or from money borrowed locally
by the sale of hundis or by cash credit accounts with Indian joint
stock banks, including the Imperial Bank.

Consignments to Liverpool are made through foreign exporting
firms in India and by merchants direct. In the first case, the firms
advance from 60 to 75 per cent of the Indian price against railway
" receipts, and charge commission, insurance, interest, and shipping
charges, ete.

In both cases the accounts are adjusted on receipt of the sales
account from Liverpool. A more detailed account of the wool trade
will be found in note F (part I).t

103. Hides and skins form another important item of export, but-

. . they are generally railed to Agra, Calcutta

Hides and Blins. andyMadraE, to be half tanned prior to export.
From the villages these articles mostly find their way to Lahore and
Amritsar, where thereare a large number of middlemen known as
Khojas, who buy them from villagers or from other Muhammadan
middlemen. They store and _sort them into light and heavy grades,
whole and imperfect, * cows "’ and * buffalces,” and forward them to
Calcutta and Karachi on consignment, or against outright sales
previously made or on account of shippers at the ports.

Transactions between these store-places and ports are financed
by the Khojas themselves, who are generally well-to-do people ; but
‘they also raise money by hundis, which are discounted with sahukars,
merchants, traders, lawyers, and banks. From the ports financing
follows the traditional line of operation through the exporting firms
and the exchange banks.

104. The main imports into the province from overseas are sugar,

Chief Imports textiles, machinery, motor cars, and metals ;

porte. other goods, whose name is legion, are im-

ported in comparatively small consignments and do not require in-
dividual treatment.

Karachi is the chief importing port for them all, and the chief
distributing centres are Delhi for the south-eastern Punjab ; Amrit-
sar for the central and northern Punjab, and Karachi itself for the
south-western Punjab. Sugar, however, sometimes works its way

1P, 210.
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up to the eastern and southern Punjab via Calcutta and Bombay, if
‘railway freights and the fluctuations of the market are favourable.
There are several distribufing centres for motor-cars, but Delhi and
Lahore are the principal ones. Rawalpindi too is of importance on
account of the heavy demand for the Kashmir traffic. The five main
articles of import are imported into the distributing centres by firms
which, in the case of textiles, have their branch-offices or representatives
in Delhi and Amritsar ; and, in the case of metals, at Amritsar, Lahore
and Delhi. For motor-cars there is more thap one distributing centre ;
and for machinery Lahore and Bombay are the only centres of sale
and distribution.

105. Except in the case of sugar, and to ‘a smaller extent of -
Financing from Country textiles from Italy and Japan, the importers
of Export to Distributing are generally foreign firms who import against
Centres. orders booked with them by others, or on their
own account. In the machinery mart most of the buyers have to pay
in advance sums varying from 10 to 25 per cent of the price settled.
Thoss who buy on " a small scale have sometimes to do the same to

cover risks. Motor-cars, however, are imported at the risk of manu-
facturers or distributors.

In all cases, invoices, drafts and bills of lading are taken up by the
exchange banks working in India from the exporting firms at the
Places of origin, or by banks in other countries, which negotiate them
through the Indian branches of the exchange banks, or oceasionally
thl'O}Igh representative Indian banks, who act as collecting agents of
foreign banks which have no branches in India. If the importing
firms have their own offices in Amritsar, they collect the goods them-
selves from the railways and issue their own invoices ; and, on pay-
ment of invoice values or by special arrangement, they deliver the goods
In one or more instalments. Thus it is clear that Indian finance, except
to t.he extent of advances made for the purpose of providing security
agamnst orders, plays no part in financing the import trade from the
country of export to the distributing centre.

106. From the distributor or distributing eentre to the consumer
T there is an intermediate stage of stocking of

to Gomanietributing Centre 00045 which is freely financed by all banks.
= In the case of textiles, it i» mostly done by the

exchange banks at bank rate, subject to a minimum of 7 per cent plus
godown charges. ‘ ’

In other cases, ihe Indian joint stock banks share in the financing
operations on varyine terms, by keeping goods in their own godowns
or by taking possession of goods in the distributor’s godowns, by dis-
counting and purchasing hundis, by opening cash credit accounts
on personal security, or by taking some kind of collateral security
other than sureties and the goods concerned. Interest at this stage
varies from 7t09 per cent in the case of substantial firms, and
from 10 to 12 per cent in the case of others. :
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107. As both the export and the import trades are principally-
handled by foreign firms, which as exporters.
take over the goods from the mandis or from:
Karachi, and as importers carry the goods (except in the case of machin-
ery) to the distributing centres, there is a very small demand for finance-
on either account from the Indian banks. For storing purposes the
exchange bank is generally helpful, though in Amritsar some thought-
their combined interest and godown charges too high.

General.

So far as we can judge from the-evidence before us, there appears:
to be no difficulty in carrying on this trade under present conditions
end by present methods. But, i at any time Punjabis try to take a.
larger part in the foreign export trade, their efforts may conceivably
be hampered at the outset by the absence of an Indian overseas bank 3
but no opinion can be hazarded on the point at this stage.

108. Anmritsar is of such importance as a distributing centre for
piece-goods that it deserves special mention.
A banker estimates that roughly 90 per cent
of its imports are of this character.r They are imported not ounly
from England, but from France, Germany, Italy, Czechoslovaha, and
Japan? A detailed ‘account of the way the business is financed at each’
stage is given in a note kindly prepared for the committee by Lala
Asa Nand, M.A., Income-tax Officer, Amritsar3 Up to the arrival
of the goods in Amritsar the method is that already described.  The
trade is almost entirely financed by the exchange banks, and of the
two dozen merchants whose business runs into lakhs, only five or six
are paid to take advances from an Indian joint stock bank.2 From
the importers, goods pass into the hands of the wholesale dealers.
These sell through commission agents to the innumerable dealers who '
come to Amritsar from all parts of the central Punjab, and from the-
north as well, to restock their shops. The wholesale dealer is financed
partly by the importer, partly by Indian joint stock banks, and to a
small extent by indigenous bankers. The importer advances up to-
half the value of the goods at 6 per cent, and allows his accounts to rum
for four or five months, sometimes for much longer.5 Similarly the-
wholesale dealer gives the commission agent credit at 6 per cent, and
allows him ten days’ grace.® The commission agent on his side works:
on much the same system as the commission agents described in chapter-
VII. He too allows his clients credit at 6 to 9 per cent” on the.
understanding that payment will be made within a month, but in.
this case there is no period of grace.®

Amritgar Piece-goodss

1Ky, ii. 664.

$Fy. ii. 1056.

sNote' V. (p. 322).

4Ey. is. 631.

§Ev. l'i. 1059.

s Ev, it. 733.

1Ev, ii, 863 and 1069.

®Fy. . 733, 957 and Note F.
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It is clear therefore that the whole piece-goods business is largely
dinanced, directly or indirectly, by the commercial banks, for even
those who do not deal with them obtain credit from those who do.
In most cases dealers and commission agents have capital of their
-own; but, when parties are known to each other, credit is so freely given
chat a large business may be done almost entirely without capital.
The commission agents in particular supplement their resources by
taking deposits, generally from relatives and friends, and to some ex-
tent from shopkeepers. '

109. The effects of this long chain of credit are not always happy,
and some aseribe the overtrading and specu-
lation that has taken place of late to its baneful
influence. It can be understood that, when trade is brisk and prices
rising, many are tempted to order more goods than they can sell or
finance. And this applies not only to Amritsar, but to the Punjab in
general. More than one banker stated that in the higher ranks of busi-
ness credit and caution were improving,! but many witnesses were of
-opinion that in the lower ranks much harm had been done by an undue
expansion of credit which began with the post-war boom.2 This was
repeatedly stated in Amritsar, and a banker there informed us that
about 80 per cent of the traders had been carrying on their business on
borrowed capital, and many had suffered losses because the capitalists
-who were financing them stopped their advances® Many of the mer-
.chants we met elsewhere also took the view that credit facilities should
be expanded with caution. If, said those in Montgomery, small traders
got easy credit, * they work recklessly.” And the director of an im-
portant bank at Sargodha, who has much experience of business, thought
- that the traders there would not be the better at present for increased
.credit facilities *“ because they have speculative habits, and these in-
herited habits have ruined them.4” It would almost seem as if the
-expansion of credit was only less harmful for the trader than for the
-cultivator, and that, just as it has involved the cultivator in a great
increase of debt, it has also involved the trader in losses which he might
.otherwise have escaped. Our conclusion, therefore, is that credit
facilities are sufficient for those who can use them wisely,® and that
‘what is wanted for both cultivator and trader is not more credit, but
Dbetter credit. - =~

18ee, for instance, Ev. pp. 631, 674.

2y, pp. 19i-92, 194-95 and 738. Cf. Ev. pp. 537, 688.
3Fy. is. 630-31.

6ko, sé. 1088.

5Cf. Ev. ii. 630.

Credit Facilites.




CHAPTER IX.—SMaLn INDUSTRIES.

110. Qwing to the very limited time at our disposall and to-
the large number of other questions
which we had to deal with and which we-
thought more pressing, we found ourselves unable to-spare much
time for the consideration of industrial finance, and the only industry-
to which we personally paird any special attention was weaving. By
the courtesy of the Director of Industries and of the Registrar, Co--
‘operative Societies, we were, however, able to have special enquiries.
made into the finance of the following industries :—
(1) The cotton-ginning, oil-milling, iee-making and flour--
milling factories of Lyallpur ;
(2) The iron foundries of Batala and Ambala ;
(3) The sports gear industry of Sialkot ;
(4) The cutlery industry of Wazua.bad N1za.ma.ba.d and’’
Bhera ;
(5) The hardwa.re industry of Gujranwala ;
(6) Hand-loom weaving ;
(7) Tanning ; and
(8) Country shoe-ma.kmg
The resnlts of these enquiries will be found in note P2. They suggest-
that, whereas organized industries, such as cotton-ginning and flour--
mth.ng, can finance themselves without serious difficulty at 9 to 12
' per cent, cottage industries have usually to pay from 12 to 24 per
cent, a.nd sometimes more. This is a serious handicap which, it is:
generally agreed, can only be removed or mitigated by eco-operation.
The enquiries suggest further that the weaving and tanning industries.
are definitely on the decline.

111. Weaving is much the most mportant cottage industry in.
the province. According to the last census,
the number of persons supported by the«
textile industry in 1921 was 896,026. A more definite estimate puts
the number of hand-loom weavers (actual workers) at 192,344.%
These include the most heterogeneous elements, e.g., Pathans, Jats,
Awans, barbers, minstrels (mirasis) and tanners. During the-
Swadeshi movement even Brahmins and Khatris took to it, and it
may be said that the notion which was once prevalent amongst ortho-
dox Hindus that weaving was a menial occupation has lost much of
its force. In the western Punjab they are mostly Muhammadans,
but in the Ambala Division they are nearly all Hindus. It seems that
superior fabrics are generally woven by Muhammadans, and the-

iExplained in paragraph 6.
sp. 274.
3sMul Raj: The Textile Industry, Pun]&b Industrial Monographs, 1929, p. 1.

7

General.

Weaving.
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-coarser by Hindus of the lower castes. The explanation of this is thas
the Mubhawnmadans are hereditary weavers, while Hindus are still
comparatively new to it The value of the goods woven every
_year is estimated thus—

Rs. (lakhs).
Cotton .e . . .. 2374
Silk .. . .. 383
Wool .- .. .- .- 4

112. The common method of fivance is for the capitalist who
Financo. g;:'l; o:l;oops“aﬁi Va:ll the important weaving:

. give out work to the weavers
-on the piece-wage system, and keep a large stock of cloth for export to
places outside the provinee.5” Under this system the weaver obtains
hig yarn from the middlemzn on credit on the understanding that
the finished products will be sold through him. The system is subject
to all the disadvantages incidental to such arrangements in this
-country ; that is to say, a high price has to be paid for the yam, and a
low price accepted for the cloth. But there are compensating advant-
.ages. In the first place, a weaver can work without capital. Secondly,
‘both in the purchase of his raw material and the sale of his finished
.products, he deals with one man only. Thirdly, he is secured an out-
Jet for his goods. Of these advantages the last is much the most im-
-portant, since marketing is the great difficulty that confronts the
-weaver when he tries to act independently, which now he does not
-often try to do.

113. In the hope that it might be possible to free the weaver
i from the disadvantages of dealing with a

Marketing. middleman, and at the same time retain for
him these advantages, about 200 co-operative societies have been formed
for financing weavers. So far as the sapply of raw material goes, these
-gocieties work on much the same principles as the middleman, buat
at rates which are estimated to be 15 to 20 per cent cheaper. Up
“to this point therefore the weaver who joins a co-operative society gains,
-and be still has the advantage of being able to work with the minmmum
-of capital and with a single agency. But, when it comes to marketing,
he only gains when it is possible for his society to market his goods.
Unfortunately, in spite of repeated experiments, all efforts to do this
on any considerablo scale have failed ; and in nine 2ases out of ten he
:is left to market his goods himself.¢ Here he 1s at a disadvantage for,
-except in so far as he can sell in his own or in neighbouring villages,
:he is forced to employ a middleman, and the middleman naturally

1We are indebted for these particulars to the monograph quoted above ;see also
mote P , part 6, p. 291.
2fbid. p. 12,
3Ibid. p. 22.
sIbid. p. 28.
SIbid. p. 48.
¢ Ev. . 338.
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gives him less favourable terms than the weaver who deals with him
throughout. Even so, however, the balance of advantage appears to
lie with the co-operator. We were unabls to obtain statistical proof
-of this, but the co-operators we met at Multan and Jullundur seemed
in no doubt that on the whole they gained by co-operation. This
gain would doubtless be much greater if the marketing problem could
be solved, and, in comparison with this, finance is scarcely a problem
at all. The Co-operative Department is well aware of this, and is
doing its utmost, within its very limited resources, to solve it. Wherever
possible, it organizes sale societies, and does its best to obtain orders
for members from Government departments, ete. A new departure,
initiated in 1929, is the starting of a Sales Depot in Lahore under a
manager specially selected for his business eapacity. It is too soon to
Jjudge the results of this. ¥or the moment, with the return of the
Swadeshi movement, the weaver’s prospects are brighter than they have
been for some years; but be can hardly count upon receiving more
than a very temporary advantage from this, since he is finding it
increasingly difficult to hold his own against the competition of the
‘machine, and the spread of the machine is likely to proceed inde-
pendently of political movements.

114. This brings us to the third aspect of the problem. As we
] . . have seen, the question of finance is bound up
Tochnioal Equipment. in the question of marketing; and the ques-
tion of marketing is itself ultimately bound up in the question of technic-
al equipment. Upon this we are not competent to write, but we re-
«ceived evidence from two important witnesses, the Director of Indus-
tries and the late Principal of the School of Arts and Crafts (Mr. L. Heath,
LES.). Both of them agree that the ordinary weaver is unable to
-adjust himself to the profoundly changed conditions of to-day through
his lack of technical equipment. But, though they agree on this
point, they differ greatly as to the remedy. Into this question it is
unnecessary for us to enter, for all last cold weather Mr. Heath was
-on special duty enquiring into the conditions of the weaving industry,
and ho has just submitted a report to Government giving his
conclusions on the subject. This report was submitted too late for us
4o have the advantage of seeing it.

115. That the problem of the weaver demands the close attention
. of Government can hardly be doubted. From
Eamioge. time immemorial he has been an essential
element in both wurban and rural society, and no element in
either society has perhaps suffered more from the advance of indus-
trialism. All agree that he now supports himself with difficulty, and
even the skilled Muhammadan worker, who produces silk fabrics
-(daryai, lungis, eto.) only earnd from ten to fourteen annas a day,
being greatly prejudiced by the new vogue for artificial silk. The
unskilled weaver, who produces khaddar, khes, durris, etc., fares much
worse, and earns only five or six annas a day! This is but a bare

1Note P. , . 291,
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subsistence wage, and he and his family are ‘‘always just on the
verge of starvafion.”t The result is = * innumerable cases of im-
poverishment and permanent indebtedness.”* The weaver who would
escape this is almost obliged to take up other work, and in the village
is often able to do so, helping in the fields when the harvest is on, and
at other times working as a coolie. Normally, women help the men
only in the preliminary processes of winding, doubling, and warping,
but in some western districts (Multan, Dera Ghazi Khan, Shahpur, and
Jhelum) they are showing a tendency to do the actual weaving itself,
presumably to add to the family’s earnings.2 If in urban areas the
middleman eontrols the weaver, in rural e 13 co::trolled by the zemin-
dar. The zemindars * dictate their own terms, and eat up & good
deal of the profits.””® As a result of being at the mercy of others in
both town and country, the weaver has little finanoial sense, and saves
nothing in times of prosperity. Having neither thrift nor, enterprise,
and be'ng entirely unorganized and temperamentally * slothful and
easy-going,” he is generally without any permanent resources, and his
customers frequently ** complain of his lack of promptness in carrying
out their orders, and of his practice of debasing the yarn supplied tc
him.” The result is ‘' a growing preference for mill-made .cloth,
which has the advantage of being obtainable ready-made and af
cheaper rates.”? The effect of all these factors is that many,
weavers are giving up weaving, and some of the middlemen, too
are giving up dealing with weaverst,

116. At ourinstance special enquiries into the condition of weavers
were made by eco-operative industrial
inspectors in five villages in five different
districts. Their reports show unmistakably that in these villages the
- industry is declining. The reasons given for this are what might be
anticipated : competition with foreign imports, which are cheaper and
finer than the ordinary coarse hand-woven fabrie and more agreeable
to the taste of the day ; and want of organization, the industry being
run on primitive lines. Of one village in Sialkot, the investigator
reports that many weavers are migrating to the canal colonies, and that
out of the 66 left only two can be called independent workers, 4.e., men
who live by weaving alone. The remaining 64 either have some other
subsidiary occupation or do piece-work for zemindars. Eleverr out of
the 40 families work merely with the material supplied by their cus-
tomers. Hardly able to earn the bare necessities of life by their pro-
fession, they are compelled to supplement their resources by other
means. Some sell sugarcane, melons, and mangoes in their different
geasons ; one sells meat in the village, another drives a tonga and a
third works as a mason. In one family two cultivate land, and only

Special Enquiries.

2[bid, p. 3.
aIbid, p. 6.

- sIbid, p. 8.
4Ey, . 334-35,
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one weaves. On the financial side two factors were found to pre-

Judice the industry : the high rates of interest, especially for the pur-

«hase of improved implements ; and the financial dependence of the

weaver upon the middleman. As to the former, it is significant that

_.in only one village was any improved appliance in use, and for that
Rs. 40 had been borrowed at 13} per cent. ' '

The statistical data of the five enquiries are epitomized in Note P,
{p. 299). The more important points are these—

(a) twenty-nine out of 412 families (7 per cent) have given up
the industry, and only one has taken to it ;

'(b) in four villages containing 162 families only 25 (15 per
cent) are free of debt, and in the fifth village not more
than 5 per cent are said to be free ;

(¢) in all five villages debt averages Rs. 106 per family ; this
may not be heavy in volume, but it is probably heivy
in proportion to resources ; and )

(d) interest rates vary from 12} to 87} per cent.

Where an essential feature of an arrangement between debtor and
creditor is that goods should be sold through the ereditor, interest
rates are difficult to caleulate with any precision. Corsidering, how-
wver, that a large part of the debt appears to have been incurred for
-carrying  on the industry, so far as they exceed 12 per cent, they
.are clearly high and must be a serious addition to the difficulty of
‘producing at a profit. It is this aspect of the problem which is
‘most successfully dealt with by co-operation. :

117. Though co-operative societies have so far barely touched
the fringe of the problem, there is- general
agreement that co-operation promises the
-only possible solution or mitigation of it. We understand that the ques-
tion is under consideration whether co-operative societies for the
.assistance of cottage industries should be under, the Registrar, Co-
operative Societies, or the Director of Industries. Though we agree
‘that all technical teaching and training must be proved directly or
‘indirectly by the Indastries Department, we think that the societies
themselves should remain under the undivided control of the Regis-
trar. Wo are led to this conclusion by the consideration that, as
wlready pointed out, thera are three aspects of the problem ;
‘finance, technical organization, and marketing; and only one of
these—technical organization—concerns the Industries Department.

Co-operation.

118. Co-operation not only helps the weaver, but to.some small
. extent assists many kinds of artisans, e.g.,
~Shoe-making. shoe-makers, tanners, carpenters, furniture-
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makers, dyers, coppersmiths, ironsmiths, and even goldsmiths. The
most important of these is the shoe-maker, and, to obtain some idea of
his financial position, we had enquiries made in three villagesin Sial-
kot, Jhelum, and Karnal on the same lines as those described above.
The enquiries showed that, though the shoe-maker is distinctly better
off than the weaver, he does no more than hold his own against adverse
and changing times. In these three villages the number of families
engaged in shoe-making had not decreased, but their position was
less secure than it was. The reasons assigned for this are—

(3) The change of taste and fashion. The demand for country
shoes is diminishing every day; * boots” are taking
their place, and members of the younger generation are
often ignorant of the old fashions. i

(%) The shoe-maker, having no facilities for learning the art of
boot-making, finds it difficult to adjust himself to the
new demand. >

(vi1) The consumer will pay more for ¢ boots ” than ecountiry
shoes, because they are more fashionable, comfortable
and durable, and cooler in summer and warmer in
winter.

According to old custom, the village shoe-maker prepares shoes on
order, and receives his customary dues at harvest-time ; he also mends.
the village shoes, and is given in return things like fuel, vegetables, and
green fodder free. He depends for his living almost entirely upon the
cultivator, whose good and bad fortune he shares.

The statistical results of the three enquiries are given in Note P.
(p- 806). They embrace 200 workersin 138 families. Only 19 per cent
of the families are free of debt, and in the case of the others debt aver~
ages Rs. 287 per family. For all families the averageis Rs. 232, which
is more than twice as high as the corresponding figure for weavers
(Rs. 106). The difference 1s an indication of the superior position of
the shoe-maker, for he would not be able to borrow so much unless:
his credit were reasonably good.

119. The Punjab Industrial Loans Act was passed in 1923 “ to-
enoovregeindustrial developments.” Assuck,

The Punjab Industrial jt gppears to be analogous to the- Land
Loans Act. Improvement Loans Act, and its rate of in-
terest (6 per cent) is the same. It was not used till 1926, and has not
been much used since. In four years only §9 loans have heer gaven, and
the total amcunt outstandicg at the end of 1529-80 was 2.53
lakhs. As s financing azency therefore, it is on about the same lovel as.
one of the twelve mertgage banks described above, with this differerce,
bowever, that the mortgsge bank normally operstes in a single tehsil,
and this is intended for the whole province. Loars are generally
Jimited to Rs. 10,000, and only twice has this amount been exceeded.



83

The minimum loan is Rs. 500, which appears to us o be too high,
oconsidering how modest are many of the enterprises involved in cottage
industries. As in the mortgage banks, the maximum period of loan is
ten years, but the average period is only five.

The Act has been working for tco short a time, and upon tco small
a scale, to judge its utility. Whether it suffers from the disadvantage
of involving Government in financial loss, as was found to be the case:
with the Agriculturists Loans Actl, and possibly with the Land
Improvement Loans Act,? it is difficult to say; but, from what the
Director of Industries said on the subject, it appears to be possible.? If
80, either the rate of interest will have to be raised or its use restricted.
In this connection we would endorse the following opinion expressed
by the Indian Industrial Commission in their report in 1917 : ** All
schemes for Government loans to industries should be worked with
the object of handing over the business o a suitable banking ageney
in due course, and the interest on these loans should accordingly be
fixed at a rate which would render this course possible.”4

* Paragraph 42.

* Paragraph 70.

3 Ev. i, 4041.

¢ Industrial Commission Report, 1918, p. 186.
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CHAPTER X —ReMiTTancEs FaciLities aNp INSTRUMENTS OF
CrEpiT.

Remittance.

120. A society whose business transactions have reached the stage
© of the excha,nge of commodities on the basis of
_ prices fixed in currency and money, and in which
the easy transport of commodities and services is made possible by the
" introduction of railways and roads, requires some means of transporting
or remitting money - from -one place to-another at as low a cost as
woircumstances permit, This is of special importance to the Punjab, for
crores of rupees have to be transmitted or remitted every year from
outside or inside the province to meet the following requirements :—

Introductory.

(1) to pay the price of commodities imported from outside for
consumption, manufacture, and retransfer ;

(2) to remit the savings of Punjabis who are serving in various
capacities all over India and in many different parts of
the world ; and

(8) to receive payment for the exports of its agricultural produce,
hides, skins, wool and timber, and to a Iesser extent of the

. products of its arts and crafts, its manufactures, news-
papers, books, ete.

-

As there is no organization for the perfect adjustment of all these
debits and credits, currency and coin - have to be repeatedly transmitted
to and received from the same places. To give a complete picture of
this phenomenon is impossible ; but, if its main outlines are borne in
mind, it will be realized that it is worth while giving careful considera-
tion to the question of costs, which inevitably fall upon the consumer,
and to study whether they can be reduced from their present level.

121. The existing remitting and transmit-

Remitting Agencies. ting agencies are the following :—

(7) the post office, occasionally helped by its subsidiary, the
telegraphic system ;
() the railway, by means of which coin can be transported ;
(#43) the Government treasuries, which supply ourrency trans-
fers and supply bills, assisted by the Imperial Bank of
India, which keeps the currency chests wherever it has
a branch ;
(w) the Impenal Bank of India ;
(v) the joint stock banks;
(vi) the indigenous banks and bankers ;
(vii) the trader and, the merchant ; and to a small extent,
{vi) the co-operative central ba.nks

84
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122, Of all these systems for remitting money the money order

: system of the post office is the most extensive,

o,g:f:_ Office—Money and operates throughout the length and

breadth of India. There are in the Punjab

8,078 post offices handling this business. The smallest sum' that can

be remitted at one time is an anna, and the maximum, Rs. 600 ; and
remittance fees are as under :—

- : ) Annas..
Amount not exceedmg Rs. 10 2
Amount exceeding Rs. 10, but not exceedmg Rs. 25 4
Each complete sum of Rs. 25 .. . 4

The remainder, if it—
(a) does not exceed Rs. 10. . . . 2
(b) exceeds Rs. 10 . e 4

For money remitted telegraphically, the same fees are charged plus
ordinary telegraphic charges.

Witnesses before us represented that the foes were t00 high,
especially for the initial sum of Rs. 10, and for larger sums than Rs. 100.
We are aware that at present the post uffice is running at a loss.
Nevertheless, we suggest that the minimum charge of 1 anna for
Rs. 5 or less should be reintroduced, and that there should be a sub-
stantial reduction in the rates for sums higher than Rs. 100, for we
believe that these changes will attract business, particularly from.
merchants, since post offices are far more widely spread over the country
than any other agency. They might -also reduce the volume of
currency required for circulation and the use made of the insured
Ietter.

123. Postage is payable according to_the weight of the letter plus

" 2 anpnas for every Rs. 100 or less of insured
Insured Letters. value. The syst?rtn is much used for the trang-
mission of currency notes, which are usually sent in halves under a
nominal valuation to savé commission. The difficulty of recovering the
value of the notes if lost militates against the popularity of the system,
but merchants use it for its great convenience in sending money to places
which have no other remittance facilities. .
124, In this connection we should like to draw the attention of
German Postel Ch Government to the postal cheque system
System, °3®  which is in foree in Germany, and apparently
also.in Switzerland!, and which is described
innote Q 2. We think that, if it could be mtroduced into India, it
would be of immense va.lue to trade and commerce.

125. For long-distance journeys the actual transmission of coin

L. . is only possible by rail, but, when not properl,
Transmission of Coln.  150ed Pa.tter aZd not fully- declall')ed,p t.hlz

1 Ev. i. 1003,
P 308.
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involves the sender in certain risks. Various devices are “adopted to
escape the payment of the proper railway charges, and it wouald be of
-asgistance to trade if railways would take a larger risk at a smaller cost.t

126. Fortunately, the use of coin in business transactions is
Replacoment of Coin b steadily on the decline in both urban and rural
Noter coment of Loln BY  greas. Before the war the cultivator prefer-
N red payment in cash to payment in notes.
" Now it is the other way round. Mr. Owen Roberts, who makes
large purchasvs -of grain on behalf of the army, states that 25 years
ago he used nothing but silver, and now uses nothing but notes. Out
of the very large payments that Mr. W. Roberts has to make round
Khanewal loss than 10 per cent is made in cash as against 25 per cent
when he went there nine years ago®. The cotton-picker in this area
still prefers to be paid in-silver, but in the Okara tehsil, at the other end
of the colony, small notes are so much in demand at harvest-time
“ that they sell at a proemium?, and in the Tarn Taran tehsil the same
is the case with the large.t A consequence of the change from cash
to notes is that the chief carrier of currency is no longer the railway, but
the post office. This has reduced the cost of finance, and incidentally
the cost of marketing. In regard to this, Mr. Owen Roberts says that
ap to 1908 all exporting firms allowed % per cent for local exchange,
and that the allowance was reduced when currency transfers were
introduced, and again’ when notes came into common use.

127. Under the provisions of the currency law, the Government
Supply Bills treasuries and the Imperial Bank of India

PRy ST, are authorized to remit money on currency
account in even sums of a hundred rupees at a charge of one anna per
cent for sums of Rs. 10,000 and over, and of two annas per cent for
less ; the minimum sum that can be sent is Rs. 1,000. Very little
advantage is taken of this facility. In the three years ending 1928-29
only eight lakhs were remitted, and only 8 out of 29 treasuries
made any remittance. The reasons appear to be, firstly, the exist-
ence of the facility is not generally known ; and, secondly, the procedure
involved in obtaining a supply bill is neither expeditious nor simple.
No effort seems to have been made to make supply bills better known or
to encourage their use. Potentially, with 29 treasuries and 91 sub-
tréhsuries in the province, the possibilities are great ; nor should the
provision of funds present any serious difficulty since all but one of
these 120 treasuries and sub-treasuries have a turrency chest, and the
total amount deposited in all the chests in the Punjab amounts to several
crores. As to procedure, at present no supply bill can be issued without
the sanction of the Currency Officer at Lahore. We doubt whether

10n the North-Western Railway, treasure cap be carried either with the owner
in his compartment or in the brake-van, and the usual free allowance of luggage
is given acoording to the class of ticket held. Any weight in excess of the free
allowance is charged at the rate for treasure.

2Ey. 4, 936,

aIbid, p. 916.

41bid, p. 1063,

-
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this is necessary in every case and recommend that the question of
dispensing with it in the ease of surplus treasuries should be considered,
subject,.if necessary, to a suitable maximum limit. Considering, too,
the great importance to business of .cheap and abundant remittance
facilities, we recommend further that the rate for supply bills be reduced.
The last reduction was made in 19212
128. The Imperial Bank does remittance business both on its own

The Tmperial Benk, account and as the representative of the Car-

, pe rency Department. The currency rules fix the
remitting charges at half an anna per Rs. 100 in the case of banks, and
at one anna in the case of merchants ; but this distinction is not always
maintained: For its own branches, the Imperial Bank’s charges have
been recently increased, and faeilities for its regular customers have heen
reduced. We received a complaint that higher rates were charged.
from indigenous bankers than from commercial banks. The explan~
ation of this (given us by the Manager, Northern India Branches) is that
charges-are scaled to the volume of business offered, and, if commercial
banks get better terms, it is because they offer more business.

129. Joint stock banks afford facilities for remittance at compet-
itive rates, which depend on demand and sup-
ply. But, apart from what has just been said,
the only facility they enjoy is that the interchange of funds between
their own branches can to some extent he avoided. They have to
compete in rates with the Imperial Bank, which has “special facilities
of its own ; and, in ports and important business centres, with the
exporting and importing firms which enjoy certain facilities through
the interchange of commodities. In order therefore to meet their
own requirements, and adjust accounts with other banks and with
their own “branches, they have to resort to insured letter post, to
remittances t.hxough the Imperial Bank, and to supply bills. But,.
a8 anelement of risk is involved in the first, and eompetitive
rates apply to the second, and difficulties exist in regard to the third,
banks are hampered in fully developing this side of their business.

130. The indigenous banker used to render assistance for remit-
. tance, but, with his decline, which is deseribed

Indigenous Bankers. in Chapter XIII, the public have fewer facil-
ities than before in places where joint stock banking has not yet made
its appearance.

181. The trader and the merchant who have family connections
with eommission agents, or have many
branches, are keen eompetitors of joint stoek
banks since they can adjust their remittance accounts by the inter-
change of commodities. In this way the trader can sell remittance
«cheaper when he requires ready cash to pay for his purchases or
.consignments. - Joint stock banks eomplain of this, but, as the trader
benefits, we can make no recommendation in favour of the banks.

Joint Stock Banks. _

Trader and Merchant.

3 Feo. §. 56.
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182. To a very sinall extent the Central Co-operative Banks have

. entered this field, and they are now consider-

Central Co-operative Banks. 30 introducing & system to allow of one
bank drawing drafts upon another.

Before we leave the lubJect of remittance, we may note that
‘competition has the same effect in this sphere as in other spheres of
business. If only from this point of view, it i3 most desirable that
the remittance facilities of the province should be increased. In the
Multan district, which is backward in this respeet, the British Cotton
Growers’ Association do something to remedy the deficiency by sell-
ing demand ‘drafts on the Jmperial Bank at Karachi* But there
are not many organisations in the province capable of doing this, and
towns like Rohtak (25,240 inhabitant:) and Bhiwani (88,270) which:
have no commercial bank, are at a real disadvantage eompared w1th
other towns.

InsTRUMENTS OF CREDIT.

133. The exchange of commodities or barter is the first rung
on the economic ladder; the use of money

the second, and coined money the third ;
credit or paper money the last. As the interchange of commodities

develops under the influence of improved transport, more and more
money is required, and the use of the precious metals comes to be
regarded as a costly and inconven'ent process. Resort is then had

to currency notes and credit instruments, and credits are adjusted

by their interchange. These instiuments have two important charac-

terigtics ; their easy negotiability, which is fixed by law or custom ; -
and their cheap production. Various safeguards and standards have

to be fixed, inorder to ensure their genuineness and their proper
. legal transfer. Credit instruments may vary with the country, the
trade, and even the stage of trade. They are fully deseribed in

legal and economic treatises; and happily all we are required to do

is to review certain features of the documents commonly in wuse in

the Punjab, and to point out the changes and improvements which

we consider necessary for their larger, safer, and more effective use.

184. The documents of this character

in use in the Punjab, are:—

(3) Promissory notes ;

{(i3) Cheques;
(#44) Bank drafts ;

(w) Hundis, and Bijaks ;

(v) Demand drafts or Hundis acoompa.med by railway re-

ceipts.

General.

Instruments in Use.

*Eyv. i, 937.
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The use of the debenture is rare and internal bills of exchange are
practically unknown, -while bills of lading are only handled in con-
nexion with the overseas trade.

135. The promissory mnote is the simplest of all negotiable
instruments, its language 'is practically fixed,
and its legal formalities are few. It need
not be witnessed, but may be signed in the presence of another, i.e.,
thg manager of a bank or the drawee. It should be dated, and
written on one side only of the paper. It should also be stamped with
four one anna postage stamps, all of which ghould be cancelled at the
time of execution. The document is payable on deméand, and ifs.
negotiability is secured by the use of the words “ or order ”. Though
payable on demand, it can remain in ecirculation for three years, and
ean change hands without any further stamp duty having to be paid,
if the words ‘ pay to A or his order’ are endorsed on its back every-
time. These words are generally written in English, but are now
sometimes translated into Urdu and Hindi, * hukum ’ being used for
the word ‘ order ’. -

Promissory notes.

. The pronote has largely replaced Hundis (both darshanis and
muddati) and helps in mounetary transactions between lender and
borrower, between banks and their e.ients, and sometimes between
sellers of goods and purchasers. It is rarely, if ever, endorsed ; it rare-
ly has any circulation, and it is not much used by the shopkeeper ;.
but in wholesale business it is used with an understanding (verbal
separately or written) as to when it is to be retired.

If the stamp duties on muddati hundis (indigenous usance bi'ls of
exchange) were the same as the stamp duty on a pronote, the distine-
tion between the two documents would probably soon disappear, and
both might come to be used alternatively to suit the circumstances
of tke particular case. It would be an advantage to trade if the circu-
lation of the pronote could be increased. The chief obstacle to this is
the difficulty of ascert.ining whether interest has been paid or not ac-
cording to the stipulated rests. If it becume the custom to enter in-
terest payments when paid on the back of pronotes, it would greatly
facilitato circulation, for then their exact value, which necessarily varies
with tke amount of interest due, would be readily ascertainable. For
this purpose pronotes would have to be sent from time to time to the
drawee to have the interest payments entered.*

136. In the Punjab cheques are coming more and more into use,
because they provide evidence of payment at
the'hands of a third party which is generally
a bank, and only very occasionally a banker. If the payments are to
order, the cheques can be endorsed to another party by the drawee and
80 on ; but their field of eirculation is limited, since money which may be

Cheyues.

*For specimen promissory note see Note 0. (p. 273).
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lying in the bank to the drawer’s eredit may at any moment be with-
drawn by the drawer of the cheque or appropriated by the bank to some
other demand, or attached by a court of law, andso forth. Banks
generally allow six months for the presentation of a cheque, after which
they require a fresh cheque to be drawn. If cheques are “ to order, ”
banks have to be responsible for the identification of the payee, who is
the last endorsee or the drawee. They have also to satisfy themselves
a8 to the signature of the drawer.

If a cheque is made payable to bearer, it can change hands without
an endorsement, and ean be presented by any person at the eounter for
payment. The payee’s signature and address are sometimes taken on
the back of the cheque by cautious cashiers, but there is no legal warrant
for this. As in the case of cheques payable to order, the drawer’s
signature has to be compared and identified.

: A bearer cheque can be used as currency for some time, but this is
rarely done, as it postulates conditions of trust and a generally ae-
<epted belief in the financial position of the drawer. Unfortunately,
at present this confidence is not general. The prospects of bearer
cheques serving as temporary eurrency are not, therefore, very promis-
ing ; but to encourage their use in this way, we are of opinion that
<heques once drawn payable to bearer should remain so indefinitely,
and that legal effect should be given to this.

Both order and bearer cheques are sometimes erossed for purposes
of security. The right to do this should continue as at present.

137. Like hundis, bank drafts may be drawn either at sight or a$
Bank drafta s0 many days’ notice. In general practice they

” are ‘on demand.” They are worded like an order
cheque and do not require to bestamped. They are used by bankers
on their own branches or correspondents and can change hands by
endorsement. Theoretically, they can be kept in circulation for somse
time, but in practice this is unusual. In other respects the bank drafi
resembles the cheque, but with this difference that the name of the
branch of the bank or correspondent concerned is written below the
body of the document on the left hand side, and the amount for which
it is drawn is written in figures in the top right hand corner and in letters
in the body of the document. With a fuller appreciation of the value of
time and of economy in costs, bank drafts may come to be used as
currency for some time before payment is demanded at the eounter,
but there are no signs of this at present.

138. In the Punjab, as in India, the hundi has been the imme-
. morial document of credit and the principal

Hondss. negotiable instrument by which remittance
<could be most surely made and debts most satisfactorily adjusted.
Having a universal currency in a country of very large area, and being



9

vnttmmd;ﬂ'emntehuutmmdlanguagm,mdgovemedbyms&oml
-arising out of various environments, it differs from place to place in re--
gard to :— -

(3) its wording,
(3s) the time and mode of its presentation for- aooeptanoe and
payment,
(ﬁc‘) the hours during which payment ean be demanded,
(tv) days of grace,
(v) observance of holidays,
(i) the procedure to be followed in the se of—
(a) a lost hundi,
(b) & dishonoured hundi.

'E{reninasinglepmvhfeethecustoms with regard to these
points vary with the loeality ; and in an age in which economy of time
and certainty of procedure are essential features of business life,
these variations militate against the use of the hundi. The remedy is to
standardize the essential features and to produce a docuament simple in

and terms and eapable of ecirculating under definile and
clearly defined conditions. As this affects the whole of India, the

pedessary legislation would have to be passed by the eentral legislature.
‘Weo recommend that this should be considered.

139. Examples of hundis as executed and -

tption. drawn in the Punjab are given below :—

28 () Bt J oA e Jede e - (1)
)i "Il—..,hlj o £ g Jd U;lt’E))?u\.S‘d
uoo-_duf 21 gl (3 AP R iy ) Gyl Heee dy )RS
o) e e P P GEEY gy ) AT A 0O
NSRS 7 CINCIVSI Sy &Y

2h 1 B IS N B ey b e g (1)

S S b L Js W U""IG‘:"'L_;!‘))"gtd
I Ayl Teee ))J“y‘;lr—)\-?wuﬁw:\h
£l B SN 6 g ) s 8) e Lo Sed ym ity ) e
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Translation :—

Written to Lala Bebari Lal-Bakhshi Ram, Lahore, by Behari Lal~
Prem Das ; Greetings. Hundi one for Rs. 1,000 in words Rs, one-
thousand, is written on you ; to be paid to Lala Shankar Das-Badri
Mal, Lahore, after 180 days.

Phagan 6th, 1986. . Sign—

Written to Lala Behari Lal-Bakhshi Ram, Lahore, by Shankar-
Das-Badri Lal ; greetings. Hundi one for Rs. 1,000 is written on
you in words Rs. one thousand, one half Rs. 500 double of which

. has been deposited with us by Lala Dewan Chand-Kanshi Ram,
Peshawar, on Phagan 4th, 1986. To be daly paid in cash at Lahcre.
. to the Shah Beopari (bearer) immediately on presentation.

Phagan 4th, 1986. Sign:

Written to Lala Behari Lal-Bakhshi Ram,” Lahore, by Lala.
Shankar Das-Badri Lal, greetings. - Hundi one for Rs. 500 is written
on y u in words Rs. five hundred, half Rs: 250 double of which has-
been deposited with us by Lala Dewan Chand-Kanshi Ram, Peshawar,.
on Phagan 12th, 1986. The sum to bo paid on sight to the Shah.
Beopari at Lahore.

Phagan 4th, 1986. Sign

140. As elsewhere, hundis in this province are of two kinds..
Muddati and darshani One is the muddahi hundi. This matures after
hundis. 8 fixed period specified in the hundi itself,.
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and on maturity is retired on presentation after certain days of gra

. - _days 00,
which vary in number. The modes of presentation also }:mry.gtTh:)
second is the darshani hundi, which is payable on demand or at sight.

In this ease, too, custom varies in respect of presentation, days of
grace, etc. ’

141. Thestamp duties to which hundis are liable are ’gc.wemed by
elaborate provincial rules and are the same

Stamp duties. as those payable on bills of exchange. The
following- are the rates for all India.
) PROPER STAMP-DATY.
Description of Instrument. K drawnin | I drawnin
£ drawn set of two, set of three,
singly. for each for each
. ° part of the part of the
set. set.
Bill of Exchange. .
.Where payable otherwise than on de- .
mand, but not more than one year '
after date or ight—
Rs. Rs. A. P, ,
If tho amount of the P, Rs. A, P. Rs. A, P,
bill or note does not -
exceed . . 200 030
If it exceeds Rs. 20 020 010
and does not exceed 400 0 60
If it exceeds Rs. 400 080 020
and does not exceed 600 090 0 & .
If it exceeds Rs. 600 . 0 030
and does not exceed 800+ 012 0 060 040
If it exceeds Rae., 800
and does not exceed -1,000 015 0 08¢0 050
Jf it exceeds Ra. 1,000
and does not exceed 1,200 1 20 090 0.6 0
I it exceeds Rs. 1,200 ’ :
and doeg not exceed 1,600 1 80 012 0 0 8 0
If it exceeds Ra. 1,600 . :
and does not exceed 2,500 2 40 120 012 0
_If it exceeds Rs. 2,600 . .
and does not exceed 5,000 4 8 0 2 40 1 80
If it exceeds Rs. 5,000
and does not exceed 7,500 612 0 3 60 24 0
If it excends Re. 7,600
and does not exceed 10,000 9 00 4 8.0 300
Ifit exceeds Rs. 10,000 . )
and does not exceed 15,000 13 8 0 612 0 4 80
Jf it exceeds Rs. 15,000 .
and does not exceed . 20,000 18 0 0 9 00 6 00
If it exceeds Ra. 20,000
and does not exceed 25,000 22 8 0 11 4 0 7870
£ it exceeds Ra. 26,00t :
and does not exceed 30,000 27 0 0 13 8 0 900
And for every addi-
tional Re. 10,000 or
part thereof inexcess - .
‘of Bs. -- . - 30,000 90 0 I 4 8.0 300
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Below are givgn figures ielating to the revenue from stamp duties:
in the Punjab during the last ten years. They show a steady decline,
which dates almost from the date of raising the duties :—

Years. Rs. (000s).
1919-20 .. .e .. 71.1
1920-21 . .. .. 77.3
1921-22 . .. .. 66.1
1922-23 . .o T e 53.3 °
1923-24 .. .. .. 48.3
1924-25 .. . . 50.0
1925-26 .. .. .. 52.7
1926-27 ' . .. .. 50.1
1927-28 . .. . 52.9
1928-29 45.5

The present, rate works out a¢ Rs. 410-0 per annum per Rs. 100.
This is clearly high, end to add to the burden, its levying is aceompanied
with intricate formalities and an elaborate scale of rates. All of which
has combined to make the bundi unpopular, though it is a most useful
eredit instrument and has been in vogue in this country for ages. It
has been largely replaced in practice by the promissory note, a less use-
fu!l instrument, but with the two great merits of a uniform stamp duty
of 4 annas and great simplicity of wording. To make it an even better
substitute for the hundi, various devices bave been invented, such as
accompanying it with a verbal promise as to the time of repayment.
Almost every witness, therefore, who has spoken on the subject bhas
urged that the stamp duty on bundis be abolished altogether or reduced
to a nominal figure. We recommend the latter course, for, if the duty
is abolished altogether, devices will be introduced to deprive Govern-
ment of revanue in connection with other documents, unless the duty
“on all negotiable instruments is abolished simultaneously, and this may
not be desirable from the Revenue point of view. v '
142. The facilities afforded by Railways for the quick transport
Railway receipts accom- ©Of goods all over the country, and those given
ponied by demand drafts for correspondence by the postal and telegra-
or darshani hundis. phic systems make it possible to carry on
internal trade in all kinds of goods without personal touch between
buyer and seller. A need has, therefore, arisen for the easy and cheap
transport of money from place to place by some instrpmeént of eredit to
pay for the goods and produce handled. Accordingly, the prastice has
- sprung up, and is daily growing, of presenting to a bank or a banker
railway receipts representing the dispatch of goods. The receipts are
accompanied by a hundi or- draft on the purchaser of the goods or the
consignee, and are only to be handed over to him by the bank or banker
on receipt of the amount of the draff or the hundi. The banks have
begun to interest themselves in these transactions, taking them in B/C.s
(bills for collections) or in discounts (bills discounted), where the con-
signor of the goods (in other words the seller of the draft) is & known
and respectable party. The method is a convenient way of transacting



95

business between distant places and is growing ; but it is very undefined
-and involves certain risks both to the banks and the consignors of the

goods.

Diffoaltice. 143. The risks are these :—
(1) The railways receipt is not negotiable or transferable. In
* some eases this difficulty is got over by making the bank
or banker the consignee of the goods.

(2) The railway receipt gives neither a full nor a necessarily
correct description of the goods, and 'is not accompanied
by any invoice or deseriptive list. To remove this diffi-
culty -would require legal sanction, or an accepted com-
mercial practice introduced by recognised Chambers of
Commerco or Trade Associations. In the absence of this,
banks cannot well *accept responsibility for the quality,
quantity, and marketable condition of the goods.

(8) Banks and bankers run the further risk of fluctuations of
markets and changes in the financial position of the parties.

144. Tt has been suggested by some witnesses that the railway

receipt should be made negotiable; and one

A Banker's Proposal. experienced banker has given his opinion on
the subject in these words +— '

**The present state of the law, from the point of view of &
lender on the security of goods represented by a railway
receipt is not altogether satisfactory. Section 57 of the
Indian Railways Act empowers & Railway to withhold
delivery of the goods, where the Railway receipt is not
fortheoming, until the person entitled, in its opinion,
to receive them has given an indemnity against the claims
of any other person with respect to such goods. The
Railway does not hold itself out to the public or toany
body else that it never parts with the goods except upon

" the production of the railway receipt nor is it under any
duty to insist upon the return of such receipt. A rail-
way receipt is, therefore, not 8 good document of title and
can only be accepted by a bank as collateral security
in respect of drafts to which they are attached.

The result is that the Railway may in certain circumstances
deliver the goods without production of the receipt to:
the consignes, notwithstanding that he may happen to
be under an obligation in respect of & bill or draft and.
it was intended that he should not be entitled to receive-
delivery thereof from the Railway without discharging
such obligations. No liability will attach to the Railway
in such cases if it takes an indemnity. The indernity
which the Railway takes from the person to whom the
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éoods are delivered may be considered by the Railway to
be sufficient, but it may turn out afterwards that such in-
demnity is not adequate to cover the indebtedness on the
bill.
It seoms to me that if the Indian Railways Act were to be
" amended so as to afford a greater measure of protection
to the actual holder of a railway receipt, obtaining fin-
ance against such documents would be greatly simplified.
I would suggest a special form of railway receipt to be
issued, in duplicate or triplicate, to the consignor on
request, a condition of the issue of such receipt being
that the relative goods would not, in any circumstances,
be delivered up by the Railway without production of
either the original, the duplicate, or the triplicate of the
receipt. The receipts would clearly show that they had
been issued in duplicate (or triplicate) and would not,
of course, be negotiated by a bank, etec., in the absence
of the whole set. The duplicate, etc., could be posted so
as to catch consecutive mails and so avoid any delay
that might be oceasioned by miscarriage of the original.”

We would, however, go a step further and recommend that action
Do taken by the Chambers of Commerce, Bankers, and Trade Associa-
tions, and, if necessary, by the Legislature to remove or reduce the
‘risks mentioned above, and to enact definite rules and regulations,
iin order that this interstation trade may be placed on a firm, definite,
.and easily ascertainable basis. :

145. Debentures (bearer or negotiable by endorsement) have been
issued in the province by a few advanced busi-
ness concerns, to find funds at reasonable
rates of interest varying from 7 to 8 per cent per annum, but they have
not caught the market and are not generally understood. In the agri-
.cultural field they are almost unknown. The stamp duties to which
they are liable are described in Article 27 of the Stamp Act and are very
‘heavy. Inorder to encourageloanssecured by debentures against agri-
-gultural land, factories, and blocks of buildings, the duties should be
.considerably reduced. Public attention may then be attracted to this
-useful form of borrowing and of investing small amounts at good rates.

Debentures. -

146. Internal bills of exchange are practically unknown in this
province except in the form of advices, bank

e  drafts, and promissory notes, which have
already been dealt with.

Internal bills of
~change.

147. ** A bill of lading is & memorandum signed by the master or
captain of a ship, acknowledging the receipt

‘Billa of lading. of goods to be delivered by them at a certain
place, subject to certain casualties for

-which they are not to be answerable, those being provided
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for by insurance. The bill of lading is signed in three parts, one part
being kept by the consignor, another being sent to the consignee, and
the third is kept by the captain’ As the bill of lading confers rights
of possession, if lawfully obtained, the captain is justified in delivering
the goods to the person who presents it to him as the bill is transferable
by endorsement, unless it is presented under suspicious circumstances.
This document does not concern the localinternal trade of the provinte
but is mentioned asit is used by those who are concerned in the overseas
trade. By them it is fairly well understood.

3The Stamp Act, sect. 2 (4) (note).



CHAPTER XI.—Co-0PERATION.

148. For reasons already explained'—no effort has been made to
Progress made in satisfy- enquire into the general working of the co-
ing the financial needs of oOperative movement, but we have carefully
(a) Agriculturists, studied the last two annual reports of the Co-
operative Department and have examined many witnesses connected
with the movement, wherever we went, including the local Assistant
Registrar and a representative body of co-operatcrs. We have there-
fore had ample opportunity of judging the financial importance of Co-
operation to the province. Some indication of this importance has
been given in paragraph 19, where it was shown that the movement
had attracted over six crores (£4,500,000) in deposits and had enabled

" - 500,000 members of primary credit societies to acoumulate savings of

nearly 8% crores. This is the result of 25 years’ effort. The first fifteen
years were years of planting, experimenting, and much pruning : the
last ten of rapid development. How rapid this development has been
is shown by the following figures :— .

1919. 1929,

Primary credit societies (agricultural and non-

agricultural) . - .. 5116 16,493
Members .. .. .. . 146,936 506,186

Rs. (lakhs). Rs. (lakhs)

Working capital . - . 154 805
Advances by primary societies to their mem

bers {individual) .. . . 48 304
Recovered by primary societies .. . 39 202

Including interest and shares, the -amount recovered last year in
cash amounted to §30 lakhs. * With such figures in view it may well
be claimed that the co-operative movement is exercising an enormous
influence on the people of the Punjab.”® -

149. On one point we made.detailed inquiry. Wishing to obtain

some idea of the minimum finanvial needs of the

_Extent of finance gultivator and also to gauge to what extent
given. agricultural credit sovieties financed their
members, with the kind permission of the Registrar, wa asked all Assist-
ant Registrars to ascertain certain particulars from 20 to 25 per cent

1 Paragraph 1. )
Review of the Punjab Government on the Co-operative Societies Annual
Report, 1929, p. 2. Figures showing the inorease in the last five years will be found

in Statement 11 (p. 340).
98
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-of the sovieties in their cireles, and, for reasons which will shortly be
apparent, to distinguish between societies in classes A and B and those
in class C. The results, which relate to 1928-29, are given in detail in
Statement 17 and may be condensed thus :—

Class A and | Clsss Cilo-
I Societies. cieties, Total.
(1 Number of societies under i mquu'y 1.212 2,129 3,341
{2) Number of members 50,723 61,635 112,358
{3) Percentage of membersg—
(7) entirely free of debt . 14 11 13
() who did not horrow during !
the year (1928-29) 38 52 . 46
{4) Average number of lnans taken :
during the year- .. 15 1-4 1-4
'(5) Average amount of loan taken, Rs. 97 8. 88
+(8) Average amount of loan ontstand-
ing at the end of the year per—
(a) member indebted to his -
society, Rs. . 193 . 164 177
(b) member whether mdebted
ornot, Re. .. 163 143 152

In the Puniab societies are divided into four vlasses, A, B, C, and
D, of which A and B are efficient financially and more or less fully
-co-operative, C in varying stages of tutelage, and D in various stages of
decay. The latter were ignored entirely in the inquiry, sinee they do
little, if any, business and form, moreover, only 5 per cent of the total
number of vredit societies. Figures for A and B societies are given
-separately from those for C; for they are a good index of the finance
required by the better elass cultivator who both works well and deals
well. Incidentally the distinetion serves to bring out the fact that as
a whole the figures are a little partial to the movemant, for 86 per cent
«of the societies under inquiry belong to class A or B as against-only
19 per eent for the whole province. Subject to this, the ﬁgures may be
rega.rded as typical of agricultural co-operatlve finance in the Punjab,
since the number of members under i inquiry and the amount due from
them is over 25 per cent of the whole.

The figures bring out several interesting points. In the first place
only 18 per eent of the 112,355 members are free of debt. Thisis even
less than the percentage (17) for the 43,733 co-operators for whom
figures were collected in 1918-19.1 Secondly, though only 13 per cent
are free of debt, 46 per cent did not borrow at all during the year.
This can hardly be explained by the harvests, which were below normal.
A olue is afforded by another inquiry made through Assistant Regis-
trars as o the proportion of members who deal with both society and

3 Pb, Pst.; pp. 4, 5.

. H3
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money-lender. The results are given in Statement 11 (table VII), and
show that even in A and B societies a certain number, estimated by
most at 20 per vent or more, deal with both, while in C societies the’ esti~
mate is twice as high. Thirdly, on the average, members take about
three loans each in two years and generally from Rs. 80 to Rs. 100 at a.
time. One more point may be mentioned. At the end of the year the
amount due from each member who was still in debt to the society
averaged Rs. 177.

150. For A and B societies the corresponding figure is Rs. 193,
. and upon it we may base some estimate of the
Extent of finance re- Minimum financial requirements of the culti-
quired. “vator. Subject to what has been said about-
dealings with money-lenders, Assistant Reg- -
istrars are agreed that A and B societies finance their members ade-
quately. ' Subject to a further qualification, we may take Rs. 193 as
representing approximately the amount of borrowed capital that the
more industrious and businesslike cultivators who are not financially
independent require. The qualification concerns the date to which the-
figure relates. 'The date is the end of July when loan accounts are
probably not at their highest point. We shall, therefore, be well within
the mark if we raise our estimate to at least Rs. 200. It has been com-
puted that there are 3} million! true agriculturist cultivators in the
province. Assuming, to be on the safe side, that 20 per cent of these
are financially independent {as against 14 per cent of our inquiry),
2,600,000 cultivators have to be provided for. At Rs. 200 a head this
means a minimum sum of 53, or say 50 crores.

This sum is requred tc finance not so much the cultivation as the -
‘cultivators of the province. The two must be distinguished, because part
of the amount is required for the repayment of old debt. Long ex-
perience shows that about 20 per cent of the total amount borrowed
every year from agricultural cc-operative societies is taken for this pur-
pose ;2 and with a total agricultural debt of more than 100 crores, much
of it borrowed at 18 per cent or more, no scheme of finance that would
oust the money-lender can ignore the necessity of making provision for
the gradual discharge of former liabilities. On this ground then thers is
no need to reduce our estimate of Rs. 200 per cultivator, On one ground,
indeed, it might be prudent to increase it, for it takes no account of
co-operators’ dealings with money-lenders. Further it must be re- .
membered that it applies only to cultivators who both work well and
deal well and who have the advantage of having their finance care-
fully organised and controlled by co-operation. If we were to attempt
a similar estimate for all types of cultivators with no more control than

1R, Calvert. ThAe size and distribuiion of Auldings in the Punjab, 1928, p. 7. This.
s exclusive of 750,000, kamins {village servants) and other non-sgriculturists who
slso reyuire rome finance,

"~ 3See paragraph 168,
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is afforded by co-operation at present, we should have to allow at least
Rs. 250 a head and raise our estimate to 65 crores.

The only value of these figures is that they show what a large sum
will have to be found before the money-lender can be ousted or de-
~ throned throughout the province. It is sometimes suggested that

Government should take his place, but this could hardly be
advocated by anyone who accepts our estimate. At the end of
1928-29 Government advances to agriculture, including the sum lent
to co-operative mortgage banks, amounted to only 108 lakhs. To oust
the money-lender this sum would have to be multiplied a fiftyfold ;
.and even seriously to curtail his activities, it would have to be increased
ten or twenty times. This government might conceivably do, using
. mortgage banks, for instance, as its main channel of loan, but
powerful allies would be needed. As communications improve and
education spreads, it may be possible for the commercial banks to take
a share in rural finance ; a little business is already being done here
and there—for example, by the Imperial Bank in the shape of advances
against ornaments. But this would only be possible with the larger
holders, perhaps 5 per cent of the whole number. For the great
majority the only alternative to the money-lender is co-operation.
How far and by what means co-operation can be enabled to take the
the place of the money-lender in the next ten or twenty years will be
discussed later when its organisation has been mote fully described.

151, Turning now to the figures for class O societies given above,

_ we note that they are less efficient in’ their
Deslings with money- finance. Though only 11 per cent of their
denders. members are free of debt, 52 per cent (as
against 88 per cent in A and B societies) did not borrow at all from their
society during the year. The explanation is to be found in the
fact already mentioned, namely, that a large number of members,
estimated at from 40 to 60 per cent, deal with the money-lender a8
well ag with their society.” We saw that to a lesser extent this was
also the case in, A and B societies. This is an obvious weakness in the
co-operative movement, and we.draw attention to it not because the
. Co-operative Department is not thoroughly alive to its existence,* ‘but
because this is the first time thatit has been the subject .of systematic
inquiry throughout the province. There is a general concurrence of
.opinion amongst those qualified to judge that the evil is due not to any
want of funds im the movement—capital is more than sufficient—
but to the inefficiency and selfishness of many management committees,-
-and to a lack of understanding of co-operative principles in the general
body of members. Where committeés are inefficient, delays occur in
making loans and urgent needs have to be satisfied elsowhere. And
when they are selfish, they are apt to borrow more than they should
thempselves and, like all who do this, to default when the time for repay-
ment comes. Others follow their example, and money ceases to circulate

1 See, for instance, R. L. pp. 5, 112, 325,
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freely. Where members do not understand the elements of co-
operation and rural finance, they make no attempt to save but borrow
all they can, whether they need it or not, and only repay under
pressure.

152. It experts are agreed as to the cause of the evil, they are
equally agreed as to the remedy, which™ may
Importance of Teaching..  briefly be summed up as teaching, more teach-
ing, and still more teaching. ‘ Many of the
unsatisfactory features in the present condition of the movement ™
wrote the Townsend Committee m its report on co-operation in Madras,.
* are due to lack of knowledge of even the commonplaces of co-opera-
tion.”® Similarly, the Linlithgow Commission observed in their report
that one of the main causes of the failures that have occurred in certain
provinces was ‘the lack of requisite education and adequate super-
vision and guidance.”? It has long been the policy of the co-operative
department in the Punjab to train every member in the elementary
principles and practice of co-operation, but the extent to which members
deal with money-lenders suggests that much remains to be done. In a
country where nine out of ten villagers are illiterate® the task is one of
exceptional difficulty. And it is also of exceptional importance, for
without teaching there may be an elaborate organization, but there can
be no movement. That co-operation in the Punjab is a movement and
not 8 mere organization—we had ample evidence of this on tour—is an
indication that much teaching must have been given. But it is possible
that it has not kept pace with the very rapid development of the last
ten years. We recommend, therefore, that in all schemes of future devel-
opment liberal provision should be made to enable the co-operative
staff to satisfy this fundamental need as fally as possible.

Though we have said that an industrious and businesslike calti-
vator, who requires to borrow, needs on the average a loan of about
Rs. 200, it must not be supposed that this figure applies with any
uniformity to the very varying conditions of tenure, holdings, and calti-
vation prevailing in the province. It is sufficient to glance at the figures
given in the last column of statement 17 (A & B) to see how greatly re-
quirements vary from district to district. A further point to be noted
is that our minimum estimate of 65 crores is far below our estimate of
total agricultural debt, which we have put at 135 crores.® The differ-
ence between the two fignres largely represents the results of cultivators
borrowing more than they should at high rates of interest and of their
allowing the borrowings to accumulate at compound interest. These
three evils—excessive borrowing, carelessness aboat repayment, and
high rates ¢f interest—are at the root of the great increase of debt

1Paragraph 61.
20p. cit. p. 450.
3In 1921, 94 par miils of thd males of the province, aged 20 and upwards, were
literate. The percentage now is presumably higher.
4See paragraph 22,
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that has taken placein the last twenty years and which has be-
come so marked a feature of to-day. For this co-operation is the
only lasting remedy. A scheme of Government or joint stock
bank finance might reduce the rates of interest, but only co-operation
can teach the peasant to borrow at the right time and in the right
amounts and for right ends, and to repay on the right date ; and only
co-operation can teach him to save so that he may not have to borrow
at all.

153. Though co-operation is far more strongly entrenched in the
village than in the town, the town is not alto-
gether neglected. There are 187 non-agrical-
toral credit societies with nearly 7,000
members mostly urban in character,! and agricultural societies contain
50,000, * whose sole or main occupation is something other than
tzncmtnre."’ Believing, however, that more should be down in this
direction, the Registrar in 1927 asked Government to appoint three
Inspectors for developing oo-opemtlon in towns, but so far the proposal
bas not been accepted though it has been repeated every year since.
We regret this, for we believe that the smaller trades and erafts offer a
big field for co-operative enterprise, especially in the smaller towns and
townlets. In the Punjab these are particularly numerous, and they are
largely unprovided with banking facilities. - We have shown that 67
per cent of the 45 towns with a population 0£10,000 and upwards have
a commerical or a eentral co-operative bank, and we shall show in a
moment that 40 per cent of the villages of the province have a co-
operative credit society. But only 26 per cent of the towns with a
population below 10,000 have any banking facilities at all beyond &
possible outstation of the Imperial Bank or an occasional co-operative
credit society, often designed as much to help the caltivator as the
trader. This is in sharp contrast to eonditions in the West. Over a
large part of Europe it would be difficult to find any town or townlet,
however small, without some kind of bank. In the Punjab the part
played by the bank in Europe has to a large extent been filled by the
indigenous banker ; but, as will be shown in Chapter XIIT, his business
has greatly declined. The need for some kind of fresh organization
is therefore increasing, and a small sign of this is the starting of the
Bajwara Bank described above?

154. It might be urged that this field should be left to the com"

Trban Co-operative merical bank, but a reason for not doing so is
Banks. that much of the business done in the town
is not of the kind to suit a commercial bank. The position bears some
analogy to eonditions in the village. There we have the peasant pro-
prietor, who works with capital partlv owned and partly borrowed,
but on too small a seale to attract a small commercial bank. His counter-
part in the town is the small shop-keeper, who may almost be described

(b) Small traders.

1In July 1929 their working eapital was about 19 lakhs.
2 Coop., R}l.. 19"9 7
® Paragraph 15,
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a8 the peasa.nt proprietor of the town. He, too, works partly with his
own capital and partly with borrowed,” and on 80 modest a scale tha
no ordinary bank can handle his business at a profit. The need and
difficulty may not be as great in the town as in the village, but they
exist, as indeed they once existed in Germany and Italy, This is suffi-
ciently attested by the remarkable growth of the Schulze—Delitzsch
banks in Germany and of Luzzatti’s People’s Banks in Italy ; and it is
significant that in both cases the remedy applied was co-operation.
- There is a special reason for trying to apply the remedy in the Punjab,

In a later chapter it will be shown that the smaller towns are suffering
from the decay of the indigenous banker, and that in part this decay
is due to tho growth of the Central Co-operative banks which are seri-
ously tapping his source of deposits.! In the larger towns his place is
being filled by the commerical banks, but in most of the smaller towns
this is at present impossible. Sines, therefore, co-operation has helped
to displace him, it should also help to replace him. Accordingly, we
recommend that three inspectors should be appointed without delay to
develop urban co-operation.

155. A number of figures have already been given to illustrate
Statistics the working of co-operafive societies,? and
; not many more need be added. Statement 11
(table IV) shows that every year during the last five years agricultural
credit societies have recovered from their members an average
of 83 per cent of the amount on loan to them at the
beginning of the year, and have repaid 40 per cent of what
they borrowed from Central Banks &nd Unions. In other words,
it takes about three years for an agricultural credit society to recover its
loans and 2} years for a central society. Theoretically, the loans should
be recovered more quickly, for three years is the maximum period for
which loans are made. That the average period of recovery should
coincide with the maximum period of loan is mainly due to the uncer-
tainties of the harvest, and in judging the figures just given it should be
remembered that in this respect three of the last five years were un-
favourable. In non-agricultural societies, which have not this difficulty
to contend with, the average period of recovery is 1} years. With few
exceptions the primary credit society (other than a mortgage bank)
makes no long term loans, and in ‘agricultural societies mortgages are
only taken, and that very rarely, as a collateral. secupty to support a
loan which is in danger.

156. At the end of 1928-29 6} crores were on loan to members

of agricultural credit societies, and their
Loana. overdues are stated to be :—
Rs. (lakhs).
Interest . . . 52
Principal .. . . 50
IParagraph 188. ) )

tParagraph 19.
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The second figure, which is the result of “rough calculations’™
represents only T} per cent. of the amount on loan. In regard to this,
4he Registrar writed:—" I feel confident that two good or mormal.
harvests in succession would reduce the arrears of interest and principal
to a very small amount.”® The bad and doubtful debts of credit
:societies are difficult to estimate with any accuracy. Some idea may
be gained by taking the total amount due from societies in Class D and
‘from those underliquidation. This comes to 241akhs but we understand
‘that most of this will probably be realised, and out of 19 Assistant
Registrars 12 report that bad debfs are negligible or less than one per.
-cont. Perha.ps the best indication of the financial security of the move-
ment is that in the last 10 years central banking institutions have had
‘to write off only Rs. 57,954 as irrecoverable, & sum which includes
Ras. 21,536 of interest.

157 No less important than the loans made to co-operators are
their savings. The increase in these during
s the last 10 yearsis shownin Statement 11
{table IIT), The figures may be summarised thus :—

S&vmgs.

1919, 1929.
* Rs, (lakhs). Rs. (lakhs).
‘Deposita—

(a) Central banking institutions 45 5508
(b) Agricultural Credit Societies (unhmted) 18 - 62
(c) Other primary credit societies (exclud

ing mortgage banks) . 0.08 38
(2) Shares, reserves, and proﬁts—

(a) Agricultural credit societies 99 256

(b) Other primary societies (excludmg i

mortgage banks) . 0.53 23

These figures are eloquent of the great development that has taken
place in the la.sh ten years, and to the figures for 1929 must be added
7 lakhs representing the accumulations of 18,815 members of 1,089
Thrift societies.

158. One further set of figures must be giverr in order to show
why co-operators borrow. For many years

Objects of borrowing. it has been the custom of the Co-operative
Department to analyse in its annual report,

the objects for which loans have been taken during the year in a large

1Co-0p. Rpt. 1929, p. 18.
AIbid, p. 19.
#Excluding 47 1akhs deposited by societies whnch are included in (§)and (c)
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number of societies. Inquiry shows that on the whole the results are-
reliable. Figures for five years are given in statement 11 (table II).
and show that the main heads of borrowing are :—

‘ : Per cent.
(1) Cultivdtion expenses (including land revenue
and land improvement) .. . 30
(2) Redemption and repayment of old debts . 31
(8) Domestic purposes . . T e 12.
(4) Trade .. . .- .- 12.
(6) Purchase of land .. .. .. 7

Less than 4 per cent is borrowed for the payment of land revenue,.
and less than one per cent for land improvement. Under
cultivation expenses the most important item is cattle (18] per
cent). Cattle replacement is the heaviest charge that the Punjab-
peasant has to bear, and it is significant in this connection that in the
last two years the number of cattle irr the Punjab has fallen by over a
amillion Thirty-one per cent is borrowed for the discharge of exist-
ing liabilities. Inquiry shows that about one-third of this is on account
of liabilities more or less recently incurred. Only about 20 per cent,.
therefore, is for what may be called old debt. Even so the sum involved
18 considerable and for 1928-29 amounts, on this basis, to 48 lakhs.

159. As already explained, we made no elaborate inquiry into the
working of the co-operative movement. We-
Difficulties and defects.  have, therefore, very little to say about diffi-
culties and defects. The only defect of any-
importance that came to light bhas already been noticed, and the only
difficulty to which we would draw attention is the heavy depreciation
that societies have recently had to meet on account of their Government
securities. The Provincial Bank and the central banking institutions.
hold securities to the value of 183 lakhs, and last year the Provincial
Bank had to write off nearly two lakhs, and 11 other banks 1} lakhs..
Incidentally, this last figure is far more than the total amount that has.
had to be written off by all central banking institutions in ten years on
account of their loans to societies. Commerical banks, of course, have
suffered in the same way, but their loss is much less widespread. In the
case of co-operative societies the loss indirectly affects half a million
members. The possible reactions of this should not be overlooked.

160. The Financial Adviser to the Co-operative Department,.
Adequacy of the Co-oper- Who has over 25 years experience of joint stock
ative movement as a Bank- banking, stated before usthatthe movement
Ing agency. was developing “on very sound lines” and that
if the present poliey of building? up reserves, distributing moderate but.
regular dividends, making ample provision for bad and doubtful debts,
and manning each bank with an efficient staff were maintained, and if’
too the development of new ectivities did not proceed too rapidly, the:

&
* =

Icf. paragraph 12,



107

financial security of the movement was assured and no difficulty need.
be anticipated in finding the necessary funds for expansion. As it is,.
many central banks have more money than they need and have not
only lent 50 lakhs to other banks but have deposited 40 lakhs with the
Provincial Bank. There 1s no doubt that the central banks have won
the confidence of the general public, for, though in the last two years
most of them have reduced their 12 months’ deposit rate by one per-
cent. or more, their deposits have increased by 142 lakhs.

161. In their report the Linlithgow Commission remark :—

) ** Co-operative credit provides the only satis--
ml“;'e“ of further Develop- g6,y ‘means of financing agriculture on
sound lines.”* This view found strong support.
in the svidence given before us. Witness after witness,” of many different
types and classes, expressed the opinion that co-operaiion was the-
only satisfactory solution of the problem of rural finance ; and near--
ly all agreed that other remedies, even if practicable, would be only-
palliatives. We recommend therefore—and this is our most important.
recommendation—that every effort should be made to establish co-opera--
tive credit in every village fit and willing to have a society within the-
shortest possible period, compatible with safety. In July 1929, 40
per cent of the villages of the province (13,691 out of 34,119) had a.
credit society. The percentage was highest in Jullundur and lowest in
Muzaffargarh %nd Jhang, being 69 in Jullundur and 21 in the other-
two. The last five years have added about 1,200 a year to the number-
of agricultural credit societies. If this average eould be maintained
and each society represented a new village, in 10 years’ time 75 per-
cent of the villages of the province would have a credit society. Ex-
perience suggests, however, that in the last five years progress has, if’
anything, been too rapid—the difficulty noticed in paragraph 159 isan
indication of this, —and experience all over India shows that there are-
grave dangers in this. We doubt therefore whether it will be possible
to maintain over a period of ten years a nef increase of more than 1,000
societies a year, or anyhow to add more than 1,000 to the number of
villages with societies. On this basis, at the end of 15 years, about
29,000 villages, or 85 per cent of the total number, would have a credit
society. Probably 15 or 20 per cent will be found to be either unwilling:
or unfit to have a society.? Broadly, therefore, we may say, that if the
number of villages with societies can be increased by 1,000 a year, every
suitable villages in the province will have a society within 15 years.
162. But this cannot possibly be done without ample assistance-
. from Government. To gauge what would be-
Government assistance.  yoqnired, we asked the Registrar (Mr. R. J: 8.
Dodd, 1.C.S.) for his proposals on the subject. These are contained
0p. cit., p. 436. v
3In the area served by the Lakhan Banking Union (Gurdaspur), which co-opera..
tively is one the most intensively developed in the Punjab, there are 65 credit societies

_and 11 villages without a society. The zeminaars of the area who were intervieweds
thought that 25 per cent of the villagers were too weak to join a society fev. ii. 887).
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in Note J} and cover a period of four years. They are largely
-a logical extension of the five years’ programme accepted by Govern-
ment in 1925 and are based upon much the same principles. The first
proposal deals with the question of Inspectors. The five years’ pro-
gramme contemplated one Inspector for every tehsil, but last year
Government accepted the principle that when the total number of
societies in a tehsil exceeds 850, a second inspector should be appointed.
The Registrar now proposes that this should be done when the number
-exceeds 800, in'order that supervision may be maintained at a sufficiently
high standard to ensure the proper teaching of members and the
proper discharge of their duties by committees. We have shown
that there is much room for improvement in both respects, and we do
not see how even the present standard can be maintained if an Inspector
is required to look after more than 800 societies in however small
4n area. We therefore support this proposal.

The second is concerned with the appointment of three urban
Inspectors. This we have already recommended.2

~ The third deals with an increase in the numberof Assistant
Registrars and follows established principles.

The fourth is concerned with education and training, and recom-
1ends that the educational staff should be strengthened by the addition
of a fourth educational Inspector to assist in the training of the field
staff and of an Assistant Registrar to supervise co-operative education
as a whole. The third educational inspector was appointed when
there were only 16,000 societies. Now that there are over 20,000 and
the number is daily increasing we think it probable that a fourth is
needed. The appointment of an Educational Assistant Registrar was
included in the five years’ programme of 1925 and was accepted by
Government in principle. In view of the crucial importance attached
by the Linlithgow Cormmission and all ‘the recent provincial com-
mittees on co-operation to the education and training of the co-
operative staff, whether official or non-official, we trust that this
proposal will be most favourably considered.

TFinally, the Registrar states that the appointment of a fourth De-
puty Registrar will be necessary in the near future, and he recommends
that when the post is sanctioned a member of the Indian Civil Service
should be appointed. Existing arrangements provide for two members
of the Indian Civil Service in the Co-operative Department, though for
over a year there has been only one. This experiment, at least, we
think should not be repeated. And bearing in mind the fact that from
1916 to 1920, when socisties did riot exceed 7,000 and were at first only
8,400, the department contained three members of the Indian Civil
Service, we think that, if this was considered necessary then—and the
results would seem to have justified the arrangement—, with 20,000
societies and 1,000 or more being added every year, there should in
future be not less than this number. In this connexion we would

1P, 239.
SParagraph 154,
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remind Government that one of the main causes of the fallure of co-
operation in Burma was the expansion of the movement ‘ beyond the:
capagsity of the Regxstra,r to control it.’t

163. The figures given in statement 11 (table VI)2 show that the:

Possibilitios of _ Punjab Government has given the movement
atioieibilities of C0-0P™  the most generous assistance in the past,.
more g0, for instance, than the Governments.
of Bombay, Bengal, and Madras. Last year (1929-30), the amount
{exclusive of what was spent on the consolidation of holdings) was about.
10} lakhs and was equivalent to Rs. 1-8-0 a member. But something:
more than generosity is needed, namely, a full and vivid appreciation of
the fact that the moral and material well-being of millions is involved..
The best judges are agreed that in the sphere of rural finance there is.
nothing to take the plaee of co-operation, and that it is the only hope of
ehecking the excessive borrowing and reducing the high rates of interest
that now prevail from one end of the province to the other, and:
also of inculeating the habit of saving, without which no higher standard.
of living is permanently possible. They are also agreed that in the
moral sphere its influence is poténtially enormous. ‘‘ It is impossible,”™
said the Marquess of Linlithgow, K.T., G.C.LLE., in a recent speech,
* to overstress the importance of the educative function of co-opera-
tion.”® Almost all the Assistant Fegistrars report that the demand for-
new oredit societies is strong but cannot be satisfied in full for want of
staff. We would therefore urge most earnestly that, till co-operative-
credit is fully and completely established throughout the province,
Government should provide all the assistance in its power, and as a
first step in this direction we recommend that the Registrar’s proposals.
should be accepted.

164. Tn view of the increased Government assistance just recoms
mended we advocate no extension of exist-
ing concession, but we suggest that primary
credit societies should be allowed to open current accounts with sub--
post offices, and to operate the accounts by cheque. We understand
that the Postmaster-General, Punjab and North-West Frontier-
Province, anticipates no difficulty in giving effect to this, subject to the-
necessary alteration in the rules of the department. The concession.
would be a great convenience to many villages societies and would de
something to encourage the cheque habit and make money more fluid.

165, The following figures will give an idea of the present posi-

The Provineial Bank (bor- tion of the Punjab Provineial Co-operative-

rowing and lending on & Bank :i—
provincial basis).

Government Concessions.

(?) Members . S . 12,858
(%) Paid up share capital .. .. Rs. 10,63,411
(1) Reserve (Sinking fund) .. . 1,038,593
(tv) Working capital . .5 92,95,548

:geporl of the Committee and Co-operation in Burma, 1928-29, p. 8. '

3Specch’at & meeting of the Enst India Association on 18th March 1930 (dsiatic:
Review, April 1930, p. 316).
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The Bank deals with central banking inatitutions on the one hand
and with mortgage banks on the other. Its relation to mortgage
banks is described in paragraph 68. To central banking insti-
tutions it renders two services. It acts as a balancing centre between
banks with surplus, and banks with insufficient, funds ; and it maintains
‘& reserve, which in no way takes the place of the reserve kept by each
individual bank but prevides all with a useful additional safeguard
against emergoncy. To this end, it has secured from the Imperial
Bank an overdraft of 82 lakhs against Government securities at bank
rate and a cash credit of about 21 lakhs at 6} per cent (with monthly
rests) against pronotes drawn in its favour by central banking instita-
tions and endorsed by it to the Imperial Bank.? As a balancing centre
it holds 53 lakhs of surplus funds deposited by surplus banks. Of this
it bas lent 80 lakhs to deficit banks, and the rest it has invested in Gov-
ernment securities. From the middle of June to the middle of Septem-
ber it generally has from five to ten lakhs more than it requires to meet
the demands of its clients. With the beginning of the sowing season
for the spring harvest the demand strengthens and continues fairly
-constant till the harvest is over® Throughout the year it pays sur-
plus banks 5} per cent on their 12 months’ deposits and charges deficit
banks 6} on their loans. We gather from the evidence of the Financial
Adviser to the Co-operative Departisent that central banks are inclined
‘to deal with the Provincial Bank only when it suits them; for example, to
apply to it for accommodation when money is dear and the rates of the
Provincial Bank are lower than those of the Imperial Bank, and to go
to the latter when money is cheap and the Bank rate low. To remedy
this the Provincial Bank is considering the feasibility of making its
lending rate rise and fall with the Bank rate. Meanwhile we trust that
-central banks and unions will not forget the great advantage of soli-

darity in a financial organization, and the great importance of mutual
help in a co-operative.?

166. There are 48 central banks and 65 banking unions in the

‘ province. We have already given a number

Ceutral Bauks. of figures for them, and the only one we must

repeat is that their deposits last year (July 1929)amounted to 539 lakhs.
This figure was made up as follows :—

Rs. (Lakhsj.
Co-operative Societies, etc. . T 144
Local bodies .o . . 53
Other Institutions .o . 67
Officials and Pensioners (Civil and Mxhtsry) . 83

3In the oase of Government sccuritics up to 85 per cent of market value will
be advanced ; in the case of pronotes, up to 76 per cent of face value,
3K, it, 509,

*To central banks and unions the Provincial Bank lends o demand pronotes
aubject to an understanding that no demand will be made for a year, Iuoterest is pay-
able half yea.rly Usually it will not lend more than 13 times the amount of the bor-
rowing bank's paid-up share capital and resorves,
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Rs. (Lakhs.)
Professional men (other than officials and pensioners) 53
Persons engaged in trade and commerce .. 62
Women . .. .o .. 45
Minors .- .. 32

Financially, the unions are much less mportant than the banks ;
and as we made no special inquiries abou$ them, we need only say that
they mostly operate within a radius of 10 or 15 miles, their members
are all societies, and none of them has a working capital of more than five
lakhs. On the other hand, tho biggest central bank (Lahore) has a
workirg capital of 78 .lakhs.

167. The central banks are the main financial arteries of the .

Panctions. ﬁ:::;l;e:ff. The following figures show th\xs
‘Rs. (Lakhs).
July 1929 .
Working Capital .. .. .o 573
Paid-up shares .- .. .. 27
Reserve .. .. .. 21
Deposits of (a) md1v1dua.ls .. .. 449
(b) societies .- 30

The main function of cenfral banks is to accept deposits and to
lend to their member societies. Their position in this respect is illustrat-
ed by the figares below, which show in lakhs the amount on loan and
the amount overdue at the end of each of the last five years :—

Percentage

On loan, Overdae. of Loans

overdue,
1924-25 .. .o e 259 36° 62 10
1925-26 . . . 312 42°22 13
1926-27 . .o . 416 57°33 14
1927-28 .e . .. 504 65°79 13
1928-29 .e . .. 554 71° 87 13

Though the amount on loan has more than doubled in four years,
overdues have fluctuated singularly little and have not exceeded 14
per cent, which is not serious. Central banks also grant loans against
fixed deposits, but, with one exception,! do not lend to individuals

" against any other form of security, nor do they issue drafts or do any of
the other forms of banking business beyond opening current accounts for
their members, and in five cases? collecting cheques, and in one case
railway receipts as well.® A branch of their business that is developmg

1The Lehore Central &ropemhve Bank.

*The banks at Hosh.mrpur Robtak, Gurgaon, Rewari, and thwam.
3The bank at Rewari.
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is thesavings bank. Savings bank accounts now number over 8,000 and
the Lahore Central bank alone has about 1,900 accounts with 8} lakhs
to their.credit. The usual rates of interest are 4 and 4} per cent. One
pays as much asfive and a fowonly 8 or 8}. Nearly all give Co-opera-
tive Thrift societies preferential rates. Most insist upon literacy as a
qualification for opening an account, but not, all ; and we would recom-
mend that the restriction should be abolished. An account can gener-
" ally be opened with a minimum deposit of Rs. 5, and in some cases
Rs. 2. To encourage the use of these accounts amongst persons of
limited means, whom co-operation is expressly designed to help, we
recommend that the limit should be reduced to one rupee. In
Russia, before the Revolution, deposits of one kopek (about a pice)
were accepted by the largest co-operative bank in the countryr We
also recommend that depositors should be allowed to operate their
accounts by cheque. subject to the rules of withdrawal. A few banks
- (e.g., Sargodha) already allow this, and we understand that others are
thinking of following their example. In most cases the rules of with-
drawal are rigidly enforced. We doubt the wisdom of this policy
Mr. H. W. Wolff, whose experience and knowledge of co-operative
credit are unrivalled, after studying savings banks at home and
abroad found that * the most successful were those which, whether
bargaining for notice or not, as a matter of fact paid without exacting
notice or cutting it as short as could be ; they experienced no difficulty
in’ paying out, because their cash box was habitually full.”2

168. Central Bank finance is not only reasonably efficient, it is

also cheap : their working expenses last year

Cost of management. were less than } per cent of their working

capital. A commercial bank likes to keep a margin of 8 per cent

between its borrowing and lending rates, but a central bank is

usually satisfied with 2 per cent. Yet the following figures (for 1929)
suggest that the results in terms of profit are not very different :—

A leading Central Banks
Indian exchange in the
bank. Punjab.
(a) Trading capifal .. .. | #£38° 5 millions Rs. 573 lakhs
{b) Net profit . ..} £611,123 Rs. 723 ,,
() Percentage of (b) to (a) e . 133 - 1-28

169. The lower cost of management of a central bank compared ’
with & commercial bank raises the question
Future development. whether it would not be possible for central

YThis was the Moscow Narodny Bank. (Bubnoff, The Co-operative Movement
$n Russia.)
2Co-operation in India, p. 168.
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banks to do more than they are doing at present to supply banking
facilities in towns whose business is not yet sufficiently large to attract
a commercial bank, Qut of 48 central banks 30 are at the headquarters
of districts, and only 18 in outlying towns. Many towns therefore,
have no bank of any kind. We have already suggested one way of
‘helping them, namely, to start urban banks.l Another is for central
banke to open branches in them. This has been done experimentally
in three places. In one the experiment proved & failure, mainly
be:ause the central bank concerned did not make adequate arrange-
ments for the supervision of the branch staff. The branch has there
fore been closed. The other two, at Naraingarh and Hafizabad, are
more promising, and the former has so far been an unqualified success.
To avoid unnecessary references to headquarters there is a local body
of directors whose decisions are subject to the confirmation of the
general committee. A senior member of the central bank’s staff is
placed in charge of the branch and relioved every six months. The
manager also visits the branch periodically and checks all transac-
tions from the date of the last visit. The Finanecial Adviser to the
Co-operative Department is of opinion that more branch banks might
be started, and, so far as the arrangements made at Naraingarh can
be repeated, we agree with him. He has also submitted a note sug-
gesting various ways in which a central bank might give more assis-
tance than it does at present where no commerecial bank exists.2. The
note reached us too late to be made.the subject of inquiry. All we
<an do, therefore, is to recommend it to the attention of the Regis-
trar.

170. One central bank (Rewari) undertakes the payment of land
Payment of land rover revenue toT Government on behalf of its

7 tral banks, members. The scheme was initiated by Mr.
_‘mt rough m”_a F. L. Brayne, M.C., 1.C.S., when he was
Deputy Commissioner of Gurgaon, and as long as he was there fairly
substantial payments were made, but they are now insignificant. In

1928 a general inquiry was made by Government to ascertain whether
the system could be extended to :—

(a) all central banks, or
(b) failing that, to those which were situated in places where
there was a branch of the Imperial Bank.

The first proposal was generally condemned, and there was so little
support in favour of the second that it was abandoned as premature.
We think that the time has come to reconsider (b).. We feel that if
‘Government wishes to encourage the banking labit amongst the |
rural classes, an obvious way of doing so is to allow payment of its |
dues through a bank, wherever this is possible. Nor should the}
apparent failure at Rewari discourage further experiment. Rewari was

Paragraph 154,
Ev. i. 261,
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not well situated for an experiment of this kind. There is no branch of
the Imperial Bank there and co-operation in the tehsil is backward.
One result of the latter was that a certain number of members paid
their land revenue by having their accounts debited with the amount ;
in other words the system made borrowing easy. We propose that
a further experiment should be made in an area where there is a branch
of the Imperial Bank and where cooperation is well established.
-Jullundur tebsil is suitable in both respects.

171. We have another suggestion to make of the same character.
" We are impressed by the fact that nearly
140t lakhs a year are paid to Punjabis by
way of military pensions and that nothing
is directly done by the Post Office Department, through which the
payments ate made, to encourage pensioneis to save any part of their
pensions. Some years ago, again at Mr. F. L. Brayne’s instance, the
Registrar discussed with the Military authorities a proposal for the
payment of pensions, at the option of the pensioner, through co-opera-
tive societies. Nothing came of the discussions because it was im-
possible to arrange for their payment through village societies, and the
Registrar’s proposal that the experiment should first be tried with
central banks did not commend itself to the Adjutant General in India.
We have reopened the question and have been in‘ormed that he is
still not in favour o the proposal for three reasons. Firstly, under the
present system pensions are paid through the Post Office Depart-
ment and no actual disbursement of -money is effected by the Mili
tary Accounts Department, since book adjustments are carried out
by the two departments ¢concerned. It is thought that, if co-operative
banks were entrusted with the payment of pensions, they would have
to be reimbursed by the Military Accounts Department, which would
thereby be involved in additional labour and establishment. Secondly,
the Postal Department carries out a number of functions on behalf of
the Military Accounts Department, such as the investigation of arrears
claims and the venewal of pension certificates, which eould not be
delegated to a guust private body like a co-operative bank. Thirdly, the
present system is working satisfactorily, and there seems no advantage
in setting up a dual system, which could only be introduced in central
banks and be of benefit to a comparatively small number of pensioners.

These objections clearly have force. but after discussing them with.
the Deputy Postmaster-General, Punjab, we are not convinced that they
sannot be overcome. We understand that Postmasters have two.
functions in regard to these pensions :—- -

{a) payment, and )
(b) inquiring into all cases of doubt and dispute.

It should be possible, we think, to entrust (a) to a co-operative
bank without interfering with (b), and for the purpose of payment, and
for that purpose only, to treat the co-operative bank as the agent of the:

'See Statement 18(p. 363).

‘Payment of Military Pen-
sions through Central Banks,
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Postal Department instead of the local postmaster. The arrangement
would be optional ; that is to say, it would only be made on the written
request of the pensioner, a request that might be revocable subject to
proper notice. Cases of doubt and dispute would continue to be inves-
tigated by the Postal Department, and so far as the Military authorities
were concerned, existing arrangements would continwe. This
seems to us to meet the Adjutant General’s first two objections. As to
the third, we do not consider that the proposal should be condemned
because at first it would only benefit a comparatively small number of
pensioners. If it proved to be a success, it could be extended to all
central banks, and in time, no doubt, to village societies. On the
other hand, if a beginning is not made with central banks, it will be long
before it can be madé with village societies, cemparatively few of which
are equal to work of this kind. At present the Postal Department ad-
mittedly does nothing to induce pensioners to save any part of
their pensions. Payments are made in cash, and it is notorious that in
this country cash is quickly spent. Payment through a central bank
will also be in cash ; but sooner or later pensioners will discover that they
can be paid with complete security, without having to leave their vil-
lages at all, by the siraple process of opening a deposit account with the
central bank. And having discovered this, it will not be very long before .
. they make the further discovery that this is not a bad way of adding
to their pensions.

172. With very few exceptions, co-operative banks have no direct
relations with any bank except the Imperial
Relations with commercial Bank. Nearly all central institutions have
banks. been given over-draft facilities by the Imperial
Bank against Government securities. This accommodation is used
almost entirely for the purpose of repaying deposits and hardly at all for
lending to primary societies, and as such it is an important element in
the fluid resource maintained by central banks and unions.

178. The only competition that arises is in regard to deposits.

This is largely a matter of rates. ““If our

hmmtm with other ,.te of interest is more” said the ex-Hono-

rary Secretary of a central bank, * then we

get more deposits.” If the Joint Stock banks temporarily increase

their rates, then the deposits are withdrawn from the central bank and
deposited there.! Fora 12 months fixed depos1t rates vary thus :—

Per cent.
Imperial Bank .. .. .e 81
- Exchange Banks . .- . 4
Punjab National Bank .. . .. 5
Peoples Bank of Northern India .. .e 5
Central Co-operative Banks—
(a) Jullundur .. . . 432
* Fo. is. 642
® It is interesting to note that the famous Engl!sh Co-operative Wholesale Society
also gives its depositors 4] per cent (£ ist, 25th J 'y 1930).

Lol
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Per cent.
(b) Lahore, . Amritsar, Sialkot, Ambala,
Dharamsala, and Karnal .. . 5
(¢) Five more . . o 5
(d) Twenty-two .. .. .. 6
(¢e) Ten . over 6

_ Probably those who have suffered most from the competition with
rco-operative societies are the indigenous bankers. The point has al-
ready been alluded to and will be developed later. One banker said
that it was not a question of rates but of security. * In our case, it
is only an individual with whom depositors deal ; in the other, it is a
Government managed ingtitution and people trust it morel The
idea that co-operative societies are managed by Government is, of -
course, erroneous. They are subject to a certain amount of supervision
and control, but they are independent bodies as fully responsible for
their losses as they are fully entitled to their gains.

174. We conclude this chapter with a word about the effect of
Effect of co-operation on ©0-Operation on debt. A Deputy Registrar,
debt, whose service  almost coincides with the
existence of the Co-operative Department, Khan Babadur Malik
Fateh Khan Noon, divided co-operators into three classes, those .
whosd debt is mainly ancestral; those who have become
involved by some calamity; and those, the thriftless and the
extravagant, who incur debt °on account of their own foolishness.’
~ The first two elasses, he said; being in debt through no fault of their own,
benefit at once on joining a society, because, understanding the proper
use of money, they can take full advantages of the facilities offered.
-These, however, he estimates at only 20 per cent of the whole. The
remaining 80 per cent also benefit by being able to borrow at a much
lower rate of interest, but this benefit depends on their borrowings
being carefully controlled. If they are not controlled, the lower rate
of interest leads only to greatest borrowing. To benefit independently
of this control, which necessarily varies from society to society,
members must learn the proper use of money ; and for this persistent
teaching is necessary. But once the lesson is learnt, ‘ everything is
done.” According to the Deputy Registrar, only about 5 per cent
of the third class have so far learnt it.2 This is perhaps an under-
estimate, for it was found in the case of 2,748 societies when they com-
pleted ten years that on the average 43 per cent out of 82,524 members
were entirely free of debt® as against only 13 per cent of the 112,358
members whose borrowings are discussed at the beginning of this
chapter. Bit whether it is an under-estimate or not, the Deputy
Registrar’s evidence brings out foreibly the importance of teaching.
"Without it societies may multiply, but co-operators will be fow.
*Ey, 415 785. ¢f. Ev. &, 192. ’

sEv. 4. 29091, 302,
3Co0p Rpt., 1928, pp.20-21.




CHAPTER XII.—LrGIsLATION AND LEcAr PROCEDURE.

175. We did not examine the effects of the Land Alienation Abf
upon rural finance, because it was impossible,
within the limited time at our disposal and
with so many other subjects of inquiry, to reach any conclusion upon
a question of such complexity and importance. At the same time the

Act was so {requently mentioned by witnesses that we cannot pass it
by without a word.2

The Act has many aspects, but three points struck us forcibly :—
In the first place, it is regarded by the non-agriculturist rural money-
leuder as the most serious obstacle to his business. Secondly, it gives
the agriculturist money-lender a predominating interest in the agri-
sultural usufructuary mortgage business of the province. Thirdly,
as will be shown in Chapter XIV.? the agriculturist money-lender,
being very little hampered by the Act, tends to advance a higher pro-
portion of the value of mortgaged land than a non-agriculturist. The -
disadvantage of the first point is that it tends to maintain the high rates
of interest : its advantage, that it restricts credit. The disadvantage:
of the second point is that mortgage is often made the means of ex~
propriation ; its advantage, that possession generally passes from one
farmer 10 another. The disadvantage of the third is that it enables
many to borrow more who would be the better for being obliged to
borrow less ; its advantage, that for the few who understand the use-
of money more credit is available. In the first case, we consider the:
advantage greater than the disadvantage ; in the third the disadvaniage-
greater than the advantage. In the second much depends upon the:
sircumstances of each case. If possession is fo pass with a mortgage—
and it is one of the cheapest ways of raising money in the country—
it is usually though not invariably better that it should pass to anm
agriculturist than to a non-agriculturist ; and even if possession leads
to sale, it may well mean replacing & bad farmer by a good.

Land Alienation Act. _

For the benefit of those who are not familiar with the provisions of the Act we-
, reproduce the following description from the report of the Royal Commission on Agri-
eulture (p. 420):— : ’ ’
“The Land Alienation Act came into force in 1901 ; it was amended in 1907:
In accordance with its provisions, the chief amcestral cultivating classes
have been notified as falling within the restrictions imposed : smaller septs.
are continually pressing their claims to be similarly protected while no in-
stance has yet occwrred of any class once notified seeking to be exempted,.
Members of the notified tribes are grouped by districts, and within such
groups alienations are left subject {o the ordinary customary law of the:
tribe ; sales and mortgages by members of a group to anyone not such a
member are restricted by the Act. When s mortgage in a form not per-
mitted by the Act is made in contravention of its provisicos, the Deputy
Commissioner has suthority to intervene. Any sale in contravention of
the Act is void, and automatically takes effect as a usufructuary mortgage in

the form permitted ; but such sales may be sanctioned by the Deputy Com.
missioner,” )

$Paragraph 203,
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176. This Act, which was passed last ye;,r, cannot come into
Punisb Regulati * . force till at least six months after the rules
Acoonnts Act.egul,a lon  of £, be made under it, have been finally pub-

X . lished. These rules have just been pub-
lished for the first time.

The Act obliges all money-lenders to use regular account books,
and to furnish each debtor every six months with a legible statement
of account signed by himself or his agent, showing not only the amount
outstanding but also all loan transactions entered into during the past
six months. It does not touch sales on credit even if interest is charged ;
‘:nd as money-lenders are often shop-keepers, they will have to keep

heir sales accounts distinet from their money-lending accounts, and
this may at first be a source of difficulty, but if the Act. takes root, it
should result in an improved system of account-keeping. Another
difficulty will be to devise a form of account suitable to the many

different types of money-lenders operating in the province, urban,
rural, agriculturist, and non-agriculturist, and also to the Pathan.

But perhaps the greatest difficulty will be the despatch and delivery
of the six-monthly statement of account to the borrowers. When it -
js remembered that there are probably 55,000 money-lenders in the

province,! and that the large majority of the 8} million cultivators
{to name one class only) are-in debt, this may constitute a serious
problem. If, however, these difficulties can be surmounted, the Act
should help to make both lender and borrower more businesslike.
And, though the experience of Europe is not very encouraging to those

who would control or reform the money-lender by law, there is good-
German authority for the view that he should at least be obliged to

keep his accounts in a preseribed form and submit them for inspection

when required. The Punjab Act goes a little beyond this, and as

such 1t is an experiment which should perhaps be watched before it is

imitated.

177. The Royal Commission on-Agriculture, believing that the
Usurious Loans Aet was everywhere practi-
cally a dead letter, recommended that an
inquiry should be made into the cause of its failure.® The two Hon’ble
Judges of the High Court of Judicature at Liahore who have expressed
an opinion on the subject state that an inquiry is cogtemplated, but
doubt whether the Act has been in operation long enough for an in-
quiry to be fruitful. Moreover, they consider that in this province
.the provisions of the Act are invariably applied in suitable cases, and
they add that; with the exception of Mianwali and one or two districts
in the south-west, there are fow areas which produce many cases in
-which the loans can be called usuriouns.4

1S¢e paragraph 195.
3Pb. Psi., p. 231.
30p. eit., pp. 438-39,
4Cf, paragraph 51.

Usurious Loans ‘Act.
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[
178. The number of petitions for insclvency proceedings increased
1 Act from 1,181 in 1923 to 2,792 in 1928, and,. of
msolvency Act. applications allowed from 884 to 1,772. The
increase in petitions, say the two Hon’ble Judges referred to above,
% ig due to the tightening up of the execution process and the liberalis-
ing of the insolvency law.”? One District Judge attributes it to fear
of arrest; another to abuse of the Aet by dishonest agriculturists,
who * make fraudulent transfer of their lands and then apply for in-
solvency.”? A Sub-Judge remarks that since it has been held that the
1and of an insolvent agriculturist can be sold,® the number of petitions
has declined.# On the other hand, two Sub-Judges say that creditors,
anxious to tuke advantage of the ruling against debtors from whom ;
zecovery is difficult, do their best to get them info the insolvency §
gourt.® It would seem, therefore, that the Act is liable to be abused
by both creditor and debtor. If so, it is one more example of the de-

moralising effects of the present uncontrolled system of rural finance.

mm:dm‘;hlf‘ght‘ and 179. No remarks. : \

180. The average duration of a contested civil suit was 138 days
in both 1923 and 1928 and did not vary
much in the intervening years, except in 1926
when it rose to 161 days. For this, however,
there were special reasons.

181. A number of Income-tax Officers have given us particulars
Y of cases that have recently come to their
Forty-six Bissar cases.  nofice. The most interesting of these is a

. ) batch of 46 from Hissar. These were the
subject of a most careful examination by 8. Chanda Singh, In-
come~(3ax Officer, Hissar, who has recorded the results in a note of
great interest.® He went through the books of 80 assessees chosen
at random gnd found that 8 had not filed any suit during the last
five years. The remaining 22 filed the 46 suits ‘dealt with in his note.
In each case proper accounts were kept with the result that the full
amount of the principal claimed was decreed. Interest was also
decreed in full in all but three cases, in two of which reduction was.
the result of a compromise. According to the account books the
expenses incurred amounted to Rs. 3,905 as against Rs. 2,557 awarded.
This means that in these 46 cases, even if the full amount decreed is
recovered, one-third of ‘the cost of the suit will remain unrealised.
Thirty per cent of these suits were decided ez-parte and very few of

Duration of contested
suite.

Seo Btatement in Evidence, Volume I, p.70 and p. 72.
2Ep. i, 73,

38ee paragraph 203.

“Bv.i.75.

$ZEo.s. 82,94,

°Note, K. p. 244,
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them were re-opened. In another 10 per cent the elaims were ad-
mitled. Only 60 per cent, therefore, were really contested. The
average duration of the 46 cases was 5§ months, and actual duration
varied from 15 days to 20 months, four cases taking more tLan a
year. Another interesting point is that the recoveries made outside
the court amounted to Ra. 6,102 against Rs. 8,660 recovered through
the court. Finally, the Income-tax Officer reports that in the twelve
cases which have been finally closed the bad debts resulting from these
ings did not exceed the amount of interest allowed. In the
46 cases the latter amounted to 83 per cent of the principal deereed.

182. The law's delays are pmverbial and are enfficiently illus-
trated by the fgures given above. To
remedy them the Civil Justice Committee of
1924-25 made eertain reccmmendations, most of which have bLeen
adopted in this province. It is perhaps too early to judge their results
The main causes of delay in the disposal of suits appear to bte the
following :—

Delsys in suits.

(1) The difficulty in eflecting serviee upon defendants who are
resident outside the loeal jurisdiction of the Court.

The plaintiff generally finds it too expensive and tronblerome
to accompany the process-rerver for the purpose of identifying the
defendant. The process-server perbaps cannot find the defendant
or, more often, is placated by the payment of a gmall tip.

(2) Frivolous pleas are constantly advanced and not always
ruled out.

(3) Many delendanls.employ every [ossible device to have thexr
eases adjourn-d.

(4) Heavy pending files lead to further adjournments.

183. Even more scrivus are the delays and difficulties in the

. ‘ execution of decrees. The chief eauscs of
Dnhp ia execution o these are s

(1) Tbe pmcess-servers and Lailiffs of Civil courts find it difi-
calt to enforce the warrants given them for execution.

(2) i a judement-debtor is arrested, he is spt to apply for
insolveney.

(3) If property ia sttacbed, objections of one kind or another,
and sometimes declaratory suits, are filed, and much
time is spent in disposing 2! them.

184. The difficulty in regard to execution is not simply ane of
delay. Tbe Civil Justice Reports of the last

Recovery out of coert.  4ix years, for which figures are available, show

that of the amount decreed and sued for recovery each year not more
than 26 per eent is recovered through the courts. At first sight it
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might be supposed that the remaining 74 per cent (or more) has to-
be written off as irrecoverable ; but such is not the ease, for it is gene-
rally agreed that some additional amount is recovered out of court.
The question is, how much is recovered in this way. -As there are no-
means of ascertaining this statistically, we have to rely upon estimates.
The estimate of the two Hon’ble Judges whom we have already quoted
is oontained in the following passage! :—

“It is not possible to make a correct estimate of the amount
recovered out of Court, but this could noft be very
much because ordinarily a creditor does not institute a. .
sait against his debtor except as a last resort, and in
such cases the debtor is inclined to put all possible ob-
structions in the way of the creditor in realising the
money due to him. It must also be remembered that
the amount aetually recovered by a decree-holder by
execution does not necessarily represent the actual
amount that he is able to put in his pocket, because
before a creditor is able {o obtain a decree and to execute
it, he has to pay a good deal in the form of tips or bribes.
to the ministerial staff, as the existence of vorruption in:
the ministerial staff of the sabordinate eourts cannot.
unfortunately be denied. Moreover, the fees paid to- -
counsel generally exceed the taxed costs. It will be
correct to say that about half of the amount actually
recovered by the decree-holder in such cases represents
out-of-pocket expenses incurred. It is, therefore, only
about ith of the .original claim that is recovered by
execution by the decree-holder every year through
courts. The whole of the balance does not neoessarily
represent irrecoverable debt, but a large proportion of
it must be irrecoverable.

We also asked Income-tax Officers to make inquiries on the snb-
jeet and report the result. Eicht officers have done this, and their
estimates are more optimistic. Two? say that 25 per cent is recovered
out of court, and three mention 50 per cent. For rural money-
lending one puts it as high as 60 per cent.4  In the 46 cases deseribed
above nearly twive as much was recovered out of court as through the
Court, and the Insome-tax Officer (Hissar) himself puts the amount
recovered oat of court as 60 per cent of the whole. We may
conclude, therefore, that the figures for recovery in the ocases of

1Ew & 71.

3Gialkot and Multan,
SAmritear (2) and Hismr,
SAmritsar.
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-gucoessful suits are much better than the Civil Justioe Reports suggest.
Further, it is probable that the bulk of the amount that has

-eventually to be written off as irrecoverable is interest rather than
Jprincipal.

| 5. remarks.
 Equitable Mortgages, 18' ‘NO

' 186. No remarks.
"Titles in land.



CHAPTER XIII —INDiGENOUS BANKERS.

187. For the purpose of this inquiry we defined an degenous
Their pumber and de- banker as an individual or firm receiving de-
cline. posite or dealing in hundis, and doiug this as
its primary business. The indigenous banker is, therefore, distinet
from the ordinary money-lender, though the dividing line between the
iwoisoften thin. We have been at some pains to ascertain how many
indigenous bankers there are in the province. According to our in-
formatlon, mainly obtained from Income-tax Officers, they number
only 66, thus :—

Amritsar = e .o : .e . 17
Ludhiana .- . .. . 15
Rawalpindi .. .. .. « 6
Ambala .- .. 5
Lahore, Ferozepore, Multan and Slmla .. 4each.
Gujranwala .. .. .- .. 3
Sialkot . e A . 2

Dera Ghaz Kha.n - .. .. 2

There may be a few more, but the number is probably less than
100, aad there are, it scems, 18 districts with none at all. This wasnot
alaays so. Witnesses were unanimous that they have declined in
number and their business greatly in volume. The decline began in
¢ko nineties in the small towns on-the banks of the Indus and Jhelum,
where the advent of the Railway led to a big deflection of trade from.
river to rail. The bankers of Pind Dadan Khan, Bhakkar, Leiah, Dera
‘Ghazi Khan, and Mithankot—to mention some of the towns affected—
were unable to adjust themaelves to the change ard began to decay.
In the next decade, with the spread of the commercial bank, the decline
became general, and it may be said that when the war broke out the
indigenous banker was doomed.2

188. The causes of this decay are not in dispute. Much the most
important is the great development of com-
. mercial and co-operative banking. Broadly
speaking, the indigenous banker has found it impossible to compete
with the Imperial Bank in remittance, with the co-operative banks
in deposits, and with the joint stock banks in advances. He still does-a
good deal of remittance, but like the joint stock banks he is handi-
capped by being obliged to charge more than the Imperial Bank, which
‘has special facilities for the purpose. In the old days, when his volume
-of business was much greater, he had extensive business connexions,
with branchbes in some gplaces and correspondence in others, which
enabled him to renit over a wide field. His charges were higher than

Csuses of the decline,

1Cf. Evw. pp. 532, 867 and 905.
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those of commercial banks to-day but ke was able to offer remittance
facilities t¢ places whkich now have to remit by kand or by postt With
deposits, it is less a matter of rates than of confidence. His rates, five
to six per cent, are not very different from those of the leading co-

operative banks, but he does not, and cannot, inspire as much confi-

dence as banks which are under the ®gis (though not under the manage-
ment) of Government. He has felt their competition the more keenly,
inasmuch as like them he draws most of his depositors from the
official and professional classes. In the field of loans, he had the ad-
vantage as long as banking could be done largely on a personal basis, but

the trend of the times is against this. Business has much wider rami<
fications, and is subject to far wider influences, thau thirty years-ago.
Recently too—so we were told by many—the personal security of
ordinary business men hag deteriorated. Moreover, these are days of
large-scale operations and of quick business-like despatch. In both

respects the indigenous banker is at a disadvantage. He is not as.
prompt in his methods as a bank, and with diminishing resources the-
volume of his business is declining when success demands that it should

increase. Accordingly, just as in England the old family bank has had.
to give way to the large joint stock bank, the indigenous banker is
being obliged to give way.to the commercial bank.

Three minor causes of decline may also be mentioned. Firstly,.
in the great commercial expansion after the war, believing that he.
might make good in trade what he was losing in banking, he began to
develop his trading activities and in many ‘cases became more of -a.
trader than a banker2 Some, too, tempted by the glittering fortunes
being made around them, speculated and paid the inevitable penalty.
Secondly, thé indigenous banker’s chief instrament of credit, the-
hundi, is much less in favour than it was. Owing to the heavy stamp
duty to which it is liable and to which we have already referred,%it has
become much less popular with borrowers who have to pay the duty,
than the pronote, upon which the duty is far less. This husled to &
restriction of business, since the pronote is a much less satisfactory:
instrument of credit.8 Thirdly, many of the large exportmg firms,
who export most of the produce of the province, find it cheaper to bave
their own branches in the mandis and no longer employ the indigenous
banker as their agent. ‘

189. Indigecous bankers generally, but not akways® combine
banking with some other business.¢ -Some-

Nature of ‘business— deal in bullion, many in produce, and a few
(u) Rates of interest. _in imports. One we heard of has a flour

1Ev. 1s. 905.
2Ev. is. 534,
SParagraph 141.
4Fv. 4i. 689.
5Ev, #. 776.
°Ev. #i. 851
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mill, and another combines banking with dealings in sports goods,
agricultural produce, and regimental contracts. Funds are raised
by deposits, by drawing hundis and rediscounting them, and by loan§
and cash credits secured on house property or Government securities.
In addition, all bankers have some funds of their own, though in most
cases less than what they borrow: For instance, one at Amritsar has
borrowed eight lakhs out of ten. Not all take deposits—it is not the
-eustom at Ludhiana—, but those who take them pay anything up to
8ix per. cent according to market conditions and the period of the de-
posit. On hundis and loans the rates vary with the bazaar or the bank
‘rate, according as dealings are with the bazaar or a bank. For first
-¢lass hundis the bazaar rate is generally 4 to 1 per cent below the bank
rate? and as in the last three years the bank rate has averaged just
.over six per cent,? the sound indigenous banker who takes deposits
‘has been able to borrow all his funds at an average of 6 per cent or less."
Like the central co-operative banks, the ipdigenous banker works on a
margin of 2 to 3 per cent,* which is narrower than that of joint stock
‘banks, and he is able to do this because his overhead charges are less.
No one put his net profit from banking at over 6 per cent, and thein- -
-come-tax figures in Statement No. 5 (Part TI)® suggest that this is
not far wrong ; for as a rule lending at 8 or 9 per cent and borrowing
.af six and occasionally incurring bad debts, he could only make a sub-
sbantial profit if he borrowed largely; but with his best source of
borrowing—deposits—drying up, this is difficult, if not impossible.

190. The indigenous banker purchases and sells demand bills,

. discounts and rediseounts usance bills, stores
(b) Advances. valuables, and advances against all the usual
-forms of security, but principally against house property and orna-
ments, On hopse property he advances up to 50 or 60 per cent. of
value, and on ornaments up to 75 or 80 per cent. He used to advance
.against agricultural land, but with the passing of the Land Alienation
Act discontinued doing so. From half to three-quarters of his advances
.are generally secured, but a fow bankers still prefer to depend mainly
‘upon personal credit. One of these, a banker of Ferozepore, who
.advances mostly to traders, told us that he preferred not to take any
.gecurity at all, though he accepted it when offered. Feeling that
-the safety of-his business depended upon the character and reliability of
his clients, he considered that an undesirable element of risk crept ‘in
when secunty had to be taken. He admitted, however, that owing to
~the decline in confidence® it was becoming increasingly difficult to do

1Ry, ii. 532.

3In Amritsar the highest point touched by the bazaar rate in the last five years
is 7 per cent as against 8 per cent in the case of tho bank rate Ev. 5, 691), -

sStatement 27 (p. 377). ‘
¢Ey. i, 633. '
SP, 331.

-6 Corroborated by others, cf. Ev. #i. 653, 825.26,
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business on these lines. In his case the results bad been satisfactory,
for he had had only one bad debt in five years,!

The indigenous banker’s main function is to finance trade. He also
helps industry, and to some small extent agriculiure. Advances are
made for fixed periods varying from two to six months, or, in the case
of agriculture, till the next harvest. Intbe case of good clients they are
frequently renewed, or they may take the form of a cash credit duly
secured or guaranteed by sureties. Sureties are seldom taken for
ordinary loans. Generally the object of a loan has fo be stated, and
it would seem that most of the loans—the lowest percentage mentioned
was 70—are for productive purposes. DBusinessmen are reasonably
punctual in their repayments, but others have usually to be pressed.
These are all points to be remembered when we come to compare the
rates of inter st in town and country. When a client defaults, the first
step is & reminder by registered post ; and the second a verbal request
through a person of influence. It is only when all other remedies have
failed or the period of limitation is about to expire that a suit is filed.
This is the case with money-lender as well as banker, and the explana-
tion is to be found in what was said in the last chapter about the ad-
ministration of the law. .

191. Anmritsar, with seventeen, has more indigenous bankers than
. any other town in the Punjab. Eight live
Amyritsar. by banking only, and five combine it with
commission agency.? In the old days bankers did more banking than
business : now the tendency is the other way. The businesses are of
all sizes and vary in capital from Rs. 20,000 to 20 lakhs. Only the
bigger firms rediscount hundis ; the others purchase them and advance
against stock in trade. Not all take deposits, for a few have enough
~ funds of their own. Deposits used to be received from outside, but now
they mostly go to the banks. Similarly, ten or fifteen years ago the
indigenous bankers used to take an important share in financing the
picce-goods trade, but they have been largely displaced by the Exchange
Banks and the Imperial Dank.?
192. Several witnesses suggested that the indigenous banker was.
1l ith Comme handicapped by the unsympathetic unhelpful
m‘}'ii:;z:' with Lommer-  attitude of commercial banks, but the charge
did not go beyond mere statetoent. In regard
to the Imperial Bank, the Manager of its Northern India Branches.
stated that it had not in any way restricted its Lurincss with the in-
digenous banker, but the latter did not come to it, partly because (for
reasons already explained)d his bill portfolio wes full of demand pro-
notes, which banks will not discount. The Manager added that there

iEv. i, 7T80—88,
Eo. il. 861,
SFu, . 882,
Paragraph 188,
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-deposit acoounts, and they claimed that they should be treated in the
:game way af joint stock banks, whose accounts, though liable to seruti-
‘ny, were rarely examined in detaill The accounts of a joint stock
bank are protected by the Bankers’ Books Evidence Act. This Act
‘has not been applied to indigenous bankers, presumably beeause their
“business is not regulated by the Indian Companies Act and is not legally
gubject to audit. If at any time it were found possible to bring their
-operations under legal control, the question of extending the Bankers’
Books Evidence Aeb "to them will no doubt be considered. Till then
it is clearly impossible to protect their accounts in any way from such
=gorutiny as the eircumstances of each case demand.

Ep. §i. 1739, 860.



CHAPTER XIV.—MoNEY-LENDERS.L

195. The chief problem of banking in the Punjab is the problem
. . of the money-lender. In 1922, Mr. Calvert
Trtl;‘:::e number and im- oo loplated the number of money-lenders at
L ’ about 40,000.2 This estimate appears to
‘have been based upon various statistical returns, mainly relating to
income-tax and none later than 1918-19. Little account can have
been taken of either the agriculturist or the female money-lender,
because the latter has probably never appeared in the income-tax
returns, and the former has only begun to do so since 1921, when
income-tax administration became more efficient. We shall see pre-
sently that agriculturist money-lenders; excluding those who advance
only against mortgage, number about 19,000. It is impossible to
calculate the number of women who lend, but the evidence of the
Inspectress, Co-operative Societies, shows that it must be consider-
able, for about 5 per cent of the 2,000 members of women'’s co-opera-
tive societies apparently make a practice of it. The Census Report -
for 1921, on the other hand, states that the number of ordinary money-
lenders has almost certainly declined.® If we set off the number of
women who lend against this decline, we are still left with 59,000
money-lenders. Tentatively, therefore, but cautiously, we may say
that in the Punjab there must be at least 55,000 who depend solely
or in part upon money-lending. We are upon surer ground when we
add that after agriculbure money-lending is the most important in-
dustry in the province, and that in 1928-29, it paid 36 per cent of
the total income-tax paid by business and industry.

The Urban Money-lender.
196, * Though it is often difficult to say whether a money-lender
Distinguished -from the is urban or rura.l., gince he frequently does
indigenous banker, both types of business, there is a clear differ-
ence between the money-lender who .lives
in the village and his cousin who lives in the town. We will describe
the latter first. Just ag it is sometimes difficult to, distingnish between
the urban and the rural money-lender, it is not always easy to distinguish
between theurban money-lender and the indigenous banker. Like the
banker, the urban money-lender may take deposits and deal in hundis,
but neither the one nor the other will be an important part of his

!Separate information is not_given for shroffs, since, so far as they do banking.
or money-lending, their methods do not differ from those of bankers or money-lenders
In the Punjab, the term ‘shrofi’ (seraf) commonly means one who deals in bullion .and’
ornsments, whether he lends money or not. But it is also applied to..them. who act
as guarantee brokers for exporting firms (see paragraph. 99), and oooasiohally,
¢¢., in Ludhiage, to big money-lenders who do not deal in bullion, probabiy
because their ancestors did. .- Tt

P, 129,

0p. cit., p. 361.
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business; and money-lending itself may be combined with, and even
be subsidiary to, some other form of business such as commission
agency. The indigenous banker, as defined in the last chapter, may
also combine banking and business, but in his case banking is primary.
“This is largely a difference of degree, and the other differences between
the two are of much the same nature. The indigenous banker finances
‘trade and industry rather than consumption ; the urban money-lender
consumption rather than trade. Both banker and money-lender
-advarice partly with, and partly without security, but the banker
more often with than without, and the money-lender probably more
often without than with., The banker is generally particular about
the objects for which money is required: the money-lender is less
careful. A further difference, and one no doubt arising from the last.
two, is that most of the banker's clients repay punctually, and most
of the money-lender’s have to be pressed. The banker, therefore,
can afford to lend at 6 to 9 per cent and rarely goes beyond 12 per
cent, but the noney-lender commonly charges 9 to 12 per cent and
goes up to 18 per cent.l  The difference-is a reflexion ¢f the greater
~ trouble and risk involved in the urban money-lender’s system.

197. It is sometimes supposed that rates of interest vary with
Drban rates of interest locality and that they are necessarily lower
- " in the town than in the v1llage This is only
true to a slight extent. The preponderating factor in both cases is the:
quality of the security offered, with special reference to the trouble
and risk involved in the loan. In both town and village, the rates for
first class security range from 6 to. 9 per cent,? and for good second
class secunty from 9 to 12 per cent,  and 1in both, when matena.l
gecurity is not forthcoming, they may rise to almost any figure. The
Lyallpur Colony Bank, whose 6} lakh business closely resembles that
of a large and careful urban money-lender, provides a good illustra-
tion of what is meant, for its business is as much rural as arban and
its rates are not necessa.nly higher for the one than the other. Against
ornaments and stock in trade, which after Government securities.
pmwde the best security, 9 per cent is charged : against house pro-
perty, a less gatisfactory but on the whole an acceptable form of
security, the rates are 9 to 12 per cent, and on pronotes 104 to 12 per
cent. The maximum rate is 18} per cent (Re. 1-2-0° per mensem),
but is rarely charged since few unsecured loans are mage.t-
198. So far, we have been speaking of the money-lender who
! finances trade and commerce, and consump-
“The Loan Shark.. .. 4i,n in its larger and more respectable - as-
pects. (By consumption we mean any need not directly relating to dis-
tribution or productlon) There is another cla.ss whlch hardly touches

1Ev.i. 1175.

$Ev. pp. 533, 776, 718, 812, 951, 1035.
336 paragraph 47, cf., Ev. i. 200,
SEv. 4. . 663, cf. also Ev. &1, p. 827.
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* trade and commerce ami confines itself largely to the smaller_type of

nsumptive loans. This class is common to large cities all over the
world, and from it is recraited what is known in America as the loan:

. -shark. Money-lenders of this type deal mainly with those who have
little or no security to offer, beyond perhaps a fixed wage or salary
or a prospective hope, and whose need for money is often too great to: {
permit of any equality of contract, or whose personal extravagance
makes them as careless in borrowing as they are reckless is spending. *
‘They dictate the terms, and in doing so take full account of the risk,
trouble, and cost involved in the loan, and also of the need of the bor-
rower, which is apt to be freely exploited. On paper the terms may
appear extremely harsh, but they are not necessarily so in practice.
In Lahore, under a system popularly known as khuda ka khaufl the
divine displeasure is invoked to protect the punctual borrower from
having to fulfil the full terms of his bond. To guard against the risk
and inconveniences of default, a much larger sum is specified in the
pronote than the amount advanced, sometimes indeed as much as
double ; but if the loan is punctually repaid with interest at 12 per
cent, no more will be demanded. And the seal of this is the money-
lender’s ¢ fear of God,’ a fear that is apparently sufficiently strong for)
the purpose. The money:lender’s excuse for entering more in the
pronote than is advanced is that the excess represents a pre-payment
of interest, and as a rule corresponds with the amount of interest
payable for the stipulated period of loan. The rate of interest may
be anything from 12 to 48 per cent (or more) and varies with the security
and need of the borrower. The borrowers are mostly persons in rail-
way or (Glovernment service—clerks, guardg, engine-drivers, and so
forth.2

199. Finally, there is the Pathan, who is safficiently numerous.

) in Lahore. He is the worst type of loan:

* The Pathan. shark, and his avarice is only limited by his
capacity to extort. He lends small sums to those who are almost. too
poor to borrow at all—to clerks, peons, washermen and sweepers,
and his lowest rate is & monthly charge of one anna in the rupes, i.e.,

. 75 per cent & year, and his actusl rate may be twico as much. For
recovery he depends mainly upon personal intimidation, in which he is
greatly assisted by the reputation of his race.

200. Lala Ram Lal, Bhalla, Income-tax Officer, Lahore, who has:
written a useful note on the subject of money-

Lahore. ' lending in Lahore, estimates the amount in-
vested in it at 128 lakhs. Of this amount 70 lakhs are advanced by
twenty money-lenders of the exploiting type, and of the remaining
58 lakhs not more than eight are employed in financing commerce
and trade. The rest is mainly applied to consumptive loans, mostly

iLiterally, fear of God.

SEv.i. 170.
2
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gecured against house property. A point characteristic of a large °*

amount of the money-lending of the province and bearing upon

what was said in Chapter XII about the Regulation of Accounts Act

is that there is not a money-lender in Lahore who produces regunlar
accounts based on a cash-book.!

201. Al Income-tax Officers were asked to submit a return

, giving various particulars for the money-

The moneylender's net Jonqerg gssessed to income-tax in 1928-29,

profit.

The results are given in Statement 52
and show that 2,292 urban money-lenders were taxed upon an income
of 79 Iakhs, representing a return of 8 per cent upon 9} crores of capital
invested in money-lending. The return represents the net profit after
all expenses and bad debts admissible under the Income-tax Act
have been deducted or taken into conmderatlon The Income-tax
Officers were also asked to g;ve their opinion, in the light of their gene-
ral experience, as to the net income that an urban money-lender might
expect to make over a course of years after deducting all expenses
and bad debts. Their replies are tabulated in Statement 13,5 and
show rates varying from 4} to 12 per cent. Seven mention rates of 6
per cent or less, and only two rates over 8 per cent. The highest
estimate is 12 per cent for Lahore. The existing trade depression
has probably colouted their estimates, as it has so much of the evidence
given before us, and this requires to be discounted. We must also
remember that the ordinary lending rates in the town are 9 to 12 per
cent, and that with the better type of money-lender, whom alone we
are considering, bad debts on any scale are uncommon. Those shown
in Statement 5 represent only 0-4 per cent of the invested cafital,

and even allowing for the restrictions of the Income-tax Act, it is doubt-
ful whether ordinarily they exceed one per cent. On the whole, there-
fore, we think it unlikely that the average return on respectable urban
money-lending is less than 9 per cent. For the less reputable types
it is probably more, but no estimate of any value can be attempted.

The Rural Money-lender—The Sahukar.

202. So much has been written in the last eight years about the

L, rural money-lender in the Punjab* that we
His importance. do not propose to deal with him at any
length. He is even more important than the urban money-lender and
in 1928-29 represented nearly 20 per cent of the mcome—ta.x assessees
of the province. In that year 5,998 were taxed upon an income of
170 lakhs produced by 13 crores of capital. His stronghold is in the
south-east and the south-west, and in three districts—Karnal, Rohtak,
and Gurgaon—he contributes 60 per cent or more of those taxed. A
note describing his position was submitted to the Royal Commission

| eamm—

1Ee. §. 181,
J3P. 330.

P, 349,
4Calvert, 0p., cil., Chapter X, Pb. Pst., Chapters X and XI, and R, L. p. 3236



133

on Agriculture in 1927, and we circulated copies of it to all Assistant
Registrars and Income-tax Officers for opinion as to how far it held
good to-day. Their replies, which we have summarized in Note C*
give a good general idea of the moneylender’s present position.
203. All agree that the sahukar isreducinghis business. For
L . this many reasons are assigned, the most
i,,])::r,ﬁ.m business, and important of which are the following :—

(a) The legal protection given to the peasant proprietor borrow-
er, combined with a greater tendency on his part to take
full advantage of it ;

(b) the rise of the agriculturist money-lender ;

(c) the rapid growth of co-operative credit societies, and

(d) the counter-attractions of trade.

As to (a), the agriculturist cannot now “be evicted by a ecivil
eourt without the intervention of the revenue authority ; his plough
cattle, implements, and seed cannot be attached ; if he is sued, in-
terest charges can be examined, and, if necessary, reduced ; and, when
he dies, his ancestral land is not liable for the payment of his debts
unless they are charged upon it.”® -Further, subject to what is said
below, as the result of the Lard Alienation Act, his land cannot
be sold in execution of a money decree; and all that a
decree-holder who 18 not a member of a notified agricultural
tribe can do is to apply for a temporary alienation of it for at most
twenty years.® This has been partially modified by a recent judgment
of the High Court of Judicature, Lahore, in which it was held that the
receiver of the property of an insolvent agriculturist was entitled to |
sell it to an agriculturist.®

1 In a comparatively poor country where there is little movable
‘property, apart from cattle, implements, and seed, and where orna-
‘ments are generally considered to be the property of the women, land
is not merely the best, but often the only, security that can be pledged
- by a borrower. But, if Jand cannot be sold, and possession can only
! be taken for twenty years, its value as a security is obviously much
j reduced. Accordingly, after the passing of the Land Alienation Act,
the sahukar was obliged to rely for recovery largely upon a semi-
monopolist position which made him indispensable to the cultivator.

% Linlith yow Commission, op. cit, VIII, p. 592.

*P 170,

8 Pb. Pd.; p, 207.

¢ This applies only to members of agricultural tribes ; other people’s land canv
bgaold'nh the sanction of the revenue authoritics, which, however, is pot always:
#Aiven. ’

SAIR, 1928, Lakore 734 (Jai Mal v. Chanan Mal). :
R «1a civil appeal No. 2526 of 1928, decided on the 12th July 1930, it has beenr
held by a beneh of two Judges that the view taken in the casc referred to above is
erroneous, and that the land of a member of a notified agricultural tribe cannot be
sold a8 the result of proceedings under the Provincial Insolvency Act (Chairman).
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worked well enough, but since then two formidable rivals have begun
to menace his position—the agricalturist money-lender and the co-
operative credit society. The importance of co-operation has already
ll@)een emphasised, and that of the agriculturist money-lender will shortly
be evident.

204. There remains the fourth factor, the attractions of trade.
Migration to Town and Almost wherever we went we were informed
Market, i that here and there money-lenders were leav-
ing the village. The zemindars we met at
Amritsar, Jullundur, and Rohtak all admitted it, and we heard an
echo of it as far north as Rawalpindil The migration began to be of
consequence in the great boom after the war, when many sahnkars,
who, it must be remembered, are generally shop-keepers and traders
as well as money-lenders, were tempted to leave their villages and
seek their fortunes in the smaller towns and the newer colony markets.?
The migration would probably have been completely arrested by the
present commercial depression but for two factors—the feeling of
growing insecurity in certain areas, and the increasing difficulties of
recovery. The first is of minor importance, but it cannot be alto-
gether ignored for it was mentioned by a number of witnesses, and
their evidence is to some extent corroborated by the criminal statistics
of the last three years, which show that serious erime is increasing.4
205. Upon the difficulties of recovery we have had more evidence
tendered than on perhaps any other subject.
Recovery of Dues. . Vyitness after witness inveighed against
the Land Alienation Act, the law’s delays, hand the .inability of the‘
courts to execute their decrees either promptly or fully. All three
points have already been dealt with,S and in regard to the two last it
has to be admitted that they put a premium upon default and favour
the bad borrower at the expense of the good. Buf, even when the
Land Alienation Aet does not apply, and no recourse to the courts is
necessary, recovery in cash presents unusual difficulties. The recovery
of land revenue, with all the force of State authority behind, it, in-
volves the issue every year of about 14,000 coercive processes,® and
until the necessity of paying income-tax punctually was understood,
& very large number of penalties—for instance, 5,834 in 1923-24—had
to be imposed. When Government itself lends-mongy, it const»a.ntly‘
has bad debts. Out of the 55 lakhs advanced under the Agriculturists
Loans Act in the five years ending 1928 eight per cent had to be

"Ev., pp. 163, 193, 201, 216, 389, 416, 418, 763, 869, §78, 885,
1Ev. §. 170,
3Ev., pp. 193, 201, 390. i
Criminal Justics Report, 1927 (paragraphs 22-23), and ibid, 1928 (paragraphs
21-32). The 1929 figureq are no better, -
3See Chapter XII.
sThe average for the five yeara ending 1929 is 13,933.
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written off as irrecoverable, and under the Land Improvement Loans
Act 87 per cent of the amount advanced in Gurgaon and due for
recovery is in arrears. Estates under the court of wards experi-
ence even greater dxﬂiculty On a ten-year average' 26 per cent of
their cash rents are in arrears at the end of the year. Some of them do
money-lending on & large scale, and in the three years ending.1929
one of them (Mamdot) earned a net return of only 2-86 per cent upon
its capital of 5} lakhs. This figure is particularly significant, since
the estate deals almost entirely with big landlords, who presumably
offer good security.

Of all rural credit agencies the co-operative credit societies are
perhaps the most successful in ‘recovering -their dues. Yet, even in
their case, though their bad debts are negligible, we estimate that the.
cost of management, much of which is the cost of recovery, amounts
to over 2 per cent of the amount on loan2? This is largely
because so few members repay their loans of their own accord.
A special inquiry was made on the subject from all Assistant
Registrars, and m their replies they were asked to differentiate
between societies in class A and class B and those in class C, which form
three-quarters. of the whole. So far as class C societies are concerned,
Jullundur would seem to be the only district in which more than one-
third of the members repay without pressure, and in most districts the
percentage is put at less than 20. Even in class A and class B societies,
the percentage given is 83 or less in fourteen districts. If thisis
the case with the members of co-operative societies who receive some
teaching on the subject , the task of rccovery is not hikely to be easior
for the money-lender. It was, indeed, the universal complaint of those
we met that the difficulties were increasing, and that this was prejudicing
their business ; and we were informed that in many districts they find it
advisable to employ an influential zemindar friend, a lambardar or
a zaildar to assist thems,

206, In a previous chapter we analysed the rates of interest
Net Profit—Estimate by ¢ommonly charged by the rural monéy-
Income-tax Officers and lendert. - We must now attempt some estimate
Others. ' of what he actually receives by way of net
profit. Unfortunately very few accurate statistical data exist for
the purpose. If the rural money-lender kept proper accounts,
the income-tax returns would provide an excellent basis for an
estimate ; but his accounts are notoriously sketchy, so much so that,
with about two- thirds. of the 5,998 rural money-lenders * assessed
in 1928-29, a_flat rate had to be applied to determine their assess-
able income, This flat rate takes only the roughest .account of
bad debts and of the cost of recovery, which we have just seen may

-2 Based on the ten years ending 1927-28.

$See NoteL. (p. 269).

 This is done for instance, in Muzaffargarh, Dera Ghazi Khan (488), Multan
(221, Ramlpmdl (860), Una tehail (416) and “Hissas (349).

6 Paragraphs 47—50, .
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be considerable. In the absence of statistical information the Income-
tax Officers were asked, as in the case of urban money-lenders, to esti-
mate, in the light of their everyday experience, what not profit & rural
money-lender might expect to make over a course of years after allow-
ing for expenses and Lad debts. Their replies are tabulated in state-
ment 13;! and, though only personal estimates, they Lave a
certain value as representing the opinions of intelligent officials, many
of whom have to assess several bundred money-lenders a year. The
highest. estimates are 15 per cent for Karnal, 18 for Lakore, and 20 for
Montgon:ery. Five more run from 12 to 15 per cent. The lowest are
6 per cent for Jullundur and Hoshiarpur, and 7 for Rohtak and Guj-
ranwala.

We did not, however, confine our inquiries to Income-tax Officers,
and some other estimates given us may be quoted. Mr. Conville of
Convillepore - (Montgomery), who speaks with experience, estimated
the rural money-lender’s net profit in Montgomery at 15 per cent, or
“ perhaps less™?, and an indigenous banker gave us the same estimate
fur Ferozepore.? Mr. Brayne, on the other hand, puts it at only
‘b per cent for Gurgaon®. The views of money-lenders on such a subject
have little positive value, but some of them are not without interest.
‘A member of a deputation we met at Jullundur put the net profit at
12 per cent, but the othcrs who were present said it was only € to 7 per
cent.’ A money-lander st Rohilak put it at 9 per cent, and a member
of a money-lending family in Tarn Toran (Armitsar) estimated it at 15
ver-cent ¢ when the capital - employed was ter to fifteen thousand
Tupees, and at somewhat less when the capilal was larger.”

207. Much the most reliable information given Gs on the subject
was a note by Sardar Chanda Singh, Income-
tax-Officer. Hissar, written when he was In-
come-tax Officer at Rohtak, and subsequently amplified at our request:
The note gives the results of a statistical inquiry based upon the account
bocks of 338 Rohtak rural money-lenders assessed to income-tax.?
Of their total capital of nearly 60 lakhs. 25 per cent was deposited
with mahajans in towus and mandis at an average rate of
6} per cent,® and the balance was invested in loans to agricul-
turists at varying rates, the most common of which were 12 and 18
per cent. The average rate was 16} per cent, out of which, however,

A Rohtak Inquiry.

-

1P, 349,

2 Ey. is. 902.

3 Ey. i. 789.

4 Ev. 5. 108-109

* Ev. 4. 778. .

o Ey. 4. 1054,

' ¢f. also R. L., p. 112. :

8 See note K (p. 244); .

9 Nowhere else did we hear of large deposits by rural with urban money-lenders.
The contrary is not uncommon.
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only 13 per cent was finally adjusted in the accounts. The differ-
ence represents the concessions made by the. money-lender to his
clients. The inquiry is defective in one respect : it makes no allowance
for bad debts But the Income-tax Officer stated that, after discussing
the question with many rural money-lenders and examining the accounts.
of thirty money-lenders in Hissar for five years,t he was of opinion that
the rural money-lender’s net profit amounted to about 12 per cent.?
He added that the whole inquiry was characteristic not only of
Rohtak, but also of Hissar and a good part of Gurgaon.

208. For the southern. Funjab then it may be sald that over a
N . period of five or ten years the rural money-
mﬂ’f Committee’s  esti- Jonder earns on the avg;age about 12 per cent.
net upon his eapital. In districts where the
unsecured loan i3 more. usual than the secured, and where the common
rate is 24 .or 25 per cent, the net profit is probably as high
a8 15 per cent; and contrariwise, in districts like -Jullundur and
Hoshiarpur, where secured debtis commoner than unsecured, and
where the money-lender is hard pressed by the competition of bis two
rivals, it probably runs from 10 to 12 per cent? For the Punjab
a8 3 whole, taking into consideration both secured and wunsecured
debt, we may say that it is- probably between 12 and 13 per cent. We
say this with the more confidence since the return for the 5,998 money-
lenders taxed in 1928-29 gives a net return of 13 per cent.

209. Enough has been said to show that the position of the sahukar
Present Position of the 18 not as strong as it was, With a few ex-
Sahukar. ceptions, most of the Income-tax Officers and
Assistant Registrars agree that it is deteriorating®. In more than one
district the zemindars we met admitted this themselves. In Jullundur
they added that it was partly due to the difficulties of recovery,® and
an agriculturist money-lender there, a Pathan, endorsing this, said
that even Muhammadan money-lenders were migrating to the town.’
On the other hand, in Attock and Mianwali the sahukar is reported to
be almost as strong as ever®, and in the richer parts of Lahore® and
Ferozepore still to have a tight grip over his debtors. In Rohtak, rela-
tions between him and the zemindars are said te be strained, the resvlt,
it would seem, of communalivm, propaganda, and rivalry with the agri-
culturist mcoey-lenderl® In welcome contrast o this, the leader of:
the zemindars who waited upon us at Bhiwani assured us that rela~

1 8ee paragraph 181.

3 Ev., pp. €60, 1064. . ) -

3 The Income-tax officer, Jullundur, put it as low as 6 per cent: and, in support
of this, quoted figures for 16 assessees ; but this is too slender a basis for an estimate of
this kind ; moreover, he admitted that the figures related to seasons of poor harveste
{pp. 170-71). -

.P ¢ See statement 6 (p. 332).
S See extracts from their replies on the subject in note C (p. 170). Cf. slso
Ev. 4. 464,

¢ Ev. pp. 878, £85.

* Ev 4. T79.

$ Ev. i. 464,

? Ev. i. 394.

» Fyp., pp. 163, 360, 969.
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tions there were most friendly, and he spoke with warm gratitude
of the generosity shown by local mahajans in providing their eattle
with large quantities of free fodder during the present scarcity. On
their side, the money-lenders who met us admitted that, owing to the
searcity, 70 to 75 per cent of the cultivators could not repay their loans
for lack of funds.

Tar AGRICULTURIST MONEY-LENDER.

210. One of the most striking featares in the rural economy of
. . this provinee is the growth of the agriculturist
The Muhammadan. money-lender during the last twenty years.
Some account of this will bo found elsewhere,! and further information
tion is given in note R,? which summarizes tbe results of two
inquiries initiated by Mr. C. F. Strickland, I.C.S. (retired), when he
was Registrar, Co-operative Societies, Punjab. The note.shows that
in 1928, when the second of the two inquiries was made, there were
probably about 19,000 agricalturist money-lenders in the province
{other than agriculturists advancing only on mortgage), and that at
least 1,000 of them must be Muhammadans. The latter suggests that
the Muhammadan attitude towards the taking of interest is changing.
QOur evidence suggests this too. At Lyallpur and Okara we were
informed that Muhammadans now generally took interest on the money
they advanced,® and even is in so conservative a district as Multan we
heard of a number who carried on a regular money-lending business on
the usual lines.* Sometimes, as a concession to seruple, service or
supplies in kind are taken instead of money, and in a village surveyed
ear Lahore it was found that those who borrowed from Muhammadan
iculturists had in return to assist in the carting, weeding, harvesting
r threshing of their creditors, and from time to time to supply them
ith free gifts of fodder and manures

211. The tribe that provides the largest number of agriculturist
. money-lenders is the Sikh Jat, which means
The Sikh Jat. that the agriculturist money-lender is most
numerous in the central Punjab. Every Sikh village in Amritsar is
said to have one or two of them,® and the Jullundur and Nawashahr
tehsils, to contain many more.” In Gurdaspur eighty (nearly all Sikhs)
are assessed to income-tax out of a total of 400 assessed in the provinee.
The only non-Sikh district, where they are strong, is Rohtak, and they
are strong there because the retired soldier, generally a Hindu Jat, .
tends to invest his savings in money-lending. This is much less the case
in the great soldiering districts of the north as they are almost entirely
Muhammadan.

1 Pb. Pst., pp. 226-21.
SP. 30%

8 Fo. ii. 922,

¢ Fo. ii, 866.

$ Cf. R.L., pp. 185-87.
¢ Ev. i. 379,

? Note C, p. 170.
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212. We have so far spoken of the agriculturists who lends without,
The M _ as well as with, seeurity. If we- include the
ortgagee. agricultarist mortgagee who advanees only on
the security of land—and such advances are a form of
money-lending—it is probable that the number of agriculturist
money-lenders will greatly exceed 19,000. Statement 9 (table IIIP
shows that 75 per cent or more of the land mortgaged in
the last 25 years has been mortgaged “to agricultural tribes; and,
as the total mortgage debt of the province in 1929 was about 59
<orores, it follows almost certainly that three-fourths of this sum,
viz., about 45 crores, is due to agriculturists. In view of what is
said in note S (paragraph 5)2 the sum is probably greater
for the agriculturist mortgagee tends to advance more proportionately
than the non-agriculturist.3
213. The very large figures given in the last two paragraphs,
. combined with the tendency on the part of
Are Agriculturist Moncy- the sahukars in certain districts to migrate
denders increasing ? from the village, suggest that this question
should be answered in the affirmative; and
this is the way it is answered by the Assistant Registrars of most of
the districts chiefly affeoted.# The village survey reports point in
the same direction.3 In the seven villages for which figures are
given in Note H. ( item 13)% there wera found to be 89
agriculturist money-lenders as against 54 non-agriculturist. In three
villages (in Lyallpur, Jullundur, and Rohtak) the number rose in twenty
years from 7 to 67, the correspending fizures for non-agrieulturists
Leing 14 tn 83. It is significant too that in six of these villages agricul-
turists hold 90 per cent or more of the total area under mortgage,
and 35 per oent of the unsecured debt. In the Jullundur villages
(population 2,738), there are 62 agriculturists who lend money in one
form or another. Twelve of these are money-lenders in the full sonse
of the word, and ten of the twelve Muhammadans (Arains), who take
interest like anyone else. In the Rohtak village, the number of agricul-
turist money-lenders is double that of all other classes of money-
lenders put together. A special inquiry was made by the Assistant
Registrar, Lyallpur, in 22 Sikh villages scattered over the district.”
Amongst 1,173 Sikh families were found 269 money-lenders (other

TP. 337. .

* Pp. 314.15.

3 Interesting light is thrown upon the agriculturist mortgagee by the Board of
‘Economic Inquiry’s two inquiries into mortgages in Ferozepore and Rawalpindi in 1924-25.
TIn the two assessment ciroles to which the inquiries were confined, it was found that 87
per cent of the total mortgage debt (33 lakhs) had been advanced by agriculturists,

. agrH
end in the Ferozepore circle that the non-agriculturist y-lender took almost no
part in this form of money-lending (Rural Section Publications, » and vi, 1925). '
¢ Eg., Amritsar, Jullundur, Hoshiarpur, Ludhisna, Rohtak, Kangra and Lyall-
pur.
% Note H. (p. 221).
s P. 221
. Sev.enh;_vliminthel‘obol‘ek&ngh tehsil, and five in each of the other three
e




. 140

than mere mortgagoes). Most of them were doing a very small business,.
but in the Taba Tek Singh tehsil 23 had advanced Rs. 90,500 or an aver-
age of nearly Rs. 4,000 each. The Assistant Registrar is one of those
who think that the pumber of agriculturist money-lenders is increasing.?
If further proof on the point is needed, it is to be found in the figures
given in note S (page 818) which show that in certain areas their-
advances have greatly increased in the last twenty or thirty years.?

214." We made many inquiries as to whether the methods and rates
of interest of the agriculturist money-lender-
Mothods and Rates of differed materially from those of the ordinary-
Interest. money-lender. The evidence we received
was contlicting, but the preponderating view was that, though there was.
no great difference in methods, his rates were, if anything, lower.3
Most agree that he is avaricious and exacting, and that, being to some-
extent in a stronger position than the sahukar, he recovers a larger
proportion of his charges. Many of the zemindars we met said they
preferred to deal with him® but competent judges doubted whether:
this was generally the case.! The probability is that the uultivator
goes wherever he can find the money he wants most easily. On one
point opinion is unanimous, namely, that the main, and sometimes the:
sole, object of the agriculturist money-lender is to get possession of the);‘
lands of his debtors. : '

215. The growth of the agriculturist money-lender oconstitutes.

an important change in village life. That it

Consequences of the has been stimulated by the Land Alienation
growth of the Agrioulturist A4t can soarcely be doubted,” but what its.

y-lender. . . o s s .

ultimate consequences will be it is impossible-
to foresee. A fow, however, begin to be evident. The first is that hey.

is even more of an obstacle to the spread of co-operation than the ordi-

nary money-lender, for he is just as strongly impelled to oppose it, and,
being & Jat amongst Jats can oppose it more effectively.® Sevondly,}
the desire to get hold of other people’s land cheaply makes him more of {
.a danger to the peasant proprietor than a ereditor who has no power_of 3
eviction. This is a disadvantage to the debtor, but not necessarily '
to the community, which may benefit by land passing out of the hands-
of the inoompetent and resourceless into those of the cgmpetent and ..

1Cf. R. L., p, 206.
2 See also Ev., pp. 217, 294, 358.
8 Cf. Bv., pp. 163, 358, 440, 448, 872, 876.

4See the notes under Bhadas,” Gijhi and Tehong in mote H (p. 221) whioh.
deals with the village survey reports ; also Kv., pp. 181, 308,

$ Ev., pp. 294, 351, 870, 872, 877.

*S. Q. Montgomery, Colonization Officer, Nili Bar, and p. 308; ¢f. R.L..
pp- 102, 103 and Fu. 1. 421.

' Of. p. 307.
* Zv., pp. 308, 887.
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esourseful. There would perhaps be no harm in giving free play to this
prineiple if as a rule debtor and creditor in the village were equally good
judges of their own interests. But this is far from being everywhere the
case, and the three Acts referred to in chapter XIT—the Land-Alienation
Aet the Usuarious Loans Aet, and the Regulation of Accounts Aet—
are based on the assamption that in the Punjab the debtor requires
some measure of protection from his ereditor. So far as the agriculturist
money-lender is concerned, the peasant proprietor, who is a member of
agricultural tribe, gets less protection than in dealing with the
on-agriculturist.

216. Thirdly, the figures given in note S (paragraph 5)t leave

. . . little doubt - that, where the agrieulturist
Expansion of Credit. money-lender is strong, he advances a larger
proportion of the value of land mortgaged to him than a non-agriculturist.

This, indeed, could hardly be otherwise since land is a more

valuable security to him. The importance of this is that it is likely to

lead to a further increase of debt. The figures in statement 9

(table V)2 show that, if the last two decades afe compared, the amount
advanced by way of mortgage measured in terms of land revenue has

increased by 46 per cent and the sale price of land by 87 per cent.
Other things being equal, this means that credit has expanded more
than mortgage debt ; and, as there is good reason to believe that the

.expansion of eredit is the chief cause of the increase of debt? any in-

crease in the resources of the agriculturist money-lender is likely to be

accompanied by an increase in mortgage debht. There are on.ly twa

ways of dealing with this : either to restrict eredit, or to educate the eul-

tivator in the use of money. We have already emphasized the para-

mount importance of education where finanee is concerned,® and, in

.doing 80 again, we would quote the dictum of the Linlithgow Commis
sion that *education and the development of character are the sole

specifies against both the wiles of the lender and the recklessness of

the borrower.”® The Linlithgow Commission were also in favour of

some restriction of credit, and recommended that no usufructuary

mortgage of agricultural land should be permitted wunless proyisiop i

m.a.de.fa:_antomahm zedemption within not more than twenty _years,

This is a far-reaching proposal which would profoundly affect the

economie life of the vﬂlage and, as we took no evidence on the subject

we hesitate to express an opinion as to whether it is either feasible o

desirable ; but we think that it requires the most careful consideration.

1Pp. 314-15.
2P. 338.

3 Paragraph 28.

4 Paragraph 152.
50p. cit., p. 419.
¢ Ibid, p. 442
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217. With a view to providing cheaper oredit faeilities for those
Licensing of Money-Jend who are not members of eo-operative societies,
oensing of Toney-lender®. it has been suggested that selected money-
lenders should be licensed and given special facilities for carrying on
their business on condition, inter alia, that they should not charge
more than'a certain rate of interest, say 12 per cent. We have care-
fully considered this suggestion ; and, though we realize that the co-
.operative thrift and eredit movement has so far touched only 11 per cent.
~of the population,! and that, even if the proposals made in chapter XI
are accepted,? it must be twelve to fifteen years before every suitable:
village obtains a co-operative society, we are of opinion that the sug-
gestion is not practicable, Few money-lenders, we think, would be
willing to submit to any restriction in their charges unless they were
given spegial faocilities for recover:ng their debts from defaulters. At
present, as explained in chapter XTI, when they sue a client, they have
two main difficulties to contend with: decrees cannot be obtained
either promptly or cheaply; and, when obtained, they ecannot be
executed either promptly or fully. The last is much the greater diffi-
culty of the two ; and, if licensing is to make any appeal to the money-
lender, it would have to be removed, or at least greatly mitigated.
This could not be done without prejudicing other interests of equal, if
not greater, importance ; for instance, co-operative sooieties, which have
been given ng special facilities in this respect. Nor could it be done at all
unless the number of money-lenders licensed were restricted to compar-
atively few in each district, a course to which there are obvious ob-
jections. We do not therefore support the proposal.

1In July 1929 the number of members of thrift and credit primary societies:
was 530,047, According to the last census, the average family in the Punjab consists
of 4,5 persons.  Assuming that each member represents a family, the total number of
persons affected is 2,385,211, which js 10.6 per cent of the total population (22.6L
millions) as estimated in December 1929.

2 Paragraph 161,



CHAPTER XV.——stcgpr.ANEous.
218. No remarks.
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CHAPTER XVI—INVEsST¥ENT HABIT AND ATTRACTION OF CAPITAL.

219. Not long ago—it might almost be said up to the end of the

. . war—the Punjab countryside did not differ
Agricultural Savings. much from smt;eenthtry century England.
“Those who save,” we read, *“hoard and do not normally
invest..... The savings of the mass of populatiom apart from
Jand and the occasional purchase of annuities, consisted, accord-
ing to their various stations, of corn, cattle, stocks of raw
material, furmture, plate, jewellery, and coins.”?- This (except in
regard to- plate) is still largely true, but since the war hoarding has
become uncommon. This is the view of nearly all our witnesses,® and
of almost all the Assistant Registrars and Income-tax Officers, from
whom special inquiries were made. The views of the latter are
summarised in Note C (part 4)3 which shows that it is only
amongst women and village menials and the more nomadie tribes
that there is now any general tendency to hoard. It might be thought
that this was due to the rural classes having little to save. This is
probably true of the majority, but it is certainly not the case witk the
privileged few who have large holdings or a second string to their bow.
During the period of high prices that followed the wsr many of the
former made small fortunes.® As to the latter, the Army pays
Punjabis about 140 lakhs a year in pensions,® and emigrants from two
districts alone (Jullundur and Hoshiarpur), remit about 18 lakhs a year
through the Imperial Bank.® But what has made the Punjab agricul-
turally the most prosperous provinee in India is its 20,000 miles of
canals. Of the effects of this, Mr. Calvert, speaking of exports, writes
that, whereas in 1872 the province received only 4 lakhs for its surplus
grain, in 1918-19 it reseived over 24 crores, and he adds that “in
thirty years exports inereased sevenfold in value and imports fourfold.”?
Of late the stream of prosperity, which after the war was almost in
spate, has experienced a severe check from the fall in prices and a number
of poor harvests.®# For the moment, therefore, saving in the village is
at a discount.

220. There is no dispute as to what the caltivator does with his
surplus after discharging all his labilities.

Modes of investmeant. If he is unmarried, he gets a wife, generally

1R. H. Tawney, 4 discourse upon Usury by Thomas Wilson, 1923, p. 103,

2See, for instance, Ev. pp. 764, 769, 867, 936 and 939.

3P, 176. .

¢Cf. Ev. . 912

$See statement 18 (p. 363).

<Ko, a8, 702,

*Op. cif., p. 162.

'F(ox' tg; s;1):mlil:y of the harvests of the last ten years see statement 9, table VI
P
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a costly business, particularly if it involves purchase.l If heis already
married, he builds himself a ‘pucca house or buys land. The whole
aspect of the countryside in Jullundur has been changed in the last
thirty years by the building of pucca houses, and it is estimated that
in Bundala alone (population about 4,000) six lskhs have been spent
in this way.? With a rapidly increasing population the purchase of
land is an even more popular form of investment and has become
almost a mania. So great has been the demand for it that in ten years
its price has . doubled.?® axd in the last five nearly 6} crores have been
paid by Punjabis, and many more promised, for canal colony land in
the Punjab, Bahalwalpur and Bikaner.4 When all three objeéts have
been satisfied, or pending their satisfaction, the Sikh or Hindu eommon-
ly invests the balance in money-lending; and how large this balance
has been of late may be gathered from the fact that in the ten years
ending 1928-29 usufructuary mortgage debt increased by 29 crores®
over three-fourths of which was probably advanced by agriculturists.®
Chapter XIV suggests that a large sum was also advanced without secu-
rity. Finally, there are deposits. Deposits are made. with money-.
lenders, commission agents, and the Post Office, and to a very small
extent with commercial banks. But the most important institution
in this respect is the co-operative village. bank, and in ten years

deposits with these societies have gone up from 18 to 62 lakhs,
221. It is an interesting subjest of speculation, which of these
Retarn on an investment forms of investment is the most profitable.
in land, ) Money-lending is particularly attractive to
the agriculturist who is not a Mubammadan,

for he not only gets a good return upon his capital but has always the
hope of ultimately getting the land of his debtor. So far as he lends
on usufructuary mortgage, he may expect from 6 to 9 per cent, and
if he lends without security he probably gets 13 to 15 per cent.” Com-
pared with this the annual return on the purchase of land is negligi-
ble. A statement for 830,000 acres (148,000 cultivated) administered
under the Court of Wards Act in different parts of the Punjab gives a
net return of 2} per cent.® The return may, we think, be trusted

'1Kg. Re. 2,000 according to zemindars of Amritsar (p. 558): Cf. Pb. Pst,
p. 59.
'R . L.p. 172, | 3See statement 28, (p. 337).
SStatement 10 (p. 339) cf. also Ludhiana, where between the last two settlements
(1879—83 to 1808-—11) 157 lakha were spent by agricultural tribee in buying land or in-
vested in mortgages (Settlement Report, 1912, page 21).

SStatement 9, table IX (p. 335).

¢]bid, table ITI,*cf. parsgraph 212. The report of the Ferozepore mortgage
inyuiry referred to in paragraph 28 (note) states (p. 17) that “ the major portion of the
money loaned out has been derived from agriculturists out of savings from agricelture”
and that in only 68 out of over 400 cases was the amount lent “ obtained from sources
other than agriculture or money-lending ”. In a similar inquiry made in Rawalpindi,
a great soldiering district, it was found that in 411 cases Ra. 80,870 had been advanced
by soldiers fiom their savings (An Inquiry into Morigages of agriciturcl land in the
Pothwar Assessment Circle of the Raxalpindi Disirict, 1925, p. 15.)

*In paragraph 208 we estimated the rural money-lender’s net return at 12 to .
13 per cent but in doing 8o we did not differentiate bet d and d
loans, For rnsecured loans cn'y, the return wiil probably Le somewhat higher.

3See staternent 19 (p. 364). i
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gYhject to three qualifications. Firstly, judging by the incidenco of
land revenue upon the whole area, which is somewhat less than the
ancidence for the whole provinee, the land would appear to be slightly
below the average in quality. Secondly, two of the three years apon
‘which the return is based were agriculturally below normal. Thirdly, the
-overhead charges of a Court of Wards administration are likely to be
heavier than those of an ordinary estate. On the other hand, administ-
tation may well be more pfficient. Fearing these different factors in mind,
we may say broadly that in the Punjab the net return of land to a person
owning but mot eultivating it, is probably about three per cent.! This
agrees generally with the evidence summarised in Note M. (p. 270).
Even with its low yield land has probably been as good as any other
type of ibvestment in the last ten years. There has been a steady
appreciation in its value, and in 1929 the agricultural land sold was
‘worth twiee as much per acre as the land sold ten years earlier2 This
means that a man who invested Rs. 1,000 in land in 1919 and sold it
in 1929 -would have been richer by Rs. 1,300 (assuming an annual net
Teturn of 3 per ‘tent), and have made a profit of 13 per cent a year.
He 'would probably have made mush the same by investing his
Rs. 1,000 in unsecured loans, but much less by investing it in a
usufructuary mortgage, and still less by placing it on deposit in any one
of the usual ways. The purchase of land has certainly been a good
investment for those who -bought to sell ; but the agriculturist generally
buys to keep, and for him 1its high price is a serious disadvantage.
Weo have seen that it is a minor cause of the great increase of debt,
and -even for those who «an buy without borrowing, it is a great draw-
‘back, since money that should go into development goes into purchase.
It would materially ease ‘the situation if the larger holders put their
savings mto the better -and more intensive cultivation of the land they
" -have, instead of competing with each other, and with those whose
need 1is ‘greater, for 'more. This is a strong agrument for developing
‘the facilities for land improvement, as suggested in Chapter VI
'222. So far we have only considered the village. The position
in ‘the town is not as different as might be
expeeted from conditions so obviously mediae-
val in the one and so apparently modern in the other. In the town
even larger sums are spent upon marriages and buildings. The whole
agpest of the eivil station of Liahore has been changed in the last 25 years,
and in the same period very large sums, probably amounting to crores,
have been invested in the building of the mandis of the sanal colonies.
Upon one of the youngest, Khanewal, it is estimated that in the five
years ending 1928-29, 82 lakhs were spent. Then, as in the village,
much capital finds its way into money-lending, which is still a profit-
able form of investment. Like the peasant proprietor, too, the small '

Savings in the Town.

1Cf. * It may ‘be-'doubted whether ‘agricultural property (in England) pays the
- possessor & return of 2 per ‘cent per annum” (W. H. R. Curtler; A short Aistory of
English Agriculture, 1909, p. 321). :

3Land Admsnisiration Reports, statement 9, table V.
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" trader largely carries on his business with his own ecapital and depends
apon his credit with dealers for the rest. Both peasant and trader,
therefore, put their savings, in one form or anothier, into their family
eoncerns. The main difference between town and village is the pre-
sence in the former of an ever-growing middle class. It is this eclass
and the many institutions it manages, which provide banks, commereial,
<£o-operative, and postal, with most of their deposits:*- We estimate
that in 1929 these deposits totalled over 80 crores,! representing ten
per cent or more of the total deposits of India in 1928.2 Some slight
idea of their distribution may be obtained from the figures for central
co-operative banks given in paragraph 166. As regards deposit
facilities, the townsman has greatly the advantage over the villager,
though co-operative societies are doing something to redress the
balance. The-townsman has also a myeh wider range of investments.
The villager has only the Postal Cash Certifeate ready to hand, and
that only to a limited extent ; but the townsman has open to him the

" whole field of Government securities and stocks and shares. Whether
this is an advantage to the ordinary investor may be doubted. So far
a8 stocks and shares are concerned, the failure in the Punjab of 69
banks in 17 years suggests that the field has treacherous places; and
the figures for Government securities in statement 20% show
that another part of the field produces only the most moderate yield.
‘An investment of Rs. 1,000 or thereabout in any of the Government
loans issued from 1917 to 1923, if sold last December, would have
produced an average of 5} per sent a year ; but the same amount in-
vested in any of the loans subsequently issued would in three cises have
yielded an average of only 1% per cent and in one case a loss of over
8 per cent. In spite of this Government securities appear to be bought
more freely than ten years ago, and in the five years ending 1928-29
the income from them assessed to income-tax rose from 9 to 82 lakhs,

a8 against a rise of only 70 to 81 lakhs in the case of Companies’®
profits.t

Ra, (Crores).
1 Commercial Banks (excluding Exchange Banks and
two others for which figures could not be obtained)—

Deposits of Punjab branches only . . 14.48
Co-operative Credit Societies . oo . 6.06
Postal Savings Bank (1927-28) . . 3.96
Postal Cash Certificates .. T . .. 2.98°
Exchange and other Banks not included above (estimated).. 5.00

32:47

* For the whole of India the latest available figures relate to 1927-28 and are ag
follows g

. Rs. (Crores).
JImperial Bank of India .. .. . . 79
Exchange Banks . . . .. 69
Indian Joint Stock Banks (w:th

a paid up capital and reserve

of one lakh and upw&rds) . . . 64
Co-operative Banka .. .. - 22
3P, 367.

“Annusl reports of Income-tax Department.
L2
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223. ‘'We msay now tabulate the different classes of investment open
. . to tk2 ordinary investor in town or village
hYleldo(dxﬂumtfqms of E:urd'mg to their_yidd -

Net return from— Pexr cent.
Baral money-lending— .
(a) mortgages with possession .. .. 6t0 9
(b) without possession .. .e e 12 -
{c) unsecured .- .- .. 13 to 15
Government securities-loans from—
(a) 1917-23, inclusive .e - .. 5.8
() 1923 to 1928 .. .. 1.6*
Postal Cach Cerfficates .. .. .. &1} (free
of tax).
Post Office Savings Bank .. . © e 3
Fixed deposit for a year with—
{a) Imperial Bank .- .. .o 31
(t) Exchange banks -. . .. 4to4}
{(¢) Indian joint stock banks .. .. 5to6
(d) Central eo-operative banks .. .. 5to6}r
(¢) Indigenous bankers, money-lenders, eommission
agents, ete. - .. .. 5t06

Agricultural land owned, but eultivated through tenants 3

224. There is one form of investment which is eommon both to
3 town and country and is perbaps the most
ellery. important in the province. This is the purchase
of jewellery. To obtain some idea of what was spent in this way,
we had inquiries made through Assistant Registrars in 48
Eight of them had co-operative better-living societies, and all but five
were in the canal colonies. The inquiry was mainly confined to the
colonies, for, being the most prosperous areas in the provinee, it was
thought that they would show the evil at its worst. The other five
villages belong to Gurgaon and should show it at ite best, for Gurgaon
is a poor district and since 1928 has been suffering acutely from drought.
The results, which relate to the three years ending 1929, are given in
statement 11 (table VIII}, ? and may be condensed thus:—

8 villages
40vilages. | with Better kving

Socketies.
Marriages celebrated .. . .. 518 146
Amount spent on jewellery per marriage .. Re. 416 Be. 103

FExcluding the loes on the 4] per cent loan of 1928
:;baenethemmu;q.paugnph 173.
. 346,
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The contrast is sufficiently striking and suggests that the better-
living society is a good means of reducing expenditure upon jewellery.
No deduction applicable to the whole Punjab can be safely based
upon 48 villages ; but one guess may, perhaps, be hazarded. About
150,000 marriages take place every yearin the Punjab.! It might be
assumed on the basis of the 40 villages without better-living societies
that an average of Rs. 400 was spent per marriage ; but this would
clearly be excessive, for the standard of living in the colony tracts is
higher than elsewhere. At the same time the three years 1927—29
were a period of falling prices and to some extent of poor harvests, and
our evidence suggests that these two factors have had a considerable
influence upon this form of expenditare. The figures also include five
villages in Gurgaon, whose economic condition is bad. Taking these
different points into consideration, and ‘considering further that itis
rare for less than Rs. 100 to be spent on jewellery at a marriage, we think
an average of Rs. 200 may reasonably be assumed. This would mean
an expenditure of 8 crores a year. The special interest of thjs figure
15 that it helps to explain what happens to most of the treasure that is
imported every year into the Punjab. On the basis of the figures™
given in statement 22, the value of this treasure is somewhere
between four and five crores. If three crores a year are spent upon
Jewellery at marriages, the total amount spent upon jewellery in a year
will be at least 3} crores, and probably more. In any case no very large
amount will be left to go underground. The figures are, therefore, a
further indication that hoarding in bullion is not as common as is some-
times supposed.

225. Whether the estimate we have just given ig correct or not,
it is an undisputed fact that every year large
sums are invested in jewellery. ‘A dealer
1n bullion put the total value of the ornaments within 20 to 30 miles of
Rohtak af fifty lakhs®, and on the basis of the figures given in the last
paragraph 2, Lyallpar must spend aboat 28 lakhs a year in jewellery,
which, indeed, is the exact amount by which its mortgage debt increased. -
in 19284, It is probable that, if this expenditure on jewellery could cease,
the increase in rural debf, which is assuming such serious pro-
portions, could be arrested, and that gradually the whole of the existing
floating debt, upon most of which high rates of inierest are charged,
- could be converted into secured debt paying no more than 6 to 12 per
cent. For proprietors the chief security would be land, and for others
the jewellery they already possess. . It would be difficult to conceive
a greater hcon to agriculture and the agriculturist if this change could be

1See Note N. (p. 271).

2P, 326.

_3Ey. i 769.

“The population of Lyallpur is about 43 per cent of the total population of the

province. This gives an annual average of about 7,000 marriages. At Rs. 400 a mar-
riage, we get 28 lakhs.

Jewellery and Debt.
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effected. And it would also, we believe, be an advantage to the money-
lender, who would then, so far as security and return went, be on much
the same footing as the urban money-lender—a much happier position
than the one he occupies now, even though his retum might be three or
four per cent less. '

226. From this point of view it is important to consider whether
the expenditure on _]ewellery is decreasing.
°%  We made many inquiries on the subject and
received somewhat conflicting replies! One
point is clear—that less is being spent than a few years ago ; but the
question is, how far is this the temporary result of commercial and agri-
.eultural depression, and how far an indication of a lasting change ? The
inspectress of women’s co-operative societies, who naturally speaks
with authority on the subject, thinks that women’s love of jewellery
is as strong as ever, though their taste has'changed. * Instead of having
ten earringsin the ears, she said, * they prefer one which costs as much
or more than the ten ; instead of eight bangles, they have one bracelet ;
‘and instead of three necklaces, they have one fine chain with a pendant.”2
On the other hand, there are many indications in a recently published
book that, in villages where education has penetrated, less is being spent.®
This is confirmed for both town and village by the reports of nearly
all the Income-tax officers and Assistant Registrars, the gist of
which is given. in Note C (part 5)*. The reports show beyond
bardly a doubt that the immemorial custom of putting savings,
and also a proportion of borrowings, into jewellery is beginning to.
. weaken. For the moment the change appears more marked than it
really is, since much of it is due to trade and agricultural depression.
But below this strong surface current may be clearly discerned an
undercurrent flowing in the same direction and generated by deeper
and more permanent forces. Amongst the latter are education, the
rising standard of living with its greater demand for money and wider
facilities for investment. The educated women wear less jewellery
themselves and delight in it less in others, and men with any education
at all are beginning to realize that it is more sensible to invest at 6 to T
per cent than to buy jewellery, which is éntirely unproductive and can
only be sold at a heavy loss. A few are even selling the jewellery
they have and investing the proceeds;® and some, it must be added,
spend less upon jewellery that they may put more into money-lending.
These are the prudent, though not always the wise. There are many
others, neither prudent nor wise, who spend less upon jewellery and
more upon. the superfluities and extravagances of life. In their case
the change is for the worse, for jewellery at least endures. :

Is expenditure
jewellery decreasing ?

1Ev. pp. 186, 202, 819, 441-42 and 883,

2Ev. ¢ 428.

3R.L. (see index under jewellery).

4P. 178. See also Ev. pp. 202, 883.

5See Ev. § 442 ; also Note C (part 5). p. 176
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Our conclusion, therefore, is that, though the present decrease is
largely the result of temporary factors, some part of it, not perhaps
very considerable i volume, but highly significant in tendency, is
hkely to last. So far as this is due to an awakening sense of waste,
it is all to the good. But, so far as it is due to more improvident or
extravagant habits, it is a change for the worse. The rise in the
number of co-operative better-living societies from 186 in 1927 to 289
in 1929 points, in certain areas, to the beginnings of a popular move-
ment to curtail extravagant expenditure upon marriages. If this is
extended to all forms of extravagance and unnecessary expenditure,
these societies will perform a real service to their members.

227. Figures for Postal cash certificates will be found in State-
_ ment 211 At the end of 1928-29 the
Postal Cash Certificates.  amount outstanding was 298 lakhs, repre-
senting about 9 per cent of the corresponding
figure (82.82 crores)? for the whole of India. Figures for five years
show that the amount invested averages over 60 lakhs a year, but
dropped to 50 lakhs in 1928-29. Lahore stands first with an average
of 9 lakhs, and amongst the five districts that follow are Rawalpindi
(6} lakhs), Jhelum (3 lakhs) and Ludhiana (2§ lakhs). The high'
position of Rawalpindi and Tudhiana may be explained by the size
of their headquarter towns. But the only explanation in the case
of Jhelum is the large military element in its rural population, and, as
this is also an important element in Rawalpindi and Ludhiana, it is
probably a factor in all three districts. If so,’it means that soldiering
and saving are not incompatible , as was suggested by the one retired
Indian officer examined.® Apart from this, the agricultural classes
appear to take no interest whatever in these certificates, a fact which
is sufficiently explained by what is said in paragraph 220. No in-
crease in rates that could possibly be considered would change this.
As to the town, we consider the rates sufficiently attractive. Better
terms would tend to bring them into -competition with co-operative
eredit societies and joint stock banks, and this we do not think to be
in the interest of either agriculture or trade.

228. Detailed ﬁgures' for post office savings banks are given

. P . .
Post Office Savings Banks. in statement 8.4° The more interesting are

these— '
Outstanding
Number of balance at end | Average deposit.
accounts. of year.
v Ra. (lakhs), Rs.

1912-13 . . 118,295 156 132
1927-28 .. . 252,339 ) 396 _ 157

1P, 368,

*Report of the Controller of the Cusrency for the ycar 1928-29.

3Ev. i 1094,

4P. 333.
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In fifteen years the number of accounts has more than doubled,
and in 1928 the amount on deposit was nearly 4 crores. The average
deposit, too, has increased, and compares favourably with the corra-
sponding figure for the rest of India (Rs. 122). The proportion of de-
positors to total population is almost exactly double the proportion
in the United Provinces. This is the more remarkable, since 53 per
cent! of the total population consists of Muhammadans as azainst
only 14 per cent in the United Provinces, and Muhammadans do not
deposit as freely as other communities. This is shown by the fact
that in 1927-28 Muhammadan depositors formed only 22 per cent of
the whole number and their deposits 16 per cent. Many Muhammad-
ans are deterred from becoming depositors by the Koranic injunction
on the subject of usury (riba), and it is sometimes stated that many
deposit without taking any interest at all. This, however, is not the
case, for in 1927-28 only 237 refused to take interest as against 765 ten
yeoars earlier. Another point worth noting is that there are over 16,000
illiterate depositors with a credit balance of 14 lakhs. Their average
balance (Rs. 85) is naturally much lower than that of literate depositors
(Bs. 162).

229. Though the savings bank business of the Postal Depart-
ment is rapidly increasing, there has not been
Number of Savings Bank 3 corresponding increase in the number of
Post Offices. post offices doing savings bank work. From
statement 72 it will be seen that in 15 years the number has risen
from 616 to only 792, though there are now 3,078 offices of all kinds.
In this respect, the Punjab compares unfavourable with the United
Provinces, where 1,754 out of 2,646 offices do savings bank work.
This is attributed to the greater ease in finding sufficiently educated
postmasters in the United Provinces.* But in the Punjab education
has made much greater strides in the last fifteen years than these figures
would suggest. In spite of the disparity between the two provinces,
the total savings bank deposits of the Punjab are only 21 per cent less
than those of the United Provinces, though its population is less than
balf as big.* If the disparity could be removed, or at least modified,
there woald probably be a substantial increase. We, therefore, draw
the special attention of the postal authorities to the point.

230. All Superintendents of Post Offices in the Punjab were
asked how the post office savings bank could
oé.;'&bﬁn;‘w ot be mado more popular. The various measures
popular. suggested are—
(1) to increase the rate of interest ;
(2) to allow withdrawals more than once a week ;
'The gmhge is for.t.he Punjab cum Punjab States.

*p. 3
gv. § 100,

. United Provinces. Punjab,
4Savings Bank Deposits in 102728 (in lakhs) .. 503 398
Popalation in 1921 (in millioos) . . 45.38 20.68
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{(8) to auow more than Rs. 750 to be deposited in & year ;

(4) to raise the maximum amount that may be at a depositor’s:
eredit above the present limit of Rs. 5,000 ; and

(5) to calculate the interest from the date of deposit, and not
on the lowest balance at the credit of an account between
the close of the fourth and last day of the month.

Some advocate one, some another ; but the first two have most
support ; and, if it is desired to make the post office savings bank
more popular, we suggest that they should be considered. -

Wo also recommend that (1) the opening of joint accounts in the
name of husband and wife should be permitted ; (2) that depositors
should be allowed to nominate a person fo receive payment of their
deposits in the event of death; and (8) in the case of co-operative socie-
ties, that the Postmaster-General’s sanction for withdrawal should
ot have to be obtained, and that, if funds are available, the full period *
of notice should not be enforced. The first follows practice. in joint
stock banks, and the second practice in co-operative societies.

231. There are no other savings hanks
in the Punjab.
282. - So pressing are the needs of credit in this country that there
, is sometimes a danger of too much attention
Co-operative Banks. being paid by co-operative eredit societies to
borrowing and too little to saving. In Germany the village credit
society is appropriately called the Savings and Credit Bank (Spaar und
Darlehen Kasse), and it has always attached a special importance to
thrift. It is largely owing to this that the great German co-operative
banking system has been built up ; and it is largely owing to the ne-
glect of it that in Ireland the co-operative credit movement haswever
developed beyond a certain point and stagnated®. It is, therefore, vital
to the success of co-operative credit that thrift should be enccuraged,
and it is also in the general interest, for experience in France shows
that the small savings of the peasants are a powerful means of steady-
ing the money market.2 It is satisfactory, therefore, to find that thrift
is an essential feature of co-operative credit in the Pu.njab. We have
already mentioned the 8% crores accumulated by the 500,000 members
-of primary credit societies in shares, reserve, profit and depsoits,
and the 5} crores held by the central banks and banking unions. With
their attractive rates of interest and their comparative security, the.
central banks are becoming inereasingly popular with the urban middle
class, and their savings bank business is rapidly developing. In the
Lahore Central Co-operative Bank, savings bank accounts have in-
creased in five years from 484 to 1,879, though the rate of interest

Other Savings Banks.

1860 L. Smith Gordon: Rural Reconstruction of Ireland, chapter 9, and Beiter
Business, February 1018.

# 8ir Horace Plunkett : 7T'Ac Rural Life Problem of the United States,
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(4} per cent) has been the same throughout. We believe that great:
developments are-possible, and have already made a few suggestions:
in this direction. Another promising development is the co-operative. .
thrift society staxted only nine years ago. There were in July 1929
as many as 1,039 with 18,315 members. The latter consist mainly of
schoolmasters There are also 148 wunregistered societies teaching
thrift in the schools ; and, even more important, there are 128 societies-
consisting exclusively of women. In four or five years 2,000 women:
have accumulated nearly a lakh of rupees.

233. All the leading commercial banks have savings bank ac-
. counts, and in five banks accounts increased

Commercial Banks. from 8,908 in 1925 to 24,098 in 1929, and the-
amount deposited from 79 to 129 lakhs!.

234. We have already indicated the classes that save. The-
post office recruits 50 to 70 per cent of its
Classes that save. depositors from employees 0? Government.
and local bodies and from clerks?. Of the agricultural tribes the Arains. -
of Jullundur, the Sainis and Mehtons of Hoshiarpur® and the Sikh.
Jats of the central Punjab are the most noted for their thrift ; and in.
the south-west the Khakwani Pathans of Mailsi and Lodhran form an
oasis of thrift in & desert of improvidencet. Everywhere, whether in
town or village, the money-lender is thrifty, and it is one of the ironies.
and difficulties of the situation that money-lending and thrift go hand
in hand. As soon as a man saves, he is tempted to become a money-
lender,5 which shows that it is not sufficient to teach a man to save : he-
must also be taught for what he should save.

235 For the urban classes, we have nothing to add to the re-
commendations already made. For the rural,
othh::t-l:](; of attracting pych the best method is the spread of co-
operative credit societies. For military pen-
sioners, we made & special suggestion in paragraph 171.

236 The raising of very large sums by treasury bills at over

6 per cent has inevitably introduced an ele-

Competition of Govern- ment of competition between Government and

pent i Joint Stock panks. We think that, so far .as possible,
) such competition should be.avoided, for, in

raising loan and depos1t rates, it tends to prejudice both agriculture
and trade.

For one bank the earlier figures relate to the 30th June 1926.
*Reports of Superintendents of Post Offices.

3For an account of Jullundur AmnsseePb Ps., p. 47, aad for Mohtons see Ibid,
p- 47, and R, L.,-p. 30.

4Fyp. 5. 483..
QY. Fo.s. 812,
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237. Till the investor in Government securities can count upomr
& more stable return, we think it useless to-

Facilitiecs for Purchase Py .
and Sale of Covernment advocate any further facilities for their
- purchase,

Securities, ’

~

Investment Trusts, Gold 288. We have no remarks to make.
Cash Certificates, Provin- ’
cial Savings Aseociations,

239: The managers and agents of banks whom we met are
Growth of the Cheqn unanimous that the cheque habit is growing.
Habit, and Recent Develop. 18 i8 indicated by the figures for the Clear-
ments, ing House at Lahore. In four years the value
) of the cheques cleared rose from 557 to 869
lakhs (in 1928-29)L. Al agree, too, that the cheque habit has been:
stimulated by the aboLtiop of the stamp duty. To stimulate it further,.
wo recommend that the feasibility of paying by cheque all employees.
of “Government drawing more than a certain rate-of pay, say Rs. 100-
per mensem should be carefully considered.2  We understand that the-
system has heen introduced in the United Provinces and is working .
well. We received one or two-complaints that Government dues were:
not payablé by cheque. Technically all Government dues can be paid
by cheque on banks which have clearing sccounts with the Tmperiat
Bank, subject to the necessary chalan being obtained and the cheque-
being crossed. But, in the case of colony land purchases, the permis-
sion of the Colonization Officer is required, and instructions have been.
issued that this permission ** should only be granted in special cases,”™
ag it leads to much correspondence with the Accountant-General ahd.
to delay in the completion of colony accounts.® We recommend that
these instructions should be reviewed. Land revenue, also, can only
be paid by cheque with the permission of the Collector, and we think-
that, in this case, too, permission should be freely and readily given.

240. It is asign of the times that the use of cheques is spreading-
Methods of stimulati amongst the depositors of central banks.
Cheque Habit, " """ In the last twelve months the Lahore Central
. Bank issued 420 cheque books, each contain-
ing _]6 cheques, and even a few banking unions, e.g., Madar and Palwal,.
are introducing their use. If the suggestion we made in paragraph 136
is adorted, the cheque Labit should still further spread. The same-
applies to another of our recommendations, that co-operative societies:
should be allowed to open current accounts at sub-post offices and
operate them by chequet.

*Report of the Controller of Cursency, 1928-29, Statement XIX.
20, Ev. §i 693-04.

3Punjab Colony Manual, paragraph 565, vol. 1.

“See paragraph 164,
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241. We understead that with varying safeguards all the leading
Doo of Vornsoular Sori banks accept cheques drawn in thevernacular.
+in Cheques, P* The Imperial Bank accepts them drawn in
Urdu, Hindi, Gurmukhi, and Nagril but
~they have to bepassed by the bank’s treasurer before acceptance. The
Punjab National Bank requires from a client habitually signing in
the vernacular a printed undertaking that he will not hold the bank
‘responsible for any fraud that may occur on this account.2 A well-
known English bank does the same and insists further, so far as it
-can, that vernacular cheques are signed in the presence of one of its
employees. -

242. As noted in chapter ITI, the Punjab is better supplied with
Extonsion of Beukin banking facilities than many other provinces.
‘Facilitios, € It cannot, therefore, complam perhaps that
- the Imperial Bank holds out no hope of being
-able to open any new branches or sub-agencies in the near future. But
-out-stations are being opened3 and these are better than nothing.
Other banks have given us no indication of their policy, except the
People’s Bank of Northern India, which proposes to open a branch
-at Rohtak. After what has been said about the decay of the indi-
genous banker it is obvious that a further extension of banking facil-
dties i3 most desirable. The central co-operative banks are considering
‘whether they can do something to fill the gap in the smaller towns
which have no branch of a commercial bank, and we have no doubt
.that other banks will start new branches wherever they can be run at a
profit. In this connexion it would be well if banks could agree amongst
-themselves not to compete with each other-in a new field for a certain
Jength of time and not to open braunches in old fields which are already
-gufficiently supplied with banks. It is curious, for instance, that
Bhiwani with 83,270 inhabitants should have no branch of a commercial
bank, while Ludhiana with 51,880 inhabitants should have four.

Branches of Imperial snd 243. Figures for these are given in para-
-Joint Stock Banks. graphs 18 and 19.

Tse of Postal Department. 244. This has already been considored.

245. We received very little evidence regarding the creation of a
seserve bank, but, so far as it went, it was

Reserve Bank. favourable, and we are also™in favour of the
Jproposal ; provided, firstly, that the bank’s cowplete independence
.can not only be assured, but placed above suspicion ; and, secondly, that
.all the weightier financial interests, including co-operative banks,
are suitably represented in the constitution and control of the bank.
In our inquiries we became aware oi a strong feeling on the part of

1FEp, it 687-88,
3Ev. i 622, 634,
Shy. 46 635.
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the Indian joint stock banks that they were prejudiced by the-
privileged position of the Imperial Bank of India under its charter.
This arises from its dual capacity. As the financial agent of Govern-
ment and custodian of its balances, it performs many of the functions
of a central bank ; and as a commercial bank it carries” on (subject to-
certain restrictions) all ordinary banking business. nghtly or wrongly,
it is felt that the facilities it enjoys in its first capacity give it an unfair
advantage in its second. It is a strong argument in favour of a re-
sexrve bank that with its creation this dual capacity would presumably
cease and all ground for soreness be removed. A number of com-
plaints were made to us about the working of the Imperial Bank, but
none was substantiated.

As regards greater co-ordination between banks, we doubt whe-
ther there is much scope for improvement, except on the one point
indicated above,! and in any case we think it will be difficult to secure
without s reserve bank.

3Paragraph 242.



CHAPTER XVIL

246. (1) The cash balances of Indian Joint Stock Banks should
Summary of Récommerd- 1206 be less than 15 per cent of their deposits
ations. (paragraph 14J.

(2) The Registrar, Co-operative Societies, should consider the
possibility of making further experiments in liquidating the debt of
members of approved co-operative credit societies, subJect to certain
safeguards (paragraph 84).

(8) The Agriculturists Loans Act of 1884—

(#) Loans under this Act should be restricted to times or cases
of emergency and stress, and, so far as possible, all ad-
'vances should be“Tiadé under the personal supervision
of an officer of the Indian or Provincial Civil Service
(paragraph 44).

(%) No loan should be made to co-operative societies as long as
sufficient funds are available within the movement ;
nor should any loan be made by the Revenue staff fo co-
operators without the knowledge and consent of their
society, and this consent should not be given if co-oper-
ative funds are available (paragraph 45).

(4) The experiment made by co-operative tredit -societies in 1929
-of giving their members special loans at favourable rates in a time of
«emergency due to floods should be repeated (paragraph 46).

(5) Co-operative credit should be developed to the utmost possible |
«extent (paragraph 55).
(6) Co-operative Mortgage Banks—

(a) There should be no departure from the present policy of
cautious advance until the experimental stage is passed
(paragraph 65).

(b) Loans to Directors should be restricted (paragraph 66).

(¢) In the experimental stage the period of loan should not
exceed ten years ; after that stage is passed, it might be
extended to 15 years, subject to special precautions being
taken to ensure regular repayment (paragraph 67).

(d) The Committee endorses the recommendation of the Royal
Commission on Agriculture that the debentures of co-
operative land mortgage banks, the interest on which
is guaranteed by the Local Government, should be added
to the list of trustee securities (paragraph 68).

{7) The Land Improvement Loans Act of 1883—

(a) In certain areas the facilities available under this Act are
not sufficiently known and might be made more widely
known through the co-operative staff (paragraph 71).

158
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(®) In certain districts delays in granting loans occur : so far
as poseible this should be avoided (paragraph 71).

(¢) Special rules should be framed authorising the grant of loans
for fruit growing (paragraph 72).

(8) The system of colony auctions should be revised so as to dis-
~courage the speculative purchases of land by peasants with borrowed |
money (paragraph 78).

(9) The ** echelon " system of payment of land revenue should be
.extended from the Multan and Rawalpindi Divisions to the wholew==

province, and, if possible, six weeks should be allowed for payment
(paragraph 84).

(10) The recommendation of the Royal Commission on Agriculture
‘that regulated markets should be established on the Berar system, as
modified by legislation in Bombay, is endorsed (paragraph 86).

(11) As the best single remedy for the grower’s marketing diffi-
-culties is Co-operation, co-operative marketing should be steadily
-developed ; but it will probably be many years before anything of the
.nature of a pool can be organised on co-operative lines (paragraph 89).

(12) Licensed warehouses are at preseni premature, but may be
‘needed in time (paragraph 92).

(18) Before any attempt is made to introduce the Egyptian ware-
house scheme, a deputation including an official, an agriculturist, and
a grain-dealer should be sent to Egypt to examine and report on the

-gystem (paragraph 93). ) . .

(14) Co-operation is the only possible solution or mitigation of the
financial difficulties which beset cottage industries. While all technical
‘teaching and training required by the members of co-operative societies
-shonld be provided, directly or indirectly, by the Industries Depart-
ment, the societies should remain under the undivided control of the
Registrar (paragraph 117).

(15) The Punja’ Industrial Loans Act—

(a) The minimum loan of Rs. 500 should be reduced.

(b) The following recommendation made by the Indian Indus-
trial Commission in their report of 1917 is endorsed :—
“ All schemes for Government loans to industries should
be worked with the object of handing over the business
to a suitable agency in due course,” and the interest
on these loans should be fixed aceordingly (paragraph
119). : '

{16) Postal facilities for remittance—

(¢) The minimum charge of one anna for money orders of Rs. 5
or less should be re-introduced, and there should be a
substantial redaction in the money order rates for sums
higher than Rs. 100 (paragraph 122).
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(b) 1 the postal cheque system in force in Germany and Switzer-
land could be introduced, it would be of great value to.
trade and commerce (paragraph 124).
: (17) Ba.ﬂways should consider lowering their charges for the
transmission of coin (paragraph 125).
(18) Supply Bills—

(a) Efforts should be made to make Supply Bills better known:
and to encourage their use (paragraph 127).

() The possibility of dispensing with the sanction of the Currency
Officer, Lahore, to the issue of supply bills in the case of
surplus Treasuries should bs considered, subject, if
necessary, to a suitable maximum limit (paragraph 127).

(¢) The charges for the issue of supply bills should be reduced
(paragraph 127).

(19) Cheques once drawn payable to bearer should remain so
indefinitely, and legal effect should be given to this, but in doing so,
the right to cross a cheque should continue as at present (paragraph

136).

(20) Hundis—

(a) The essential features of a hundi should be standardised
so as to produce a document simple in language and
terms, and this should be done by law (paragraph 138).

(b) The stamp duty on hundis should be reduced to a nominal
figure (paragraph 141).

(21) Railway receipts should be made negotiable, and action
should be taken by 4he Chambers of Commerce and Trade Associations
and, if necessary, by the Legislature to remove or reduce the risks in-
volved in this (paragraph 144).

(22) The stamp duties on debenfures should be conmderably re-
duced in order to popularise this form of borrowing (paragraph 145).

(23) Co-operation—

(a) In all schemes of future development liberal provision should
be-made to enable the co-operative staff to satisfy as
fully as posmble the fundamental need of training every
member in the elementary principles Znd practice of
co-operation (paragraph 152).

(24) Three Inspectors should be appointed without delay to develop
urban co-operation (paragraph 154).

(25) Every effort should be made to establish a co-operative so-
ciety in every suitable village within the shortest possible period,
compatible with safety, and for this purpose assistance should be given by
Government as recommended in paragraph 161.

(26) Primary credit societies should be allowed to open current
accounts with Sub-Post Offices and to operate the accounts by cheque

(paragraph 164).
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(27) Sarings Banks accounis of Co-operative Ceniral Banking
Institutirns (paragraph-167).—
(a) Iliterates should be allowed to open an account.
(%) The minimum sum for opening a deposit account should be
reduced to one rupee.
(c) Depositors should be allowed to operate their accounts by
cheque, subject to the rules of withdrawal.

(28) Central Co-operative Banks—

{a) Subject to the necessary safeguards, the experiment of
opening branches should be extended to towns which at
present have no commercial, bank (paragraph 169).

(b) A further experiment should be made with payments of land
revenue through central banks, where (3) there is a branch
of the Imperial Bank, and (i) co-operation is well es-

- tablished (paragraph 170).
.(¢) The experiment of paying military pensions through central
banks should be tried (paragraph 171). .

(29) If and when a Reserve Bank comes into being, the indigenous
banker should not be forgotten in determlmng its constitution, scope
and powers (paragraph 193).

(80) The licensing of money-lenders is not recommended (para-
graph 217).

(81) Post Office Savings Bank (paragraphs 229 and 230)—

(a) Various methods of making these banks more popular are
suggested : the most important is to increase the number
of Savings Bank Post Offices.

(b) The opening of joint accounts in the names of husband and
wife should be permitted.

(¢) Depositors should be allowed to nominate a person to receive
payment of their deposits in the event of death.

(d) In the case of co-operative socicties the Postmaster-General’s
sanction for withdrawal should not have to be obtained,
and if funds are av silable, the full period of notice should
not be enforced.

(82) The issue of treasury bills at over 6 per cent has led to com-
petition for money between Government and Joint Stock Banks :
this should be avoided as prejudicial to both agriculture and trade
(paragraph 236).

(83) Use of Cheques (paragraph 239)—

(a) The feasibility of paying salaries by cheque in the case
of Government employees drawing more than Rs. 100
per mensem should be carefully considered.

(b) The payment by cheque of the purchase price of colony
lands should be freely allowed, and the instructions issued
on the subject should be reviewed.

(¢) Permission to pay land revenue by cheque should also be-
freely given.

M
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'(84) The Committee is in favour of the ereation of a Reserve Bank ;
provided, firstly, the Bank’s complete independence is placed above
suspicion, and. . secondly, all -the weightier financial interests, in-
cluding co-operative banks, are suitably represented in the constitution
and control of the Bank.

247. ' Weé have already placed on record our appreciation of the
- invaluable assistance rendered us by the
Acknowledgmenta. officers of various departments, who have
tundertaken special inquiries for us. Our report is sufficient testimony
of what we owe them, and in particular to the members of the Co-opera-
tive and Income-tax Departments. We also desire to thank the Director
of Land Records for the large amount of statistical information placed
at our disposal, the Controller, Military Accounts, Lahore, for giving
us figure for military pensions, Mr. H. Calvert, C.1.E., I.C.S., Financial
Commissioner, Punjab, and Mr. B. A. C. Neville, Manager, Northern
India Branches, Imperial Bank of India, for advice and assistance
upon many points, Professor Brij Narain, M.A., Professor, Sanatan
Dharm College, Lahore, for preparing tables of prices, and Mr. C. P. K.
Fazal, M.A., Assistant Secretary to the Board of Economic Inquiry,
Punjab, for collating much unpublished material of the Board. And,
finally, we cordially acknowledge the services rendered us by our Sec-
retary, Misr Dwarka Nath, M.A., P.C.S., and the indefatigable way
in which the whole office has worked, often at high pressure.

(1) M. L. DARLIXNG, ICS.,
Chairman.

(2) HARKISHEN LAL,
: (3) NIAMATULLAH,
 The 28th June 1930. (4) POHAP SINGH, RAO,
- . (5) KISHAN LAL,
(6) SULTAN AHMAD,
Members.



NOTE A. ‘
Agncultural Debl ia the Punjab. '

The amount of proprietors’ debt secured by morté,ages with
possesslon may be ca.lcula.ted thus :—

_ Crores.
(a) Tn 1921'i wag ascertained tobe .. e L 1343
(b) Net increase for the eight years ending 19292 .. 24%
(¢} Total mortgage debt in 1929 e C e 553

2. The question is—can total agricultural debt. be determined
from mortgage debt ? In the Punjab -Peasant in Prosperity and Debi it
was determined by assaming that proprietors’ debt secured by mort-
gages with possession was 45 per cent of their total debt.3 The reasons
for taking this ratio are given on page 7 of the book. Very little fresh
evidence on the subject is available. Figures for unsecured debt were
obtained for three tehsils in the Attock district dufing thée recent
sottlement (1924—27), but in each case the Settlement Officer expresses
a doubt as to their reliability. "It is thereforc useless for our pur-
pose to compare them with the figures for mortgage debt. Much more
reliable ‘are the figures given in e1ght village survey reports, but they are
far too slender a basis for a provincial estimate. The only other figure
that can %e quoted is 52 per cent for 21 villages in Gurgaon, in which
special enquiries were made for thé committee by the local co-
operative staff. The figure is probably inflated by the prolonged
drought that has occurred in this district. This has contracted credit
to such an extent that meny have had to mortgage their land to raise -
any money at all. Our evidence suggests that to a much lesser degree
this tendency has been at work throughout the provinee owing to poor
harvests and falling prices. Further, there is some evidence that the
tendency noted in the Punjab Peasani to prefer mortgage to unsecured

1Land Revenue Administration Report, 1922, p. 28.

3This has been calculated by deducting the a t paid for redemption from the
amonnt raised every year by mortgage—sce "Land Revenue Adﬂumstratmn .Report state
ment XXIV.

The experta consulted agree that statement X XTIV is reliable for' this purpose. If
-anything, the method of calculation probably reeults in an under-estimate. This view is
based upon the following :—

In 1891 the total mortgage debt of the province, which then included the present
North-West Frontier and Delhi Provinces, was found to be 783 crores. The correspond
ing figure in 1921 for the Punjab, excludinv the two provmces just mentxoncd i
36-40. [The figure given above (34} erores) does Dot i pancy

The net increase in mortgage debt (excluding the Frontier and Delhi sttncts) from
1892 to 1921 (both -years inclusive) was -26-20 crores. If this is added to the figure
for 1891, and if allowance is made for the inclusion in the latter figuresof the present
North-West Frontier Province, the total mortgage debt in 1921 would be less than 33
crores, whoreas it was ascertained to be 36-40 crores.

30p. cit., p. 9.
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debt on account of its lower interest charges is probably strengthen-
ing in the more advanced districts such as Jullundur, Hoshiarpur
and Ludhiana ; and it is precisely in these districts that mortgage debt is
increasing most rapidly. Wo think it probable therefore that inthe last
eight years the ratio of mortgage debt to total debt bas been greater
than 45 per cent and may be even as much as 60 per cent. Taking a
€0 per cent ratio for the debt incurred since 1921, we get an increase
of 4042 crores ; and, adding this to the 1921 estimate of 77 ecrores,®
we get & total débt in 1929 (for proprietors) of 117} crores.

8. Another way of calculating total debt is to assume that the
ratio for the whole mortgage debt is 50 per cent. Curiously, this gives
exactly the same total. We may therefore estimate the total debt
of the proprietors in 1929 at 117 crores.

4. It remains to estimate the debt of tenants and farm servants.
In the Punjab Peasant this was taken at Rs. 150 per family,* and
their debt was estimated at 15 crores. The last census shows that in
1921 there werel1,108,200 families.® As the population is estimated to-
have increased since then by 9 per cent,® the number of families will now
be about 1,200,000,

5. The estimate of Rs. 150 a family includes occurancy tenants
as well as tenants at will, and was based on figures for 12,000 tenants,
etc. We can check this by three sets of figures. The first is the
average debt of 8,179 tenants on court of wards estates in 15 districts.
_ This was kindly ascertained for the committee by the managers of the:
ostates, and was found to be Rs. 147 as against an average of Rs. 185
for the 7,500 tenants at will considered in the Punjab Peasant” But
the court of wards figures are dominated by 1,554 tenants on the
Mamdot estate, whoseholdings are large and whose debt is correspond-
ingly high. If they are excluded, average debt is only Rs.108 and, the
average holding 154, instead of 27, acres. Thesecond set of figures is
that given by the Cotton Inquiry which was made in 84 villages in.
1927-28., The indebtedness of 600 tenants was ascertained, and was-
found to average Rs. 234 (or Rs. 412 for indebted tenants only).® The
third relates to an enquiry recently made by the local Assistant Regis-
trar in five villages in Lyallpur. The tenants who wére in debt in these-
villages owed from Rs. 212 to Rs. 887 each. An estimat® of Rs. 1560

1Evidence, pp. 309, 380 Cf. evidence 294, 876.

sPunjab Peasant, p. 18 (note).

3This was the actual figure arrived at on the 45 per cent basis, Lut 76 crores were
taken to be on the safe side (tbid, p. 10).

4Ibid, p. 16.

8 Punjab Peasant, p. 16 (2nd note). \
sStatement 9, table 2 (p. 335).

i0p. cit, P 14,

50p. cily P. i3,
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was taken in the Punjab Peasani because occupancy as well as tenants

.at will were considered, and figares for 4,500 occupaney tenants showed

that their debt averaged Rs. 290. There séems no reason. then to
reduce the estimate. It would indeed be more reasonable to raise
it, for, if proprietors’ debt has increased since 1921, it'is probable that
tenants’ debt has also increased, though no doubt not in the same pro-
portion, The mortgage debt incurred by occupancy tenants has, in
fact, increased by 2-81 érores.! ‘Making no change, however, and basing
our calculatlon on 1,200,000 families and an average debt of Rs. 150
per family, we get a total debt of 18 crores.

6. Total agricultural debt in 1929 may therefore be estimated

thus —

. Crores.
Proprietors’ debt .. .. .. 117
Tenants and farm servants .. . 8
Total debt (a) 1929 e .. .. 135

(b) 1921 .. . . 90
Inerease of debt since 1921 .. .. 45

1Land Revenne Adminisiration Rzport statement XXIV;

1 6?}



NOTE B. _
Punjab Food-grain Prices, 1890—1929, by Professor Brij Narain.

Price Statistics.—Prices from 1890 to 1899 have been taken from
Prices and Wages, 24th issue. Prices are given in this report in seers
* per rupee, and had to be converted into rupees per maund.

. Prices from 1900 to 1921 have been taken from the 87th issue of
the same report. In both cases the prices are annual averages for the
Punjab and North-West Frontier Province. The exclusion of non-
Punjab districts made a very insignificant difference to the annual
average, and therefore it was decided to. use the annual averages as
given in Prices and Wages.

Prices for 1922 to 1929 were supplied by the Land Records Depart-
ment.

Basic Period.—The quinquennium 1890—94 was used as the basic
period. On account of severe famine in 1896-97 (apart from scarcity
in 1891-92), the decennium 1890—99 was not normal. The same reasons
led the Prices Enquiry Committee of 1910 to use the quinquennium
1890—94 as the basic period (Datta’s Report on Prices, p. 14).

Course of Prices—The general average for the quinquennium
1895—99 was 28 per cent higher as compared with the basic period.
1t fell in 1900—04, but then rose continuously until in 1920—24 the
index number stood at 251. In the last quinquennium the general
average fell to 246, or, as compared with the basic period, prices were

146 per cent higher. .

PUNJAB FOOD-GRAIN PRICES, RETAIL, RUPEES PER MAUND.

Years, Wheat. Barley. | Jowar. Bajra. Maize. Gram,

1890 2.200 1.451 1.652 1.867 1.649 1.779
1 2.683 1.779 . 2.254 2.451 2.309 2.020

2 2.948 1.933 2.050 2.513 2.194 1.976

3 2,436 1.617 1.639 2.019 2.007 1.556
4 1.652 1.025 1.274 1.693 1.279 1.159
1895 2.095 1.395 1.639 1.946 | ™ 1.667 1.589
8 3.167 2.420 2.250 3.1565 2.572 2.562

7 3.839 2.958 3.401 3.850 3.364 3.817

8 2.441 T 1.571 1.818 2.041 1.712 2.090

9 2.538 1.801 2.025 2.341 1.807 2.305
1900 3.349 2.660 3.238 3.375 2.888 3.465
1 2.648 1.699 1.848 2.004 1.908 2.208

2 2,523 1.805 -1.867 2.265 1.779 2.120

3 2.451 1.765 1.835 2,143 1.801 1.912

4 2.264 $.467 1.396 1.733 1.419 1.539
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PUNJAB FOOD-GRAINS PRICES, RETAIL, 'RUPEES. PER MAUND.

Years. Wheat. Barley. Jowar. Bajra. Maize, Gram. .

1905 . 2.666 1.698 1.873 2,183 1,799~ 1.949
6 .o 2.730 1.968 2,607 2.849 2.361 2.358
ki . 2.903 1.965 2.143 2,338 2,103 2.447
8 B . 4.189 2.987 3.615 3.790 3.183 3.888

9 .o 3.942 2.401 2.688 2.801 2.707 2.960
1910 . 3.118 1.878 2.288 2.486 2.003 '] 2.201
1 .. 2.882 1.942 2.240 2.542 2.039 2.134
2 L . 3.283 2.507 2.984 3.228 2.879 2.608

3 . 3.514 2.512 2.593 3.173 2.606 2,782

4 . 3.820 2.731- 3.264 3.679 3.104 3.416
1915~ . 4.545 2.904 3.754 3.915 3.724 3.418
6 . 3.895 2,962 3.136 " 3.6716 2:788 1 38.301
1 . 4,193 2.899 3.176 3.068 3.019 3.432
8 o 5.068 3.546 5.661 4.785 |- 4.161 4,056

9 . 6.136 4.463 6.100 7.141 4,743 5.696
1920 e 5.620 3.836 4.630 5.490 4,470 5.660
1 .. 7.637 65.337 7.032 7.471 6.258 7.028

2 . 6.038 4.211 5.161 5.614 5.470 5.079

3 .. |- 3.951 2.490 3.265 3.404 2.936 3.006

4 .e 4,354 2.971 3.536 . 3.657 3.441 3.265
1925 .. 5.565° 3.844 4.384 4.604 4.267 3.879
6 e 5.333 3.926 5,120 5.666 5.289 4,604

7 . 4,885 . 3.657 4.672 4.414 4.211 4.476

8 .o 5.079 3.844 3.976 4.507 4.051 4.638

9 .. 5.161 4.000 4.923 5.614 4.812 5.617
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PUNJAB FOOD-GRAIN PRICES. INDEX NUMBERS.
AVERAGE OF PRICES IN 1890—94=100,

Years, Wheat, | Barleys | Jowar. | Bajra. | Maize. | Gram. |Average.

1890 . 92 94 93 89 87 105 24
1 .e 113 116 127 116 122 119 119

9 : .e 124 125 116 119 116 118 119
3 . 102 99 92 96 106 92 98

4 . 69 87 72 80 68 68 71
Average 180094 .., 100 100 100 100 100 100 100
1895 . - 88 91 92 92 88 [} 91
8 .. 133 157 127 150 136 151 142

7 : e 161 192 192 183- 178 225 189

8 . 102 102 102 97 o1 -1238 103

9 .e 108 117 | - 114 111 96 136 113
Average 1895—99 .. 118 132 125 127 118 146 128
1900 . 141 173 183 160 153 204 169
1 e 112 110 104 95 101 130 109

2 e | 106 117 105 107 94 125 109

3 .o 103 115 103 102 95 113 105

4 .. 95 95 79 82 75 91 86
Average 1900—04 .. 111 122 115 109 104 133 116
1005 . 112 110 106 104 95 115 107
6 .o 114 128 141 135 125 139 130

7 e 122 128 121 111 111 144 123

8 .. 176 194 198 180 169 229 191

9 .e 165 156 146 133 143 174 183
Average 1905—09 .. 138 143 142 133 129 160 141
19010 .e 131 122 129 118 111 130 124
1 .. 121 126 126 121 108 126 121

2 .. 138 163 168 153 131 142 149

3 .. 152 163 146 150 138 164 152

4 .e 160 177 184 170 164 200 176
Average 1910—14 ., 140 150 151 142 130 150 144
1915 ve 191 124 212 186 197 201 185
6 .e 164 192 177 174 148 194 175

7 ve 176 188 179 147 160 202 175

8 . 313 230 313 222 220 239 240

9 .e 268 290 344 339 251 335 234
Average 1915—19 ., 200 205 245 214 195 234 216
1920 . 236 249 261 260 237 327 262
1 .e 326 346 396 354 asr 414 361

2 .. 253 273 291, 266 290 2991 . 279

3 .e 166 161 184 161 156 177 168

4 e 183 193 199 173 182 192 187
Average 1920—24 .. 233 244 266 243 239 282 251
1925 . 234 249 247 218 226 228 234
6 .. 224 255 289 ‘264 280 271 266

7 .e 205 237 263 209 223 | 264 234

8 .o 213 249 224 214 215 273 231

9 o 217 260 278 266 255 326 267
Average 1925—29 .. | 219 250 261 234 240 272 246
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+ Punjab Food-grair Prices, 1918-19 to 1927-28.

The following table shows the fluctuations in the Punjab food-grain
prices between 1918-19 and 1927-28 :—

HARVEST PRICES, IN RUPEES AND ANNAS PER MAUND, DURING THE
YEAR ENDING 15TH JUNE. DISTRICT AVERAGES, .~

(SeasoX aAND CeoP REPORT, PUNJAB.)

Years. Wheat. Barley. Jowar. Bajra. Gram,
Rs. a. Rs. a Rs. 4. Rs. a.| Ras.-a
1918-19 e . 5 9 4 3 7 4 6 14 5 9
1919-20 s . .. 415 311 5 0 5 6 413
1920-21 .- . 610 415 5 1 6 2 6 b
1921-22 . . 512 4 0 511 6 10 4 14
1922.23 .o . 312 2 4 3 3 3 5 213
1923-24 .. . 311 2.5 211 30 212
1924-25 .. . 4 3 3 5 3 5 3 10 3in
1925-26 . . 415 39 4 9 4 12 4 2
1926-27 . . 4 8 3 4 313 314 314
1927-28 .. .. 4 6 3 3 3 8 313 313
INDEX NUMBERS,
’ (AVERAGE oF 1918-19 To 1920-21=100).

Years. Wheat. Barley, | Jowar. Bajra. | Gram. | Average.
1918-19 .. 98 99 126 112 100 107
1919-20 . 87 87 87 88 87 87
1920-21 .. 116 - 116 88 - 100 113 107
1921-22 . 101 94 99 108 88 98
1922.23 .. - 66 53 55 54 51, 56
1923-24 . 65 54 - 47 49 49 53
1924-25 . 74 .78 58 59 66 67
1925-26 . 87 84 79 78 74 30
1926-27 .. 79 76 66 63 70 71
1927-28 . ki) 6 61 62 69 69

As compared with the average of the three years 1918-19 to
1920-21, the fall of prices in 1927-28 amounted to 81 per cent., while
the average for 1925-26 to 1927-28 shows a fall of about 27 per cent.

(The years 1918-19 and 1920-21 were years of abnormally high
prices.) :



NOTE C.

Replies of Assistant Registrars, Co-operative Societies, and
Income-tax Officers to the Supplementary Questionnaires.

Very full replies were received from many Assistant Registrars
and Income-tax Officers to the supplementary questionnaires addressed
to them. The gist of these replies is given below, and deals with the
following subjects :—

Credit in Times of Scarcity.

Land Improvement.

Composition of Old Debt.

Hoarding in Cash.

Jewellery.

Pawnbroking.

Mortgage Banks.

Dealings between Landlords and Tenants.
Taccavi—The Agricalturists Loans Act.

Present Position of the Rural money-lender (Sahukar).

oo

COPII M

[y

PART 1.—Creprr 1N TiMES OF SCAROITY.

Speaking with much experience of the central Punjab and the
. . canal colonies, the Assistant Registrar, Am-
tiooes it °£ﬁc§;pp::lél;::£ bala, considers that a zemindar is never
who are normally able to compelled in times of scarcity to leave his
borrow are refased oredit by farm, He can just pull on by cutting
their money-lenders, and so are . - :
unable to cultivate part or the down his expenses and borrowing at ex-
whale of their lands? 1f so, orbitant rates. The Assistant Registrar,
sate :;"fh?:mv;i onmelY Gujranwals, who is also an officer of
cerned—do they, for instance, MMuch experience, states that in such times
lease their land to others and rates of interest rise to 100 per cent and in
seek work elsowhere ? numerous cases cultivators are compelled
for want of capital to go in for cheap crops. Specific enquiries in flood-
stricken villages gave the following results :—

(a) Jhelum—In three villages it was found that even badly
affected zemindars could borrow, though at a high
rate of interest, 4.e., from 37 to 75 per cent.

(b) Mignwali—In nine villages no land wasdeft unsown for

want of credit.

"(¢) Shahpur—In eight of the worst affected villages not a
single zemindar had to lease out his land because he
could not clutivate it.

(@) Multan—In three villages three tenants, after preparing
their land for sowing wheat, were unable to sow it for
want of seed. Two were replaced by other tenants,
and the third sowed barley and other inferior crops
instead.

170
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(e) Mu.zaﬂargarh and Dera Ghazi Khan—A particularly
detailed enquiry was made by the Assistant Registrar .
and his staff. The results are shown in the” fo]lowmg

table :—
S— Muzaffargarh. { Dera Ghazi Khan,
(2) Number of villages under enquiry .. 6 8
(b) Approximate number of cultivators .. 921 7,000
{¢) Number of cases enquired into e 654 869
(d) Number who— '
(8) could borrow before the floods . 557 767
(si) could not borrow after the floods .. 50 83
{¢) Number of the latter who—
(i) left the whole of their land fallow .. 4 21
(#3) left part of it fallow .. . 22 . b5
(#i3) gave the whole of it out on leage .. 5 5
(iv) gave part of it on lease and cultivated 6 . 2
part themselves.

It will be seen that 183, or 10 per cent, were unable to borrow
after the floods, and that of these 133 cases, 35, or one in four, left his
land fallow or gave it out on lease, and the rest did one or the other
in part.

Most of the 35 became farm labourers or worked as coo_hes on
‘road or canal. In Dera Gha;zi Kha.n 15 or 16 went off to live on well~
to-do relatives.

. Those who were still a.ble to borrow and who d1d not get taccavi
from Government, had to pay 25 to 50 per cent for their loans accord«
ing to their credit. The Assistant Registrar says he came across
cases where credit was so poor that they could only get advances
by agreeing to pay the sahukar 1-8rd of their crop. In oné vil-
lage of 150 houses five cultivators could not get seed and had to give
up cultivation. One became a watchman to guard the village crops,
‘another earned his living by selling his cows’ milk in a neighbouring
town, and the others became goat-herds.

2. Careful enquiries were also made in the south of the province,
which has been suffering from prolonged drought. The results may
be summed up thus :—

(a) Rohtak—In three villages ten cultivators were found un-
able to cultivate their land at one or other harvest dur-
ing the year owing to their inability to borrow and were
obliged to go out as labourers.

(b) Gurgaon—No one was ‘found in either Gurgaon or Ballab-
garh tehsil who had been obliged to lease his land and
leave the village. In Rewari, enquiry was made from
forty persons in three villages containing 275 agriculturist
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families. Four were found not to require any loan at
all during the drought, and 82~to be unable to get one.
But of the 275 families only five leased their land to
others and left the village.  Others raised money by
mortgaging their land, selling stock or jewellery or
obtaining free loans from relatives. Fifty-five families,
t.e., 20 par cent, were free of debt.

In Palwal enquiries wera also made in three villages. It was
found that four cultivators had leased their land for want of capital
and gone off to work as labourers elsewhere. Forty cultivators said
they had been able to raise money by mortgage and other forms of
security, e.g., by pledging cattle and jewellery ; and 29 said that for
want of money they could not buy good seed, but obtained small loans
by pledging their jewellery. With these they purchased cheap seed.

In six villages in Firozpur-Jhirka only one instance could be found
of cultivation being affected, and that was the case of a cultivator
who could only procure sesd for seven out of his twelve bighas. In
three very badly affected villages in the Nuh tehsil the written state-
ments of 62, out of 154 cultivators were taken. They were asked
whether in any year of scarcity they could remember land remaining
uncultivated for want of capital. All said ““ No.” The oldest was 71.

PART 2—LanD IMPROVEMENT.
() No instance has come to notice in the districts noted in the

Do you ever come across
persons who wish to imp~ove
their land, e.g., by sinking
sawell or making a band,
and being unable to do so
owing to their having been
unable to obtain the neces-
sary capital ?

Amritsar, Lyallpur,
Rawalpindi, Jhelum, Hissar,
Campbellpur, Attock, Mian-
wali, Kangra and Sialkot.

margin of a person wishing to improve his land
and being unable to do so for want of the
necessary capital. In Amritsar, the desire
to improve hardly exists. In Sialkot, the
bigger and more intelligent zemindars find no
difficulty in financing sach improvements
as they wish to make. In the case of the
small cultivators, holdings are too scattered
for improvements to be profitable.

In the districts noted in the margin there are said to be cases of

Ambala, Ludhiana, Jhang,
Ferozepore, Lahore, Jullun-
dur, htak, Sargodha,
Hoshiarpur, Gu]muwala and

‘Gurgaon.

persons unable to improve their lands for
want of capital. They are numerous in
Ludhiana and Jullandur, where holdings
have been consolidated, and also in Gurgaon,
where prolonged drought, and possibly also

the ** Gurgaon Experiment,” has stimulated the demand for wells.
(%) Most Assistant Registrars state that the object of a loan is

Have you any resson to
euppose  that the village
money-lender doss not
advance freely for land im-

rovement whon asked to

o 8o P

of no consideration to the money-lender,
and that all he wants is good security. His
rates of interest, however, are often prohibi-
tive. Four Assistant Registrars (Gujran-
wala, Jullandur, Muzaffargarh and Gurgaon)

think that he does not like advancing big sums for the long periods
necessitated by impro vements. -
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(itd) Assistant Registrars speak of the high rates of interest,
fragmentation, ignorance, inertia, and the low standard of living as
the chief obstacles to land improvement. In some areas the heavy
cost of sinking a well—Rs. 3,000 or mora—is a further bar. Many,
if they can raise money, profer to spend- it in hqmdatmg old debt;
and in Amritsar it is said that zemindars employ in this way loans-
taken for land improvement. Here and there, e.g., in the barani-
tracts of Lahore, economic pressure is leading to the sinking of wells.

(iv) No Assistant Registrar has anything to add to what is said
in paragraph 359 of the Agricultural Commission Report regarding:
the working of the Land Improvement Act.

PART 8—CompositioN oF OLp Derr.

L, In Lyallpur there have been several
Have societies in your ‘ -
circle ever tried to effect a .
composition of old debt cases of composition of old debt, but as a-
between their membera and

th ] - . .
oe:ned?onﬁysk:dm ™ rule the money-lender compounds in bad
(s) what form did it )
i) Jake ? the resalts C€85€8 only. Repayment has been made

been satisfactory ? N
Lyallpur, in one of the following ways :—

(a) the borrower was advanced a loan by the society, and the
money-lender was paid in cash ;

(b) the amount to be paid was shown in the society’s books
as a debit against the debtor, and as a deposit in favour
of the money-lender. The deposit was only liable to
withdrawal as the debtor repaid the society ;

(c) the debtor paid off part of the loan in cash either from sav-
ings or by borrowing from the society, and instalments.
were fixed for payment of the balance ; and

(d) part of the loan was settled by giving cattle, and the balance-
by instalments. .

The results have only been satisfactory in the small number ofil
cases in which the right type of person was selected for composition.

Some years ago in the Lahore district large advances were made-
Lah by certain societies and composition effected:

ore. on the basis of a 4 or 5 per cent reduction
of claim by the money-lenders. In one case the members promised:
in future to deal only with the society, but enquiry some years later
showed that they had incurred fresh liabilities almost equal in
-amount to their old ones.

There have been cases of composition here and there in Rohtak,
and reductions of 30 to 50 per cent have-
been secured. On the whole results have
been satisfactory.

Rohtak.
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widows and village menials, are the classes that hoard most. In Dera
Ghazi Khan an Inspector made a special enquiry in three villages.
He found that hoarding was not common amongst agriculturists,
only 5 per cent of whom normally save, but it was common enough
amongst other classes, 95 per cent of whom save.

PART 5—JewELLERY,

Assistant Registrars.—The purchase of jewellery is decreasing
greatly in the rural areas of Amritsar, and

Do you think that the goldsmiths are leaving the village for the
pumhase of Jeweueryls de- town. Their numbel‘ is 3150 decreasing in-

creasing ? some parts of Hoshiarpur and in Muzaffargarh
Hso, (i hat as apart from Alipur. In the districts of Lyall-
do ;&"&ﬁ‘?ﬁs rgt oun pur, Rohtak, Sialkot, and Multan it is de-

creasing, and goldsmiths are giving up their
profession or are faring badly. -At ‘marriages. and other _ceremonies.
old jewellery is being used, and it is worn less in public.- Reform
- movements for reducing unnecessary expenditure are having their effect.
upon the purchase of jewellery in the Lahore district, particularly
amongst Akalis. The Akali movement is having a ‘similar effect in
Gurdaspur and Jullundur. In the latter there is a tendency to bave a.
few gold ornaments, instead of many silver ones. Public opinion
too is strengthering against jewellery, and Rs. 15,000 have been
deposited in societies from the sale of ornaments. The Assistant
Registrar, Gujranw ala, ascribes the decrease in the use of jewellery to
western civilization in the case of the hlgher classes and to economic
pressure in the case of the lower, though in the case of the latter the
tendency is less marked. He thinks that the co-operative better-
living societies facilitate the discarding of jewellery as they enable
people to do collectively what they fear to do separately. In Gurgaon,
. owing to famine conditions, no fresh jewellery is being purchased, and i
Firozpur-Jhirka and Nuh tehsils it has considerably -declined.
Three goldsmiths in Nuh tehsil have supplied the following figures to
show the welght of the jewellery prepared by them during the Jast

four years :— .
Tolas.t
1926 .. . .. . . 5260
1927 .. .o .o .e .. 4,955
1928 .. .e .. .. o 3,405
1929 .. .e .. . .. 645

No perceptible decrease is reported from the districts north of the
Jhelum, nor from "\Ilanwa.h, Shahpur, and Kangra. In Ambala pros-
perity and the rise in the standard of living have led to an increase.

1 80 tolas make one seer (82 .28 1bs.).
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Income-taz Officers.—The purchase of jewellery is decreasing ir
Gurdaspur, Gujrat, Ludhiana, Sialkot, and in the rural areas of Amritsar.
A large number of goldsmiths’ shops have been closed in Gurdaspur.
In Sialkot the books of almost all sarafs show a fall in sales, and ir
Amritsar it is the same with the sarafs, whose clients are mainly rural
The demand for jewellery is increasing in Hissar and in the rura
areas of Karnal, and, instead of silver, pegple purchase gold. I
Jullundur it is increasing with certain classes, e.g., Hindus, Arains
Sheikhs, Khojas, Pathans, and Sayyeds, and decreasing among Kamboh
and Jats. The increase is ascribed to the large sums earned during
the war, combined with custom and a false sense of respectability
The decrease is due to bad harvests.

Assistant Registrars.—In Lyallpur the reasons given are bad har

- vests, low prices, scarcity of money, spread of education, and expend

B iture on better clothes. Ornaments are als

(o) What aro the ressons go]q for tho purchase of lsnd. In Jullundu

co-operative teaching, facilities for investment

and depreciation in the value of gold and silver have contributed t
the decrease.

Income-tax Officers—The reasons for the decrease are said to b
the spread of education, the reform movements, the influence of wester
civilization, and a rise in the standard of living, without a correspondin,

_increase in income.

Assistant Registrars.—The rise in the standard of living and -th
purchase of land appear to be absarbing a
(i) What s boing done ava:ilable money in Lyallpur, Lahore, Rohtalg‘
with the money ed i Gujranwala, and Multan. More money ‘i
. this way t / being spent everywhere on education am
building decent houses, and is being investe:

in money-lending and trade. '
. Income-tax Officers.—People now spend more on clothes, educa
tion and conveyances, and they invest their savings more - freely i
land, banks and other profitable concerns. ’

Part 6—Pawnbroking and Miszellancous Forms of Security.

Broadly, it may be said that-all classes of money-lenders, excep

the agriculturist, lend on the security o

; jewellery, and that women lend in no othe
m&)eﬁﬂ,n;g, i,f l;::?cim?: way. In Lahore, it is usually done by gold
gz:‘:u:n :ll_leh ::c’_a“:ity 0; smiths and sarafs, and by others when :
bmeg;,onﬁnedm {g:m:l b(_)rrowex."s credit is uncertain or when s
olasses ? , client wishes to borrow at a cheaper rate o
in secret. In Amritsar, it is ecommonesi

among women, but popular with every type of money-lender. Loans
against jewellery are generally small, and in rural areas made to those
who find it difficult it to get ' money on personal security, e.g., village
menials and members of the depressed classes. Occasionally larger

N
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The money-lender does the valuation himself ; in doub_tful cases
he consults, in rural areas, a goldsmith, and in
. urban, a saraf. In Lahore the services of
le,f&':,)r h‘}?_?';elf“,i?, the vl & professional valuer known as * Dharam
ation, or does he get this Kantawala” are  sometimes wused. He
done for him ? If so, what  o}aroeg gqrafs five annas and others from
':al‘f::;,r,:l;y oharged  for half to one anna. In Jullundur the usual
charge is one pice per weighing. Otherwise

no charge is usually made.

The goods pawned are usually redeemed within one year in Karnal,

Within what period TWO Y€ars in Hissar, and three years in Gur-

mus_the goods ul:laﬁy daspur and Simla. In Multan ornaments

be redeemed ? may remain ‘pledged for five years. If, as

commonly happens, no period is fixed, the general principle is that goods

must be redesmed before interest and principal equal their value.

But, if interest is paid regularly, they may remain on pawn indefinitely.

(vi) Do money-lenders Only in Ludhiana is this said to be done.

:;::M m;;’;f)"jw“!‘m for h;f; Elsewhere .money-lenders keep jewellery in -
storage of goods pawned 7  iron safes. 4

Other things being equal, rates of interest are somewhat lower

' when goods are pawned, urban rates 2 or

8 per cent less, and rural 5 or 6.

(vii) How fardo interest Several districts report that for secured loans

‘;‘;ﬁffi,:”’;{wm'g‘r“gm‘;; the common rate is 183, as against 25 per

personsl seourity is offered ¢ ‘¢ent or more for unsecured. In Feroze-

pore it seldom” exceeds 15 per cent,

and in Rawalpindi and Karnal it may

be as low as 12 per cent. But, where goods are pawned by persons of

low credit, there is little, if any, difference. Much indeed depends
upon the financial position of the borrower.

In Gurdaspur, Multan, Hissar, Rohtak, Jullundur, Simla, and
Sialkot the rates vary very little, and the-
same applies to Amritsar if the financial posi-

(ﬁii).gohinterest rates fion of the borrower is good or jewellery is
Torution of the jmount 81d  poymed. A large amount, however, will not
be advanced without good security ; and, if
. the security is good, the rate of interest
will be lower. Contrariwise, the rate .will be higher on smaller
amounts since they imply less credit.

Losses are comparatively rare. In the case of jewellery, the margin

, of 20 to 80 per cent commonly allowed covers

oo‘;f}l?i?,ﬁ‘f°ffi§§’i‘§‘i,’§n‘2’;§ interest for about three years, and goods can

tion with their pawn be sold when the margin is about to be ex-

}:z"w"‘gg ﬂ?:"“"?’ ! If 80, hausted. Losses sometimes arise if ornaments
y arige ? ;

turn out to have an wunexpected amount

of alloy, or to be stolen property, or if there is a sudden fall in value,

as has recently occurred with silver. Sometimes, too, cattle die,

N2
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grain is damaged by insects and goods are stolen ; they may even-be
misappropriated by a dishonest employee. But none of these dangers,
except possibly the first, i§ dangerous. One Income-tax Officer
notes as an advantage of pawnbroking to the money-lender that no
litigation is possible, since receipts are not given by the money-lender.

All agroe that goods are rarely pledged to secure more favourable
terms, the main reason being that it is con-
mdered derogatory to do so. Here and there,
however, in the central Punjab, e.g., in Amrit-
sar and Jullundur, this feeling shows signs
of weakening amongst the more intelligent

{2) Under what oircum-
stances are pawnbroking
loans made rather than
unsecured loans ¥  For
example, to what extent are
they madé at the instance

of the borrower in order to
gecure more favourable
terms, and to what extent
at the instance of the
money-lender in order to

zemindars, who are beginning to realize the
-advantage of a lower rate of interest. A fur-
ther difficulty is that jewellery generally be-
longs to the women of a household, and they

obtain better security ? are paturally reluctant to part with it.

It appears, therefore, that in only about 10
per cent of the cases is jewellery pledged to secure a lower rate of
interest. Five put the percentage higher. than this, and the As-
sistant Registrar, Ambala, alone puts it above 20 per cent. In
the large majority of cases jewellery is pledged solely to support a
tottermg credit or to obtain a loan where otherwise none would
be given. This applies particularly to rural areas in times of scarcity
when credit is exhausted, of which Rohtak and Gurgaon are at
present good examples. It applies too to towns where market con-
ditions become very insecure. In Ferozepore, for instance, advances
against jewellery are said to be increasing.

For want of definite statistical information, only the broadest
estimates have been attempted. Most Assist-
ant Registrars put the amount at 5 per cent
or less, and only five at over 10 per cent.
The lower estimate -is corroborated by figures
which have been obtained for 8,179 tenants
on 15 estates under the court of wards. The figures show that out of
total debt of about 4} lacs only 4.7 per cent is secured by jewellery
(statement 14)! To some extent, no doubt, the percentage
varies from district to district ; for instance, the local Assistant Regis-

trar says it is much higher in "Attock than in the neighbouring district
of Mianwali.

(zf) Can you give any
estimate of the proportion
that  pawnbroking loans
bear to total rural debt in
your circle ?

PART 7.—~Morreacr BANES.

Owing to a succession of poor harvests in the last three years, and
to the low prices of agncultm'a.l produce, the
number of defaulters in the bank in J. ha.ng and
in the three in Lyallpur is_increasing, and
progress is unsatisfactory. It is also slow in

() If there is a land mort-
%:,ge benk in your cirele

80, are you satisfied with
its progress ?

P. 351,
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the banks at Gujranwala and Sheikhupura. Directors are not above
showing favouritism in making loans, and official control is essential.
The Land Alienation Act stands in the way of attachment and the sale
of mortgaged land, and makes recovery difficult.

The bank at Gurgaon is suffering from famine eonditions. Nearly
all debtors are defaunlters ; and, in spite of the postponement of the last
three instalments in full or in part, heavy arrears of interest are ac-
cumulating. ' _

The banks at Shahpur, Naraingarh, and Mianwali are doing satis-
factory work.

The extension of such banks must be very slow and cautious. The

‘ people are illiterate, and care more for borrow-

(%) Do you think it will ing than for repayment. The rate of interest

g‘;nz“;‘b"l’f:’o:’.“'&’;d, swh js high, and often it does not pay to borrow

i ) at 9 per cent for the redemption of land.

One Assistant Registrar thinks that in the

central Punjab the redemption of mortgages with 9 per cent loans
would not pay.

The Deputy Registrar, Jullundur, and the Assistant Registrars,

. Lyallpur and Sargodha, specify certain con-

(%) ;‘;h&tt",fe';fm‘m ’y.  ditions as necessary to success; e.g., official

control, a good managing committee, more

than ten years as the maximum period of loan, a lower rate of- interest-
and special facilities for recoveries ; also the area should be secure and
co-operatively advanced. )

(iv) What at present are Three main weaknesses are mentioned—
their chief weaknessea ? -

(1) The partiality and favouritism shown by many :ljréctqrs s,
their preliminary enquiries on loan applications are
generally anreliable ;

(2) the tendency of borrowers to default, and the difficulty in
effecting recoveries : taking possession of mortgaged land
is a long process ;

() the want of competent and trained staff.

Of the three weaknesses, the first is the most serious.
neg:!)” m San ':1::3“ :e;k‘ ‘Various remedies are suggested—

(a) preliminary enquiries regarding loan applications should be
made by a special Sub-Inspector independently of the
directors ¢

(b) Inspectors should have the power of veto on all loans ;

{(c) recoveries from defaulters should be made as if they were
arrears of land revenue ; -

{d) mortgage banks should be exempted from the operation of
the Land Alienation Act ;

{¢) a more efficient and better-paid staff should be engaged.
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PART 8.—DRALINGS BETWEEN LANDLORDS ARD TENANTS.

It is rare for landlords to make advances to their tenants in
Lyallpur, Hoshiarpur, Ambala, Rohtak and
Is it the practics for MO8t of Gurgaon. But in Attock, Mianwali,
1:31‘;“*:0 t:heﬁmszz m:sd; Multan,hShahpl(xir, Gujr:;.nwala.,h and Slllleikhuf-
; pura they advance for the purchase of
g;ic:; f(;l all 5353033:?"”’ bullocks, seed and food-stuffs; also in rare
: ’ cases in Sargodha for liguidation of debt.
Loans are made in the barani tracts of Lahore, but usually only for
the purchase of bullocks and seed. In Ferozepore landlords, especially
Hindus and Sikhs, advance in cash or kind for all * necessary ' pur-
poses, or stand as surety if they cannot afford to advance themselves,
The same is done in Gurgaon and Palwal tehsils. In Muzaffargarh
and Dera Ghazi Khan advances are made in grain for agricultural purs
poses, and sometimes even for marriages. In Hissar they are made in
kind, but only in times of scarcity.
If interest is taken; somewhat less than the customary rates of the
(%) What are the custome 8r€8 876 usually charged.
ary terms ?
The terms do not differ in Rohtak, Kangra, and Sialkot, In
Shahpur, Attock, Mianwali, Muzaffargarh,
. (i) Do the terms differ Dera Ghazi Khan, Multan, Lyallpur, Gujran-
e foae ok Mubsm- ggls,  Sheikhupurs, Laho:e, and Hissar
Muhammadan landlords charge no interest,
while & Hindu landlord generally charges less than the sahukar. In
Shahpur advances are made thus :— '

In the case of Muhammadan landlords, the advances are made
without charging sny interest and without taking a pro-note. The
signatures of the tenants are taken on a private register maintained
for the purpose. Advances for seed and fodder are made in kind ;
and valued at the market rate ; repayment is also accepted in kind,
and valued at the rate prevalent at thattime. Nosecurityis taken.
Loans have to berepaidinfull on the next harvest. In the case of
Hindu landlords, the terms vary thus :—

The advances are made for all purposes, without considering whether
they are productive or unproductive. Interest is charged, generally at
183 per cent, which is a little less than the rate of interest charged from
other borrowers. Pro-notes sre taken. In the case of tenants cultivat-
ing ordinary banjarland orland of poor quality, nointerestis charged.

In the Lyallpur colony and in Ferozepore, tenants sometimes

_ advance loans to their landlords free of ine
ﬁo? iz:nts;::::: :l‘:e Prac tﬁrest to e?suref secu:'ity :}f :emm;. Where
. there is no fear of eviction, the tenant recovers

;;i Z::‘ o:}l:: ?r? tll‘::dl::?xsa: his dues out of the landlord’s share of
terms ? produce. In one village in Lyallpur ad-
vances are made at the rate of Rs. 500 per
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square, and retained by the landlord as a deposit free of interest -till
the lease expires. Some of the Hindu money-lenders in this village,
instead of taking Rs. 500 a square, charge Rs. 60 a square
per annum, the amount representing interest on Rs. 500 at 12
per cent.! ’

~ In the Palampur tehsil of Kangra tenants make advances to their
landlords for very short periods without interest. A few cases are also
reported from Gujranwala. In Palwal loans free of interest are given
by tenants to landlords in consideration of easier rent, and in Rewari
the case is mentioned of & tenant who has advanced Rs. 100 to his
landlord at 18} per cent and proposes recovering it from the rent.

PART 9.—Taccavi—THE AGRICULTURISTS LoaNs Acr.

No Assistant Registrar has anything to add to what is said in

Have u hi to ;
nddtowhuytoia :fiﬁtin"%m- paragraph 362 of the Report of the Royal
gll"aph 362hoi th%o report of :
the Linlithgow mmission L .

_in regard to the Agriculturist Commission on Agriculture.

Loans Act ?

Most Assistant Registrars would confine its operation to times of

If you have any experience : 3 i 8
of the g L Boca0e  emergency for otherwise cheap credit will

please state whether youn R

would confine its uwse” to -be misused.
times of emergency, or whe-

ther you advocate its use in

normal times as well ?

Most would apply it to members of co-operative societies, but

one Assistant Registrar (Campbellpur) would

Would you apply it to only do this when societies are short of
members  of co-operative funds
societies ? If so, how ? .

One Assistant Registrar puts the effective rate at 7 to 8 per cent

It is said that, when all . . . '
the charges incidental to the ond one more at 9 to 12 for intelligent bor-
:apl:r:ﬁmiln tgi the _3«51; tia.re

© eonsideration, g 1
the cost of & loar. wudur 3 TOWeIS, but no one else puts it at less than 10,
to oe:g: - bol;i-owclat mucl; . ]
ex e official rate of gand fe h. .

Sntorect (6 wr mentyt T d few at less than 12. For the smaller
you agree in this? If so, at ..

what rate per cent per loansitisgenerally put at 12 ormore. -

annum would you estimate

the effective cost of a loan

ander the Act ?

1 See the Assistant Registrar, Lahore’s evidence, volume I, p. 392.
* Since raised to 63 per cent.
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PART 10 —PRESENT PoSITION or TEE RunaL MONEY-LENDER
. : (Sahukar).

(@) Replws of Assistarnt Registrars.

The memo. is correct, subject to the following :—
Do you regard the at- .
tached memo! on the ’
position of the village
money-lender which was
written three years ago as
. correctly representing pre-
sent oonditions so far as
your circle is concerned ?
Ifnot, what wmodifications
do you consider necessary? ’
In Lyallpur he is becoming more-eautious and raising his rate of
interest on advances. In the colony he combines the business of a

sahular with that of a commission agent.

.. In Rawalpindi a cause of the decline of the money-lender is said to
be thei increasing tendency of the rural classes to reduce then' expenditure
on cergmonial occasions, e.g., marriage, deaths, ete.

In Ferozepore he still holds a very strong position, except in the
barani tract of the district, which, however, he is not leaving as he ha$
much capital locked up in it and business is dull in the mandis.

In Hissar he is erecting fine pucca buildings in the villages, and
is trying to strengthen his position by becoming an honorary magis-
trate, a title-holder, a sub-judge or a member of the district board.

" " In Mianwali and Atfock money-lending is still a good paying bu51-
ness, and there is little migration to the town.

Similarly in the districts of Lahore, Muzaffargarh and Dera Ghaz'f,
Khan he is still dominant, but in Lahore the number of dacoities in past
years is leading many to leave the village.

© In Jullundur, owmg to the success of the co-operative movement,
the vﬂla,ge sahukar is fast disappearing.

Finally, in Sialkot the zemindars no longer supply the money-
lender with free fodder, vegetables, sugarcane, bhusa, fuel, etc., and are
daily trying to have less and less to do with him. The money-lender,
on the other hand, dealing with a smaller number of clients, charges a
hlgher rate of interest from members of co-operative societies.

(b) Replies of Income-taz Officers. »

Income-tax Officers of ten circles? state that the memo. correctly
foprosents the present position. The replies of the other Income-tax
Officers are given below :—

The Income-tax Officer reports that the borrower is becoming more

Gujranmala (includ conscious of his legal protection, and that,

A ude  whereas ten years ago he was afraid of being

Shoikhupur). sued, he now * cherishes” the idea as it

- 1This is the memo. submitted to the Royal Commission on Agriculture (volume
viis, p. 502).

2Lahore, Lyallpur. Montgomery, Multan (inoludes Muzaffargarh and Dera Ghazi
Khan), Ferozepore, Hissar, Karnal, Ambala, Gujrat (includes Jhelum) and Sialkot.

I
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saves him from continual harassment. He knows now that a civil suit
is & very lengthy affair, which tires out the suer rather .than the
respondent. The sahukar too knows the weakness of his position, and
will do his utmost to have matters settled out of court. The result is
he is often satisfied if the borrower merely executes a fresh bond and
agrees to pay the amount due by instalments bearing no interest. In
#overal income-tax cases loans have had to be classified in two parts,|
one carrying interest, and the other payable by instalments with
no interest. '

The Income-tax Officer has also noticed in this district that many
] peasgants liquidate their debts by giving their lands to the sahukar on
the Mustajri system. They lease out their land for a number of years,
and the leage money is appropriated towards their debts, which then
cease to corry intevest. ‘A consequence of this ig that a numbher of sahu-j
anrs are turning to the plough instead of extending their money-lend- |
ing,

To assist bim in recovery, the sahukar often seeks the help of a
well-to-do zemindar. Trusting the latter, he persuades him to get the
{and of the sahukar’s debtor alienated in his own name, and he himself
executes a bond in favour of the sahukar for the amount of the loan
in question. The zemindar remains the nominal owner of the land,
but the man who arranges for its cultivation and tenancy is the sahukar
himself.2 . e

" While there is every justification for saying that the village sahu-
) kar is gradually reducing his business as he is
Kfn';’i")‘fp“' (includes  gnding great difficulty in recovery, it is not
. correct, 8o far as Gurdaspur is concerned,
that he is * fast approaching the verge of extinction.”

The Income-tax Officer says that as a class the rural money-

Ferozopore lender is going from bad to worse, and is.

) being gradually replaced by the agriculturist

money-lender. He has been told by rural money-lenders that they

-were propared to accept even one-third in cash for their total invest-
‘ments, which they find extremely difficult to recover.

The Income-tax Officer writes: * The money-lender in the
. . Amritsar district is fast loging his supremacy
Amritsar (4 Circle). in the rural area. His position is going from
bad to worse, and times are shortly coming when he might be reduced
to th'e verge of extinction.” The Income-tax Officer adds that in-
security of life-and property in rural areas is leading him to migrate
from the village. .
. ’];his tendency is accentuated by the rise in the standard of living
This is acting as a spur to village money-lenders, hitherto indolently
contented with their petty earnings, to seek their fortunes in the towns.

. .n the two mortgage enquiries ,conduoted by the Board of Eoonomie Inquirys:
aimilar cases were discovered to the extent of 3 per cent of all mortgages in Ferozepore
and 1} per cent in Rawalpindi. ’
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The village sahukar is gradually reducing his business in the village
. s because of (a) the rapid growth of co-operative

Amritsar (C Circle)  orodit, societies ; (b) the legal protecti(})n given
to the peasant borrower ; (¢} the rise of the agriculturist money-lender
and (d) insecurity of life and property in the village owing to his strict]
exacting high rates of interest. Difficulties of recovery have in somei
cases led him to migrate to cities and mandis where he can find new
avenues for income. Some too have invested their money in the
purchase of land in Bikaner, etc., but they have not found it as remu-~
nerative as they expected from their experience of the Lyallpur and.
Montgomery colonies. Though the tide has definitely turned against
the sahukar, it has not ebbed very far and his end is not-yet imminent,
and rural money-lending is still the most important industry. In his
small circle he still commands respect. When the peasant’s borrowing
limit with co-operative credit societies is exhausted, he turns again
to the money-lender ; and tenants and village menials, being too weak
to fight him successfully in the courts, are still under his grip.

The Income-tax Officer writes : “ When I wrote last on the sub-
. jeet I was at Gurdaspur. I have found the
Ludbiana. conditions in Kangra and Gurdaspur to be
prevailing with even greater force in my present charge. In the
remoter parts of Kangra and Gurdaspur the village money-lender
still continued to reign supreme, and reaped the benefit of theilliteracy
of the debtors and their consequent ignorance of the law. But-condi~
tions are different in Ludhiana, where the average debtor knows, and
understands well, the provisions of the law. Here he can afford. to,
and actually does, dupe the primitive sahukar.

“The place of the indigenous sakukar is being gradually usurped
by the agriculturist money-lender and the retired soldier. In Kangra
many military pensioners squander their money, but in Ludhi-
ana they invest it in loans. For the peasant debtor the agriculturist
money-lender is more formidable to deal with than the village money-
lender. The latter has got his bands tied by the Land Alienation Act.
and other similar enactments, but the former is free to lay his hands
on the agricultural land of the peasant debtor.”

Debtors in rural areas are increasingly applying to be declared
insolvent. This is partly dua to unfavourable
barvests. Owing, too, to the new canal
colonies in Bikaner and Bahawalpur, alarge number of rural debtors
is leaving the Shahpur colony for the new colonies. This is making
the position of the village money-lender still worse.

Shehpur.

The growth of co-operative credit societies has undoubtedly
. affected the money-lender adversely, but

Rawalpindi. only to a limited extent because the improvi-
dent borrower finds the money-lenders much more accommodating
than a society which is governed by fixed rules. The Income-tax
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secure than they used to be, and that there is a tendency in consequence:
to migrate to the tqwn.

In. conclusion, the Income-tax Officer states that “though rural.
money-lending appears to be one of the very few businesses in which a.
man with a small capital can earn on an average about 15 per cent
yet, in view of the facts stated above, and also because capital once-
invested is sunk for ever and bad debts are very frequent, and all that a.
sahukar can hope for, is to get interest every now and then, hig profes--
sion is becoming less and less attractive every day, and even the old
uneducated sahukar has become sick of it, and would fain give it up
if he could possibly recover a reasonable proportion of the capital.
invested. For the educated it bas no attraction whatever if only"
because of the delays, the expense and the humiliation involved in.
the recovery of debts through the doubtful help of civil eourts.”

The Income-tax Officer thinks that the growth of co-operative: .

Attook (includes Mian- SoCieties as a rival institution is possibly
wali). overemphasized, and that the money-lender-
is holding his own. He adds that he has not come across any agri~
culturist money-lender, and that, if there are any, they must be few.

For the Income-tax Officers’ views see Evidence, volume 1, p.
161, and volume I, p. 170, respectively.

\Oﬂioet adds that the life and property of a village sahukar are less-

Rohtak and Jullondur.



NOTE D.

A Note on the Flood Relief Loans of 1929 by the Deputy
Registrar, Co-operative Societies, Sargodha.

The following few lines with the help of the various tables showing
‘the relevant figures collected from the various flood stricken dis-
tricts will, I hope, satisfy the query made by the Chairman of the
Punjab Banking Inquiry Committee.

The idea before me while suggesting the scheme of flood relief
loans, was to render timely help to the miserable flood-stricken mem-
bers of our societies and thus to save them from falling a victim to
the usurers. . .

Rate of interest.—A suggestion was also made to advance these
loans on as low a rate of interest as possible. The Registrar very kindly
moved the Provincial Bank to make loans to the Central Banks at
$ix per cent wherefrom the societies should get at 6} per cent and
thus the members may be able to borrow from their respective socie-

. ties at seven per cent. These rates were universal all over the flood-
stricken area of my division, with the solitary exception of the Mian-
wali tehsil, where the societies borrowed from the Central Bank and
lent to their members at the ordinary rates; these loans were
‘made in the very beginning of the flood relief works and the conces-
sion rate was not charged under some misapprehension. The total
.amount advanced to this tehsil was about Rs. 75,000, which having
been treated as ordinary loans, has not been included in the following
figures of the flood relief loans. A

Terms.—The loans having been made on a reduced rate of interest,
it was a condition of the Provincial Bank loans to Central Banks, that
-all repayments by Central Banks to Provincial Bank should first be
taken to the credit of this Special Relief Loan. Similarly the societies’
repayment tio their Central Banks and those of the individual members
to their societies should first be credited to this special relief loan
saccount.

The following figures show the number of borrowers along with
the amount lent to them both by the societies and the Government
{taccavi loans).

NUMBER OF PERSONS TO|
WHOM THE LOANS HAVE AMOUNT ADVANCED,
BEEN GIVEN,
»
D_istrict. i
: Flood Taccavi Flood Taccavi
 relief loans, relief loan.
loans. . loans.
1 2 3 4 b
N Ra. * Ra, Ra. Rs.
Mianwali .. . 1,366 | 3,832 73,878 99,876
) Jhelum . .e . 1,080 4,023 1,07,000 1,18,680

188
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NUMBEE OF PERSONS TO
WHOM THE LOANS HAVE AMOUNT ADVANCED,
BEEN GIVEN. ’
District.
Flood . Flood
relief Taccavi relief Taccavi
loans. loans. loans, loans,
1 - 2 ) 3 4 5
: "Rs. : Rs.
Muzaffargazh i 904 *16,901 40,965 2,74,642
Dera Ghazi Khan . 1,776 45,400 71,315 4,80,884
Shahpur .. . 3,346 3,927 2,50,019 1,70,000
Gujrat . . 58 . 6,760 .
Total . 8,530 74,083 | 555,937 11,44,081

*1. Number of persons of the Muzaffargarh district is only approximate, as
- accurate information could not be had from the Muzaffargarh tehsil.

2. Figures relating to tacoavi loans could not be secured for the Gujrat district, -

3. Twenty-five thousand, four hundred and sixty maunds of seed were supplied’
in Muzaffargarh district. The have been converted} into rupees. Im

Mianwali district too the co-operative asocieties distributed seed worth Rs. 2,500 out of
the flood relief loans,

Columns No. 3 and 5 of the above stat t show the t i loan figures collected:
through the Revenneé Authorities. *Generally no loans were given by the societies to
the persons who got the taccavi loans.

The following table will show the total number of the affected
societies, their members, and the number of those who suffered losses,.
and those who were offered relief in the form of Flood Relief Loans ;~—

SoorETIES. MEMBERS,

i . Totln:ler Percent;
istrict. num| ago of
Distriot. of Those who | Those who | members:

Affected. | Helped., | members | suffered | got relief | helped.
in the loss. loans,
affected
societies. !
: i
Mianwali . 117 89 2,382 1,648 1,366 88
Jhelum v 51 48 1,706 1,407 1,080 71
Muzaffargarh .. 61 654 1,560 1,052 904 86
Dera Ghazi 117 100 2,562 2,144 1,776 83
Shahpur . 222 178 7,147 4,174 3,346 80
Gujrat .e 9 21 226 581 - 68 100 -
Total .. 577 469 | 15582 | 10,383 530 82
Seven out of the nine Gujrat societies did not deserve help for

various reasons.

{At Re, 6 per maund,
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The figures show that from 12 to 23 per cent of the sufferers were
not advanced any loans. This was due to various reasons. De-
faulters, absentees, and those who had no capacity to borrow any
more, were excluded. In some cases the members themselves managed
to meet their requirements and refused to incur any further Hability.
The help, was, howaver, rendered to all those who really deserved it and
whom the societies could safely trust their money.

The average loan per person advanced by the societies and that
given in the form of taccavi by the Revenue Authorities are compared
in the following table :—

SocreTres’ LOANS. TaGCAVI LOANS,
L. Number Number
District, of Average of - Average
members per persons of
who got member. who got person.
loans, loans.
Rs. Rs.
~Mianwali .e .. 1,366 54 3,832 o 26
_Jhelum .e . 1,080 | ", 99 4,023 29
“Muzaffargarh .. . 904 45 © 16,901 16
 Dera Ghazi Khan . L6 | 43 45,400 10
. Shahpur . . 3,346 5 3,927 43
. Glujrat . . 58 116
Total . 8,530 65 74,083 15

The above ﬁgﬁres show that the average of taccavi loans was
much less than that of the societies’ loans. This difference was, I
_think, due to the-following reasons :—

(a) The limited amount of the taccavi loans was to be distribut-
ed over a large area and among a large number of persons.

(b) There were certain limits fixed for various loans to be ad-
vanced for various purposes. For instance, in certain
districts a maximum loan limit for seed was Re. 50,
which in the case of an avérage cultivator was
inadequate,

(c) The Revenue staff could hardly make as close a study
of the requirements of the sufferors, as the managing
committees of our societies, which decided each case
with full consideration of the genuine requirements of
.the members. '
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Preliminary inquiries and revision of marimum credit limils.—
1 made.a long tour to examine the condition of the floodstricken
areas and to see what could best be done for the people thereof.
Meetings of co-operators were called at various important centres in the
circles of Assistant Registrars in my division, necessary information
was gathered as to waysand means for help, and situation dis-
cussed with all Inspectors, Circle Registrars, and leading co~operators
of the flood-stricken areas as to the details of work to be taken in
hand.

A very careful inquiry was to be made before taking in hand the
actual advance of money, in order to ensure the safety of relief loans
and also to ensure their falling into the hands of the deserving persons
only. The flood had naturally caused an immense change in the capa-
city of the members to repay. The revision of the Maximum
Credit Limit register in all the affected societies and consequent
revision of the M. C. L. of societies concerned was most necessary
before the advance of further money, in order to pick out the deserving
persons “for relief loans at reduced rate of interest and to scrutinize
the amount of loan needed. It was also necessary to gauge the extent
and nature of losses in each individual case as well as the loan required
for each object. I therefore issued a circular letter to all Circle Re-
gistrars in my division to have the M. C. L. register re-examined and
revised in the case of all the members of affected societies, to have
.enquiries. conducted in each individual ease in respect of their losses
in standing orops, cattle, fodder, grain, houses, and wells, and of the
corresponding requirements of members for seed, bullock, fodder,
food, houses and wells. This work was very important before
advancing money to escape haphazard, risky, and unsystematic issue of
Joans, and was most difficult. On the other hand, the critical condition
of the people demanded immediate help, but, thanks to the zealous
efforts of the staff, it was finished promptly and we were able to
render help in time. '

The work did not end with the compilation of the above mentioned
statements. The Sub-Inspectors submitted the same in detail to
Inspectors, who after checking on the spot at least 25 per cent entries
consolidated the same for each society and submitted them to Circle
Registrars, who in their turn after satisfying themselves in as many
<cases as possible submitted the Inspectors’ totals to me fo arrange the
money required. The distribution of loans was not let off and these
were advanced by committees of societies concerned to members
under as close supervision as possible. The Circle Registrars remained
fully engaged in the work. I myself saw the actual distribution of
Joans at various places and verified the same at others. The number
of affected societies to be attended to in all was 577 which itself speaks
of the work done by the staff. .

The method of revision of M. C. L. of the societies and that of
members was not in any way different from the ordinary procedure
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except that, in most*cases the Circle Registrars approved the revised
M. C. L. on the spot simply to avuid unnecessary delay and render
prompt help. The by-law requiring loans not to be made within the
first month of & new member's admission was, however, rolaxed under
the Registrar’s suggestion.

There was an increase in the M. C. L. of the societies conoerned
from 40 to 50 per cent ; but nearly all the circle reports agree that this
increase wWas not in any way abnornal, and in several cases it was due
to admission of new members. The Circle Registrar, Campbellpur,
ocullected figures for the lood-stricken societies of the Mianwali dis-
trict. He remarks that the 92 societies have 2,332 members and the
M. C. L. of these 93 societies before the flood was Rs. 1,77.500 and
after the flood it was raised to Rs. 2,14,050, thus resuliing in a net
inorease in the M. C. L. of these soaieties of Rs. 36,250, This gives
an average increase of M. C. L. for each of the affected societies of
Rs. 394, And if Rs. 86,250, the increase of the M. C. L. of the above
mentioned 92 societies, 1s spread over the total number of members
(2,852) in these 02 societies, it gives an average increase in societies’
M. C. L. of Rs. 15 per member. .

These figures speak for themselves and lead one to believe that
the loans advanced were in no way abnormal or excessive. The
M. C. L. of the members fixed by the societies was cargfully checked

by the staff.

Full care was taken in respect to issue of loans too. The members
as per statements prepared after the flood and before the actual ad-
vauce of woner, needed loans to the extent of Rs. §.80,997, but in
sertain cases it was not deemed advisable and safe, after full serutiny
into condition and past dealings of the members and societies con-
cerned, to advance the whole amount ; and relief loans amounting to
Rs. 5,535,937 were therefore advanced, which shows the care taken not
only in weeting the needs of the members, but also in seeing to the
safety of money. No loans were given to D class societies or to de-
faulters. Moreover, the preliminary estimate wasmade only in eon-
sideration of the members’ requirements, and this estimate was liable
to be reduced at the time of serutiny, when the members’ barrowing
capacity and their previous dealings witxlg the society wers to be given
due regand.  After the first two stages, viz, (1) judging the condition
and needs of members, and (2) advance of money and supervision
over the advancing of money, the third stage was to see that loans
were applied to the purposes for which theyr were issued.  This wark
also received our best attention. It is gratifying to note that in such
a large distribution made in so short & time, the csses of misapplica-
tion were negligible. The wembers, I think, could mnot possidly
afford to misuse the money.

Distribution and checking cf loans.—Freparation of the preliminary
lists, to estimate the losses suffered and help required, was done mainly
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%o facilitate the distribution and checking of loans. These lists, which
were duly checked by the staf, left little room for the undue distri-
bation of loans. Circle Regisirars and I myself had in several cases
checked these lists before or aft;er d:stribution, and i tt.‘e, if any, depar-
ture was made from them.

Security.—No special security was demanded for any of these
loans by aay of the institutions eorcerned. The members got loans
on the system of ordinary personal securities, already in vogue in
primary credit societies.

Any difficulties that arose.—The only difficulty was the very heavy
work required from the staff at each stage, i.e., preparation of the
preliminary lists, distribution of loans in time, supervision of their
applications and completion of registers. It was rendered more
difficult, as everything had to be done within a very limited time. -
To meet this, the staff of other distriets was imported for help, but as a
sequel to the flood, the malaria raged furiously during all these busy .
days in the affected areas, and in most cases our staff too could not
escape repeated attacks of fever, since they had to pass days and
nights in the flood-ruined villages, the residents of which had little
or nothing for their own accommodation. In spite of all this the
staff carried out their task with zeal and energy, and it was thanks
to their efforts that the work was completed in time.

The experiment suggests that the -system can be freely adopted
in case of future emergencies of this type. What it really needs is
extra staff to meet the increased volume of work and very close
and wigilant supervision over the distribution and application of
Joans.



NOTE E.

Marketing in Villages and Mandi! by M.L. Darling, 1.CS.
The Report of the Linlithgow Commission appeared in 1928 and
drew attention to the paucity of information
: . in regard to marketing conditions in India.
In view of this, I decided to have certain aspects of marketing
examined in two districts. The two distriets selected were
Shahpur and Montgomery, each of which contains an importani
canal colony, the one irrigated by the Lower Jhelum Canal
snd the other by the Lower Bari Doab. The inquiries were
conducted by the local Assistant Registrars, both gazetted officers of
- eonsiderable experience.- In Shahpur, Sardar Gopal Singh was
directed to inquire into the conditions under which agricultural pro-
duce was transported from the village to the market, and in Mont-
gomery Chaudhri Nawab Ali was directed to examine the condi-
tions under which business was conducted in a typical colony market.
The market selected was Chichawatni, but to give a wideér perspective
to his inquiry he obtained information from five other markets as
well. Questionnaires were drawn up for both officers and carefully
adhered to. The results, which so far ag possible have been brought up

to date, are given in the following note.
Parr L—From Village tc* Market..
2. The Shahpur inquiry embraced 11 villages selected so as to be
- collectively typical of the district. Five were
Scope of the inqulty:  iaken frozn yKhusha,b and two from each
ul the other tehsils. Five depend for their cultivation upon rain,
four upon a perennial canal, and two npon inundation canals. Two
are comparatively new colony villages, and two are situated in the
semi-desert tract of the Thal. Three more belonging to a single owner
‘were chosen, since the landlord is an important element in the district.
.In all 130 persons were examined, and they may-be classified as
follows :—

Introductory.

" (@) Small holders® . .. . 82
(b) More substantial holders . . 35
(¢) Middlemen .. . 13
(d) Landlord . - .o . 1°

(e) Landlord’s munshl

8. The dxsta.nce to the local ma.rket varies. fr6m 5 to 27 miles
with an average of 12}. The colony villages

Koads. are naturally the best served in this respect
The total length of the connecting roads is 188 miles, of which 49, or
a little more than one-third, were metalled in 1928. Of the remaining
85 miles 15 were good, 15 indifferent, and 55 bad. In the Tkal there

IMarket.
%.e., those owning or cultivating less than (a) 26 acres in villages with 8. pemn—
nisl canal, (b) 50 acres in villages with an inundated cansl, and () 76 acres in barand

ges.
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are only tracks, and what may have been clear enough in the morning
may, after a sandstorm, have cumpletely disappeared by the evening.

4. In the tract between the Jhelum and the Chenab, which water
the district, eart, donkey, and camel are all
in use, but in’ Khuskab only pack transport is

possible and carts are not found at all, and in the sandy Thal
the only means of transport is the camel. Donkey and cart
-coet about the samwe, but the camel is cheaper, and when in
competition with donkey and cart tends to reduce their cost.
He 18 cteaper Lecause bhe costs so little to feed. He earns gold,
says a Multan proverb! -and eats jal2. But he has ore
disadvantage. He cannot™be used during the rains, since dry ground
is essentinl to his stahility. Consequently he has to be given a holiday
from the middle of July to the middle of September. All the three
methods of transport are used for grain, but only cart and camel are
possible for cotton owing to its bulk, and the camel, too, is not popular
for this. Cotton brought in a cart arrives in better condition and fetches
a higher price. On a camel it has to be,bagged and is liable to be
roughly handled.

5. The cost of transporting a maund of produce from eight of

these 11 villages to their nearest market is
_as follows :— .

Transport.

Cost of transport.

. Distance . ’ .
- fromthe | (wpeat. | Cotton. | Rape® | Condition of road.
. market (toria)
(miles). ‘

) Ra. A. P, | Rs. o, .| Rs., A, P, .
Bodhi Jaiwali .. 217 [ . . Bad and hilly,
Muazafiarabad .. 20 ... 0 40 19 miles metalled.
Kalra . 19 0 30| 08O Good, 16 miles me-

. ; 1 talled.
Chak 78-8. B. .. 12 02 6| 0 4 0 0 2 8| Poor, unmetalled.
Chak 101-B. .. on 0 40| 050} 030 Po(i]r,dﬂ- miles me-
talled.
Fatihpnr .. s]o16 .. .. . | Unmetalled, but fair, .
- Laliani . (] 01 6| 0 3 0 0 1 7| Good, metalled.
Deowal . [ 01 6| 0 3 0] 0 1 6] Bad,unmetalled.

The distance is the most important, but not the only, factor ; the
state of the road has to be reckoned with; also the variety of transport
available. Thus, in the case of Deowal, it costs 14 annas to transport
a maund of wheat along five miles of bad unmetalled road, but only .
three annas to transport it the 19 miles from Kalra.

1Tthh eganga mal khatie sona to khave jal.

3Sulvadona oleoides.

3Brassica compesiris.

4At Multan ginning tactory owners stated that, the roads being bad, it costs four
snnas & maund to cart cotton five or six miles (Ev., 4%, 7116), and from H.R, Stewart:
Farm Accounts in the Punjab, 1928 (p. 24} it appears that, in Lyallpur it costs 2 annag
to cart a maund of cotton 1} miles along an unmetalled road and 24 annas & maund
of wheat,

0l
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6. An effort’ was made to compare village and market prices,

Villa but without much success, since the calti-

Pﬁces_ge and  market oot did not know the difference and the

. middleman was unwilling to disclose it. The

figures obtained, therefore, are not given, except those for Chak 108-B,
which alone could be checked. The difference in this case was—

Rs. a. p.
Wheat .. .. .e .. 012 9
Cotton .. .. .. .. 1 00
Torta - .. .. .- .. 1 211

In this village, at each harvest, the prices for all' produce from
time to time received by the shopkecper are fixed on a given date.
These were compared by the Assistant Registrar with the correspond-
ing prices in the local market. The information obtained in the other
villages suggests that the village dealer keeps a margin of two annas
a maund net profit in the case of grain and from four to eight annas
in the case of cotton. * .

7. Out of 117 producers only 12, 4.e., 10 per cent, were found
to market their produce themselves. All but
one of these were substantial holders, and two
were landlords. It may be said, therefore,
that the small holder sells his produce in the village, and about one-
third of the others in the market. In the case of the latter the pro-
portion would have been less but for Hindu and Mubammadan
tension, which in one village led six farmers to market their produce
themselves. Three reasons are given to explain why the ordinary
cultivator sells his produce in the village. Firstly, he is in debt to
the village shopkeeper and is required to market his produce through
him. In one village the shopkeeper refused to lend to those who-did
not do this unless they pledged their jewellery ; secondly, the culti-
vator dislikes the botheration involved in selling in a market, whose
ways he does not understand and where he 1s treated as an alien ; and,
thirdly, he is afraid of being cheated. Of these factors the Assistant
Registrar considers the first the most important. Like the farmer
elsewhere in the Punjab, most of the cultivators are in debt and never
expect to be free of it. They borrow from the lochl shopkeeper, who
is also the village money-lender, and often purchase their modest
necessitisa from him on credit. In his turn, the shopkeeper is financed
by a commission agent in the market and is obliged to sell his produce
through him. The only cultivators who have broken away from es-
tablished custom are the six, who were led to do so by communalism.
Of the other six who also marketed their produce, only two, both
landlords, were not in debt. The other four were in debt to commis-
sion agents and consequently sold through them.

The second factor will be considered at length in Part II of this
note, and only one point need be mentioned here. It was found that

Sales in village and
market.
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those who marketed their produce generally visited the market 12
times a year. Occasionally two days are spent on a visit, but usually
only one. The time is easily spared, and only one farmer complained
that his cultivation suffered. The third factor will also be dealt with
in Part II, and here only one illustration need be given. A tenant
took his cotton to Sargodha and spent three days there before he could
sell it to his satisfaction. It was then taken to the mill to be weighed.
When the weighing was in progress, the mill-owner insisted upon a
deduction from the agreed price on the ground that the produce was
not of uniform quality. The tenant’s only remedy was to load up his
cart and go elsewhere, but his patience was exhausted and he con-
ceded the claim,

One of the landlords sells his producs direct to an exporting firm,
thereby eliminating the commission agent. He sells his cotton by
sample and delivers it at Sargodha. His wheat he generally auctions
and delivers in his village ; but sometimes he sells if, too, by sample.

Four of the eleven villages are within the area of operations of a
co-operative commission shop, and out of the eight who in these vil- -
lages market their produce themselves, six do it through the shop.
The other two are landlords, one of whom, as we have just seen, employs
no commission agent.

A small advantage claimed for sale in the market is that shoppmg
can be done there more economically than in the village.

There is a general complaint amongst the cultivators that they do
“not get a fair price for their produce, but the complaint is common to
farmers-~all over the world and in this case there is nothing to sub-
stantiate it, except in regard to weighment.

8. Many complained that the shopkeeper used false weights
and measures, and that those he wused for
buying differed from those for selling.
" Note G! shows that there is ample Just1ﬁca.t10n for the complaint.

Cheating is facilitated by the substitution of an iron fopa or measure
. for the wooden vessel always employed in the past. The bottom of
an iron fopa can easily be pushed in or out, and the Assistant Registrar
relates that, when he pressed one inwards, its eontents weighed one
chhatak? less than before. Choosing at random a number of fopas
of apparently the same measure, he found their contents varied from
two seers? to three seers and two chhataks. To add to the confusion,
the topa varies from village to village.

9. Loss was only alleged in two villages, and that by middlemen
) . . only. They put.it at one seer per maund in
hg];"“‘: 'n bransit from vil- ¢he ease of cotton and at 13 chhateks in the

case of grain. They attributed it to theft.
The probablhty is that it seldom oceurs.

Weighment,

ip, 217,
2About 2 oz.
30ne seer weighs aboat 2 The.
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10. In the villages owned by single landlords the shopkeepers.
“Londlords. are obliged to use stamped wooden topas,
and to market the cotton of the village—
wheat is not often sold—for & profit of not more than four annas a
‘maund plus the cost of transport. The landlord fixes the price for his
tenants by taking the average price of his own salos over the whole
season. The rate of interest is fixed at 1S} per ceut (paisa rupaiya)
and no one is allowed to charge more. Nor may a money-lendet sue &
debtor without permission. The money-lender’s quid pro quo is that
~ the landlord gives him ® house free of rent and.if pecessary, puts pressure
on debtors who will not pay, whea the division of the produce takes
place, handing over a part of it to the money-lender. Disputes are
settled by arbitration ; and when a tenant wishes to clear his acoount,
he is allowed to pay half in cash and Lalf in cattle, the value of the latter
being fixed by an arbitrator. '

11. In one of the Khushab villages it was said that owing to re-
peated crop failure nothing material had been sold for seven years.
The Assistant Registrar visited some of the houses and found that
they had very little furniture, utensils, or clothes, and that the stock of
the local shopkeepers was worth barely Rs. 20 each. The shopkeepers
said that their capital was locked up in loans which, for the time being,
oould not be repaid. In better case were the military ponsioners,
whose pensions gave them a seocond string to their bow.

Parr IL—Colony Markets in the Punjab.

12. In recommending that regulated markets should be estab-
lished in India the Linlithgow Commission
Iatrodactory. remarked : * No systematic survey of the
oonditions under which agricultural produce is marketed bas yet been
made in any province.”! This explaing the present inquiry. As
already stated, Chichawatni, a typical canal colony market in the
Montgomery district, was the centre of it, and four other colony markets
were included in its scope—Okara, Toba Tek Singh, Gojra, and Lyallpur.
Okara, like Chichawatni, is in Montgomery, and the other three are
in the district of Lyallpur. A ocertain amount of information was alao
obtained about Sonepat, & market town 27 milos north of Dalhi. The
three Lyallpur markets were founded between 158% ahd 1900, and the
others in ¥916.

13. Ia the Punjab a twelve-mile radius ** represents the Limits

. within which agricultural producs Bows easily

Area of operation. to a market centre.”™ DBeyond this, difi-
culties of transport virtually compel the grower to sell his produce in
his own village. Three of the six markets—Chichawatni, Okars. and
Sonepat—operats within & sufficiently narrow radius. Chichawatni

tLinkithpow Commission, p. $SE
0sid, p. 380,
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has three markets w1th1n 80 miles,® Okara two, and Sonepat two
within 12 miles.? Lyallpur is also sufficiently well placed with twe
markets within 22 miles.# But Gojra and Toba Tek Singh have to
serve a larger area than is convenient. Southwards, Toba Tek Singh -
has no market within 45 miles, and new markets would seem to be
roquired at Pir Mahal and Manun Khanjan.®

.14. The area thaf. can be properly served by a market depends
n the number and condition of its roads.

e importance of this in regard to transport
was noted in the Shahpur inquiry. The indigenous and once nomad
Jangli is bappy enough with camel and donkey, which he has used for
generations, and the village shopkeeper and grain dealer like them,
too, for grain, since they are an anna a maund cheaper. But the colonist
from the central Punjab prefers his native cart, and for a cart there is a
world of difference between a good road and a bad. Montgomery,
too, is the biggest cotton area in the Punjab, and for cotton, as has been
noted,® the donkey is impossible and the camel not very serviceable.
Then there is the motor lorry, which ginning factory owners in Chicha-
watni and Arifwala, another colony market in the district, are begin-
ning to use for cotton. The range of a lorry naturally depends, though
much less than wouald be expected, upon the state of the roads.
In this respect Chichawatni is not very well off, for though six roads
converge there, only two are metalled, each for eight miles. Of the
86 miles of roadway in the area served by the market 70 are unmetal-
led and in bad condition. For all six markets only 95 miles out of
598 are metalled : in other words, one mile in six. Lyallpur stands
first with 41 miles out of 85 metalled, and Toba Tek Singh last with

all its 136 miles unmetalled, and, so it i3 said, .in a deplorable.
condition. Of all the unmetalled roads only one (leading to Sonepat)

was reported in 1928 to be even in fair condition.

Roads and transport.

15. The markets themselves consist of shops built round three or
four sides of a rectangle, with a wide brick
pavement ¢ for unloading, examining, clean-
ing, ‘weighing, and bagging the grain.””
There is a large open space in the middle for parking carts, a well for
water, and a tree or two—far too few indeel—for shade.
The goods station and the cotton ginneries are not far away,
and close by are bazars to tempt the cultivator to buy what he cannot
get in his own village, purchases which raise his standard of living,
but not always his level of comfort or happiness. The number of

The markets and their
shopa

1Mian Channu 25, Burewala 23, and Montgomery 28.
Montgomery 25, and Pattoki 29.

$Narela 8, and Samalkhs 12.

4Chak Jhumra 12, and Jaranwala 22.

8A site has been chosen for & market there.

$ Paragraph 4. .

¥ Linlithgow Commission, p. 384.
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shops in each of the six markets varies from 40 in Sonepat to 91 in
Lyallpur. Chichawatni bas 50. All have a co-operative ‘commis-
sion shop, and all but one (Sonepat) run by agriculturists. The
" latter, however, total only 11 out of 408, and nowhere exceed four
(Lyallpur). The 408 shops are owned as follows :—

Aroras. .- e . - .. 225
Kbatris . .s .. . 68
Banias . e .o .o 65 :
' (including 8%
in Sonepat)..

Sheikhs . o . .. 12
Brahmins .. . . . 3
Companies .. . .. . 2
Commission shops, non-agriculturist .. .. 6
Sikhs . e . . 16

. Sikh Jats . . .. .- 7
Arains .. .. . . 3
Rajputs . .. R 1

The members of the last three tribes are agriculturists.

These figures are important because they show that the grower
is barely represented in the markets, which primarily should exist for
his benefit.

16. Normally the produce passes through the hands of four
. » middlemen. The village shopkeeper brings
Nature of business. it to the market and sells it there, through a
commission agent and a broker! to a mandi merchant, a port buyer,
or a mill. Cotton has to pass through the hands of a ginning factory -
owner as well. There are two kinds of commission agents. The
agent with limited resources usually acts as an agent for the seller
and does not buy on his own account, and does little, if any, storage.
But the agent with ample resources acts as an agent for the buyer,
often buys for himself, and stores freely. The business done by the
first type is called kachhi arkat, and that by the second pucet arkat.
Of the 408 shops, 231 confine themselves to the former, and 48 to the
latter ; the rest to both, and in Sonepat this applies to all but three.
Sonepat is the only one of the six markets in which none of the well-
known exporting firms is represented. At Chichawatni, five Karachi,
and two Bombay, firms have their agents. So, too, at Lyallpur, where
there is also the agent of a Calcutta firm. The other three markets.
have representatives of Karachi firms, and also of six European, and
two Japanese, firms. Sonepat alone, therefore, is not in direct touch
with foreign markets. .

1Brokers are not employed at Sonepat—see paragraph below.
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17. The produce handled embra.ces nearly everything grown.
in the Punjab including (at Chichawatni)
even wool. Cotton and wheat are much the-
most important, and in 1927-28, 263,000 maunds of wheat and 100,000-
maunds of cotton were déspatched from Chichawatni station alone.l

Nature of produce.

The total volume of produce despatched by rail from each market.
during the same period and its estimated value are as follows? +—

Maunds, Rs. (lakhs.)
(000‘s omitted).
Chichawatni . . 589 61
Okara .. .. .. 668 1,01
Gojra .. . .. 1,567 1,81
Toba Tek Singh .. .. 818 55

18. None of these markets is in any sense an industrial centre,
but there are 12 ginning factories, 3 flour
mills, and 4 oil presses within’two miles of’
Lyallpur. On the other hand, there is only one ginning factory within’
two miles of Sonepat.

19. All six markets, except Sonepat, have some kind of local
body for their control, either a municipal

Management and control. - committes as at Lyallpur or a small town or-
notified area committee. The Lyallpur Muni--

cipal Committee consists of 16 members, and the others of seven or
eight. No committee has more than three agriculturist members :#

Factories.

1The corresponding figures for the other markets are as follows :—

Wheat. Cotton, Maunds.

(000’s omitted.) (000’s omitted.)
Okara .. .. e 325 231
Gojra .. T e 1237 330
Toba. Tek Smgh . . 437 45

The figures for Chichawatni and Toba Tek. Singh were obtained from the records.
of the local railway station, those for Gojra from an official report of the municipalities,
and those for Okara by inquiry from local dealers.

Representative commission agents at Okara stated that the maximum output
of cotton of the three most important Punjab colonies was very roughly as follows.
(evidence volume 1I, p. 1103) :—

Bales.
Lyallpur .. .. .. . .. 100,000
Shahpur ., .. .. .. .. 50,000
Montgomery .. .. .. .. 100,000
#Produce per muund has been +alued as follows :—
Cotton. Kapas, Wheat., Toria. Gur, Miscellaneous,
" Rs Rs. Ra, Rs. Rs. Rs.
38 13 4 6 [ 5
#The number of agmcultunst members is ag follows :—
Lyallpur .. .. . e ‘e .. 3
Chichawatni . . . . 2
Gojra . . . 1

Toba Tek Singh and Okara . . . . N
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at the same time, no single casteIs in a majority. In both Chichawatni
_-and Okara three out of the seven members are Aroras, and in Lyallpur

five out of sixteen are Khatris. Lyallpur and Gojra have non-official
- presidents ; and Chichawatni, Okara, and Toba Tek Singh are pre-
:gided over by the revenue assistant, the colony assistant, and the
tehsildar, respectively. The number of meetings in 1927-28 varied
‘from 7 in Toba Tek Singh to 84 in Lyallpur. No committee has made
:any special effort to supervise or regulate its market in the interest
-of the grower. The contrary could hardly have been expected, seeing
‘that the non-agriculturist is predominant in every committee, as he is
in every market.

In the absence of a committes, Sonepat has a panchayat of market:
-~chaudharies which is entirely informal and has neither bye-laws nor
Tecords. Nor s it very active. In 1927-28 it.dealt with only two
-cases ; -one ended in the erring party being find a sack of gram, which
-was made over to the local gaushala ;! the other is an amicable settle-
- ‘ment. Decisions are enforced by boycott, which involves all the shop-
‘keepers of the market ceasing to do business with the recalcitrant
‘party. Chichawatni also used to have a panchayat, which in 1927-28
<decided threo cases. The first was the question whether the local
ginning, factories should be allowed to pool their business. This was
decided in the negative, and the decision accepted. In the second
-ease firm 4 persuaded the creditors of firm B, which was insolvent,
40 accept 10 annas in the- rupee on the private understanding that its
-own claims would be paid in full. On hearing of the arrangement the
‘panchayat fined firm 4 Rs. 25. The amount was given to the local
gaushala. In the third case it was discovered that certain firms .were
using full-sized bags in buying and smaller ones in selling. The pan-
-chayats took no penal action, but decided, somewhat lamely, that any
proved defect in weight should be deducted from the price. Soon
after this the person who organized the panchayat died, and as so
«often happens, his work died with him and the panchayat was dissolved.
Now the commission agents occasionally meet to decide a dispute,
_generally in vain, for party feeling is rampant.

20. Lyallpur has been more ambitious than either Sonepat or
Chichawatni. Some years ago a regular

Association of commission gsgociation called the Lyallpur Indian Mer-
-agents. . chants’ Association was organized to promote
trade, settle dlsputes and control business.

At one tlme\ 95 per cent of the commission agents were members. As
-an inducement to join, members were allowed to pay only Re. 0-1-3
brokerage instead of the usual Re. 0-2-6 paid by non-members, and
brokers were forbidden to practice until they had paid Rs. 2. There
“was an admission fee of Rs, 18, and out of the proceeds of this and other
{fees a staff of sweepers, water-carriers, and chaukidars was maintained

3Alms house for cattle.
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for the benefit of the market; also an office establishment eopsist-
ing of a head clerk, two assistant clerks, and a peon. All the weights
ased in the market were stamped with the association’s seal, but this
-was of littlo value as their accuracy was never checked. The markef.
‘rates of business were fixed by the association, and a rule made
that if any one who was in debt to a commission agent gold through
another, the latter must either pay the debt or refuse the proffered
custom. Had this rule been strictly enforced, it would have added
greatly to the difficulties of the local co-operative commission shop.
As it was, the shop was more than once threatened with boycott for
«charging less than the prescribed rates. An important function of
the association was.the settlement of business disputes. Under
‘the by-laws members were required to refer all such to the ménaging
committee; a body of twenty, who appointed arbitrators to settle
them. No fees were levied, but the unsuccessful party had to pay
«costs, half of which went to the arbitrators and half to the association:
Till 1927 decisions were loyally accepted, but in that year one was
repudiated by a merchant who-was too important to be successfully
boycotted ; and with that the association ceased to function. Tts’
place has now been taken by the Lyallpur Commission Agent’s Associa-
tion founded in July 1929. All, but two out of 53 commission agents
have joined it, and its objects and rules are much the same as those of
the earlier association. No seller or dealer may employ a fresii com-
amission agent until he has paid all his dues to his former agent ; com-
petitive rates are not allowed, nor may a bid once made be cancelled
in the absence of a higher bid. Theése rules are reported to be care-
fully observed. It is also intended to settle disputes, but so far none
has arisen. Funds are raised by a monthly charge of Re. 1 per mem-
ber.

The case of Chak Jhumra, a market 12 miles from Lyallpur, may
:also be mentioneéd. Last October nearly all the commission agents
there, 25 in number, formed themselves into an association, the objects
of which were—

(%) to oblige the gmnmg fa,ctones to pay for cotton bought
by them within two days of purchase. .

(¢%) to stop them making any decuction on the plea of inferior
quality if the total weight of the cotton purchased was
less than 25 maunds, and

(47) to prevent commission agents competing w1th each other.
for custom.

The association proved to be short-lived and was dissolved in
February.

The cases of Lyallpur, Chichawatni, and Chak Jhumra are interest-
ing, as they indicate a need for some kind of organization to control
the affajrs of a market. The Linlithgow Commission recommend that
there should be legislation for the purpose, and it i is d1fﬁcult to see how
anything effective can be done w11;hout it.
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The usual commission is Re. 1 per cent and is never less tham
12 annas, except in co-operative commission shops which charge only
eight annas. The charges in kind are made up of small payments of a
fow ounces per bag to weighman, water-carriers, sweepers, cooks and
coolies, who all perform some customary service in the market. For
instance, two men remove. the sacks of grain from the cart ; another
arranges the grain in a heap on the platform, a fourth hands it to the
welohm:m, and a fifth weighs it. Division of labour does not always
make for efficiency or economy, and with better organization fewer men
could doubtless be employed and costs reduced.

25. The last two charges given in the list above are levied in the
name of chavity and are characteristic of the

&‘;ﬁ“’ oo account of ov religion and business in India often join
’ hands. The rates for Dharmao are fixed by

the market panchayat, but the income is spent according to individual
discretion, and as no account has to be given to any controlling
authority, this discretion is freely exercised. The more scrupulous
devote the amount to schools, orphanages, and other charitable insti-
tutions in which they are interested, but others, the majority it is
said, spend it upon religious ceremonies, gatherings for the singing of
hymns, the feasting of Brahmins, pilgrimages to Hardwar and
Benares, and bathing” in the sacred waters of the Ganges; and
some, it is alleged, upon objects of more mundane advantagel The
gaushala charge is ona more regular footing and is subJect to
some kind of control. It is devoted to the maintenance of the
local alms house for aged or infirm cattle and is levied in all six
markets, except Okara. The annual income runs from Rs. 8,000 in
Chichawatni to Rs. 25,000 in Lyallpur, of which at least Rs. 15,000 is
contributed by commission agents;? and the number of animals
supported from less than twenty n the former to about 250 in the latter.®
Gaushalas are controlled by trusts, which differ greatly in the extent of
their supervision. In one case, accounts are not checked at all ; in
another (Lyallpur), they are regularly scrutinized, money is paid in and
withdrawn under the signatures of the president, secretary and mana-

ger, and all expenditare is supported by receipts.

96. * The services of the middleman ” remark the Linlithgow

. , Commission “ must be paid for and, on the

oiho commission 8gents’ whole, it cannot be said that the re-
) muneration the distributor receives is an’

unduly heavy one.”® Subject to what has been said above, this
is true of these markets, and the following figures, which are based
on the amount of produce despatched by rail from each market during

I ind, p. 37.
2Income has been as follows :—
Rs.
1927-28 .. . . . . 22,152
1928-29 . 24,972

3In 1928-29 the number went up to 526. Theroare. now (June 1930) 5.
“Op. cit, p. 333
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“the twelve months preceding the inquiry, do not suggest that the:
profits of the commission agent from this branch of his business are-
excessive.l

’ Annual i Average i
Market. from commission | per commission
business. agent.
Rs. Rs.
Gojra .. . . - 2,929,189 2,165
Toba Tek Singh . -1 69,000 1,100
Okara . . . . 1,11,248 1,325
Chichawatni .- .- .- 82,356 1,647
Total . 4,91,793

It has been shown that in the case of grain, charges ordinarily -
vary from Rs. 2-5-9 to Rs. 2-14-6 per cent and that co-operative com-
mission ghops charge from abous Re. 1 to Rs. 1-4-0 less. If an average-.
of Rs. 2-8-0 is taken for the former, it may be said that at least two-
fifths of the charges can be saved by dealing with the latter. Were the
whole business handled co-operatively, the saving would probably
be about two lakhs, and it would be Rs. 40,000 more were there no
.charges for religion or charity. These figures, it must be remembered,.
take no account of interest on loans—the relation between the commis-
sion agent and his clients is generally that of creditor and debtor—nor-
of inacccurate weights; which dealers are freely accused of manipulating:
to their own advantage.

27. An important additional charge, which, however, falls on the

. buyer,is one called dams. It is intended,
Dami. firstly, to compensate the commission agent
for the loss of interest on his money during the few days of grace?
allowed for the settlement of accounts, the seller generally being paid
at once ; ® and secondly, to cover the risk of accounts net being settled
at all. If one may judge by Chichawatni, this risk is not great. The
market was created in 1916, and in the twelve years that followed, losses-
totalled only Rs. 80,000, which is less than the annual receipts. At
the same time, it is only fair to the commission agent to state that if
payment is not made within the period of grace, and this is said to
occur in nine cases out of ten, no interest is charged, except in Sonepat
where six per cent must be paid. The dams rate in the colony markets.

This is slso the view of the Income-tax Officer, Sargodha, after special inquiry,.
N . (p 215).

I\otquu(‘p. dlayl in Sonepat and Chichawatni, and three elsewhere.

3Practice on this point varies in different parts of the province. In the Colony-
market the scller is generally paid st once, but sometimes in Lyallpur not until the pro-
duce kas been dicpcsed of, ard according to the Tehong village survey report this would
80 peem to be the case in Jullundur. 1t used, too, to be the case at Okara, but competi-
tion has led to s change in favour of the seller. ]
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18 8 annas per cent for cotton—not long ago it was 12 annas—and varies
from Re. 0-1-8 to Re. 0-3-9 per cent for grain. In many markets, says
the Cotton Inquiry Report, the commission agent is paid a commission
by both sides, generally 8 annas per cent in the case of the buyer. In
the Shahpur markets it is as much as ten annas for grain and Re. 0-13-9
for cotton.t

28. A small charge for cooking has been mentioned, This is due
to the fact that sellers commonly have to
spend some hours in the market and require
refreshment. Most of them, as was shown in tha case of Shahpur,?
return home in the evening, but in Okara and Sonepat many stay till
their produce is sold, and this is apt to involve spending the night in
the market. To facilitate this, commission agents supply bed, bedding,
and huqqa gratis and meals at the rate of five to eight annas a day.
The last can be avoided by bringing one’s own food, and this is com-
‘monly done at Sonepat.

29. In cotton sales there is a charge that is much disliked by the

" cultivator, since in unscrupulous hands it

. Watta, lends itself to extortion and fraud. After the
price is fixed in the market or outside the gates of the ginning factory,
the cotton is taken into the factory to be weighed. If the cotton below
proves not to be up to the quality of the cotton above, a deduetion
called watta® is made to cover the difference. When cotton has been
damped, or adulterated with earth or sand or even leaves or country
cotton (dest) has been too freely mixed with American, it is a perfectly
legitimate charge and serves no doubt to keep these malpractices in
check. But it is freely alleged that buyers offer high rates in the mar-
ket and subsequently reduce them on the ground that the cotton in the
centre of the cart-is dirty or inferior in quality to that displayed above.
If the cultivator disputes this, all he can do is to reload his eart and
take it off to some other factory ; or what is even more troublesome,
Jjourney back to his village with, no doubt, weary bullocks along a
heavily rutted kachha road. As sales often take place in the afterncon,
it may even be too late to do this. Caught between the devil and the
deep sea, he is virtually forced to concede the claim. Of this an example
has already been given,® and a worse may be found in the Cotton In-
quiry Report5 The Assistant Registrar estimates.that it is levied
in one sale out of five without tangible reason, and that there is some
foundation for this is suggested by figures for four shops in Chicha-
watni. In the cotton season of 1927-28 watta was deducted in 40 per
<cent of the sales at rates varying from one to twenty annas a maund,

Eutertainment charges.

Income-tax Officers.
*Paragraph 7.
3Also0 called batta.

4Paragraph 7.
$0p. cit., p. 34.
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while in the co-operative commission shop in was deducted in only 12
per cent and at one to eight annas & maund. The difference is pro-
bably due to more straightforward dealings on both sides, and it is
a marked advantage of all truly eco-operative enterprises that it
encourages men to deal fairly with each other.l

The inferences and conclusions {0 be drawn from these two inquiries
are given in Chapter VII of the Report.

1The eredit of the Okara Zemindars’ Co-operative sales society is said to be so
good that no watsa is levied on the cotton sold through the society.



NOTE F.

Brief Notes on the Marketing of Wool, Potatoes, F ruit, and Gur,
and on Marketing in the Shahpur District.!

. TeE MARKETING OF WooL. AT FazILEA AND ABOHAR (INQUIRY
MADE BY Lara Sanvear Rar, Bamg, B.A., INcoME-TAX
OrFicER, FEROZEPORE),

Dealers—There are two wool markets in the Ferozepore district,
TFazilka and Abohar. Both are situated on the borders of Bikaner,
which is the most important wool-growing area in northern India.
In addition to. what is grown in the tract adjoining these markets, a
large quantity of wool is attracted to therh, particularly to Fazilka,
from other districts and also from outside the province. The. wool
arrives in a raw state and is made more marketable by wool burring
and wool pressing machinéery, which has been installed in both markets.
Of the two markets, Fazilka is much the larger.

The wool is brought to market by—

(1) traders from other districts both within and w1thout the
province, and

{(2) by a class of people known as butchers, who go about the
villages buying wool from the shop- keepers

The latter get advances from the local Mahaja.ns, some of whom
in their turn are financed by the joint stock companies, seven of which
are working at Fazilka®. These companies have no regular offices at
Farzilka but operate through guarantee brokers, who advance money
on their behalf, first depositing a cash security of Rs. 15,000 to
Rs. 20,000, upon which they get interest at 6 per cent.

- Market Charges—The wool is sold raw, half of it to American
‘Companies, who purchase through their agents at Karachi and Arrit-
sar, and the other half to the local Mahajans. who purchase either on
their own account or for customers elsewhere. Sales are made through
local commission agents, whose charges vary from twelve to sixteen
annas per cent. Owing to the volume of their business the agents

1 The notes have been compiled from reports of inquiries made by Income-tax

‘Officers.
(1) David Sassoon and Co. . .
(2) William Jacks ard Co.
(3) Anglo-Siam Corporation.

24 (4) Indo-Persian Trading Co,
(6) Graham Trading Co.
(8) Forber Forbs und Campbell and Co.
J_ (7) Bombay Company.

210
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of the American companies usually pay only eight annas. It is
estimated that, including refining and pressing, charges come to ten or
twelve annas a bale.

After purchase the wool is first refined and then pressed into bales
‘weighing about 8} maunds each. About 5 maunds of raw wool go to &
bale. Wool purchased for America is sent there direct, and most of
the rest is despatched to Liverpool. 'Export charges to Liverpool are
said to be between £ 2-10-0 and £ 8 per bale. This covers freight, in-
surance expenses, and commission which is said to be not less than 5
per cent. These charges are considered excessive, but appear to be
unavoidable. The Indian wool exporters are in the hands of the
exporting companies and are unable to hold up their goods for a rise in
price, for the companies in their anxiety to recover their advances
insist upon immediate disposal of the goods. Itis admitted, however,
that the cost of holding is so great that it rarely pays.

Capital Invested.—It is estimated that every year about 85,000 bales
pass through Fazilka, and 2,000 through Abohar. If the value of &
bale is put at Rs. 200—an average price—74 lakhs of capital
must be sunk in the wool business of the district. About half of this
. i8 supplied by the American companies, and the other half by the local
Mahajans and joint stock companies in approximately equal shares.
It is further estimated that the equivalent of at least 8,000 bales is
always in stock at Fazilka and Abohar, which means that about six
lakhs always remains locked up in the business.

Interest Charges.—The money advanced by the Mahajans to the
butchers who bring them wool is lent without interest and on practi--
cally no security. In any case mo interest is charged for the first 30
days, but if no wool is brought in within that period, the Mahajan is
entitled to charge interest at 6 to 9 per cent, but owing to the keen
competition between the commission agents at Fazilka this is rarely
done. As regards security the butcher has none to give. Theoretically,
therefore, the Mahajan is thus at the mercy of his debtor, but in actual
fact the arrangement works well enough, for both parties trust each
other, having had long dealings with each other. This happy relation-
ship was recently imperilled by Hindu-Muhammadan tension at Fazilka,
and was only maintained by the exercise of great tact.

The loans made by companies are advanced on the security of goods
possession of which 18 delivered. No interest is charged for three
months. It is then payable at 6 to 12 per cent a3 'in other business.
Though the general money market is tight, the wool trade cannot be
said to be particularly hampered by want of capital. The local wool
merchants have practically no dealings with commercial banks, and the
entire capital invested in the business belongs either to individuals
or to the companies mentioned.

P2
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Tae MARKETING OF PoTATOES AT SiMLA (INQUIRY MADE BY
Me. E. C. Wesg, INcoME-TAX OFFICER, SIMLA).

Potatoes are the chief crop of the Simla Hills and are mainly
grown for export. The export trade is in the hands of about 25 com-
mission agents. The latter begin their operations by supplying
seed potatoes. For this they charge no interest but impose the con-
dition that the crop shall be sold through them. On sale, the grower |
pays a commission of two pice in the rupes, and the purchaser one pice.
The grower sends his potatoes to Simla by mule or sometimes earries
them in himself on his head. Two rates are fixed in Simla, one for
first class (phul) and the other for second class (rason) potatoes ; and
these rates, subject to the necessary deduction on account of transport
charges, regulate the prices throughout the hills.

The produce grown between Kalka and Simla is brought to the
nearest railway station where loading facilities are available, e.g.,
Jutogh, Kathlighat, Kandaghat, Solon, and Kumarhatti, and there
again the selling price is fixed with reference to Simla rates after allow-
ing for the lower freight charges by rail.

The bulk of the produce goes first to Caleutta and then to Burma,
where it is used mainly for sowing. The export trade has to be timed
8o as to fit in with the sowing season in Burma. This season largely
depends on the autumn rainfall, and as the rain comes sometimes
early, sometimes late, and sometimes not at all, not infrequently the
export trade is seriously affecfed. It also has occasionally to contend
with transport difficulties by road, rail, or ship. The fact that it coin-
cides with the annual exodus from Simla to Delhi does not tend to
lessen these difficulties. Prices, therefore, are liable to sudden fluc-
tuations, and on the whole the trade has not been a profitable one,
and to somé commission agents it has brought disaster. The year
1928, however, was a good one after many bad years, and commission
agents did well.

- An examination of the Railway registers at Simla shows the
following quantities exported in the last four years. Approximate
values have been added :—

Exu;:ort Value » Vl;:r“e

maunds. (1akhs). maund,
Rs. A. P,
1926 . e . 172,878 6-05 380
1927 . . . 195,764 5-87 3 00
1928 . . . 327,100 16-35 5 00
1929 . . . *322,243 13-70 4 4 0
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‘ It is estimated that the total exports from other stations on the
Kalka-Simla Railway do not exceed one-fourth of the Simla exports.

The value of these exports depends uwpon the average annual
zate per maund and may be expressed as follows :—

Rs.
1925 .. 172,878 maunds at Rs. 8-8-0
‘ - per maund .. .. 605,073
1927 .. 195754 maunds at Rs. 3 per
maund . 5,87,262
- 1928 .. 827,100 maunds at Rs. 5 per
maund . .. 16,385,500
1929 ) .. 822,243 maunds at Rs. 4-4-0
per maund .. .. 13,69,533

Tae Markerie of FRUIT AT RAWALPINDI (INQUIRY MADE BY
Lara Krisana Ceanpra, Kmaxna, M.A., INCOME-TAX
OrricER, P.AWALPINDI).

Rawalpindi is an important distributing rentre for the fruit grown
in Kashmir. Owners and contractors of fruit gardens there sell through
commission agents at Baramula and Srinagar, who charge so many
annas a basket. The fruit is then consigned to corumission . agents in
Rawalpindi who auction it to the highest bidder. The latter pays
the ommission agent a eommission fee 'of Rs. 3-2-0 per cent and settles
aczounts every Tuesday, paying from 20 to 25 per cent of the balance
outstanding against him. No interest is charged; and as the purshaser
generally sells the fruit sooner than he has to pay for it, he usually has
no difficulty about funds. And mutatis mutandis the-same applies
to the seller, for the commission agent does not wait to pay him till he
is paid*himself. .

The purchaser is occasionally a commission agent, but generally
a fruit merchant. If he is a commission agent, he despatches the fruit
to the outstation customers for whom he has bought 1t and charges
them a commission of Re. 1-9-0 per cent. If a fruit merchant, he either
sells the fruit locally or sends it to outstations, where it is sold by
auction to the highest bidder through commission agents, who
charge Rs. 8-2-0 per cent from the purchasers. The general rule,
therefore, appears to be that commission fees are paid by pur-
chasers and no interest is charged.

If a purchaser’s eredit is weak, he buys through one of the big
commisgion agents, who stands as surety on his behalf, For this ser-
viee he has to pay him I per cent on the turnover.

Sometimes, when the bidding is not sufficiently brisk, the commis- .
gion agent buys the fruit himself in qrder to maintain the good will
of his client, and sells it locally or at outstations.
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Fruit is not only received from Kashmir. Mangoes eome from
Saharanpur and oranges from Nagpur. These are dealt with in the
same way. But if the bidder happens to be a commission agent -
who has purchased the fruit for another dealer, the commission will be
Re. 1-9-0 instead of Rs. 8-2-0 ; and if, as genetally happens, the fruit
is sent by motor lorry, the owner of the lorry allows the agent a
rebate of Rs. 8-2-0. per cent on the freight.

The total eapital mvested in the trade is 8 or 4 lakhs, most of
which belongs to the commission agents. Losses in transit never fall
on the commission agent but are borne by the party to which the
fruit belongs while in transit. On the other band, bad debts fall on
the commission agent conzerned. ~

Tee MARKETING OF GUR AT SONEPAT (INQUIRY MADE BY LATA
Kunpan Lan, MiTTaL, B.A., LL.B., IncoME-TAX OFFICER,
RonTAK).

Sugarcane is one of the most important agricultural products of
the Sonepat tehsil, and in 1927-28 it was grown .on 11,384 acres. The
total _output of gur is estimated at 200,000 maunds. About half of
this is exported to Ajmer-Merwara ; 15,000 maunds go to different
parts of Punjab and Sind, and 5,000 "maunds to the United Provinees.

Out of a total output, about 125,000 maunds are brought at once
to the mandi at Sonepat and sold ; about 45,000 maunds are made
over to creditors in payment of debt ; another 20,000 maunds are held
for a risein price, and the remaining 10,000 maunds are kept for domes~
tic use. These figures, which are only rough estimates, are the result.
of local inquiries from the leading commission agents of the mandi.

Of the 125,000 maunds brought to the mandi, about 100,000 maunds
are despa.tched at once to dlfferent centres and the balance is held
for a rise in price fluctuations. At Rs. 5 a maund, the total capital
invested in gur would be about ten lakhs. Most of this is borrowed
from Mahajans for an indefinite period at rates varying from 6 to 12
per cent. There is nothing to suggest that the trade is in any way
hampered by insufficiency of capital, high interest charges, or the
absence of banking faeilities.

The gur is mostly brought to the mandi by vﬂlagers in their own
bullock: carts. Purchasers of gur have to pay Re. 1-9-0 per cent as:
commission (called dams), and another Re. 1-9-0 per eent if the gur is
to be despatched by rail. These charges cover the eost of packing,
sewing of gunnybags, labour, weighing, cartage, loading, and other
expenses at the Railway station. The net saving to the commission
agent after paying brokerage and meeting his general kitchen and cart-
age expenses is put at one rupee. The charges are normal and appear
to be reasonable. ;



215

MARKETING IN SHAHPUR (INQUIRY MADE BY Lara Krpar Natm,
B.A., IncoME-TAX OFFICER, SARGODHA).

.In this district there are four important markets, In order of
importance they are :—
(1) Sargodha. (8) Bhalwal.
(2) Phullarwan. (4) Sillanwali.

Commission and other charges differ not only in different markets
but in the same market. They even differ with the financial status of
the seller. The following table shows the common deductions made at
Sargodhs by a commission agent :—

1. From the sellers t— .

(a) Commission Re. 0-12-0 per cent.

(b) Tulai or weighing charges, Re. 0-10-0 per cent, out of which
four or six annas per Rs. 100 is refunded to the sellers
according to their financial status.

(s) Dharmao (or charity) and gaushala, nine to fifteen ples per
Rs. 100,

(d) Paltas and rulai (wages), six pies per bag.

2. From the buyers :—

(z) Commission :— ’

() In the case of wheat, toria and gram, Re. 0-10-0 per cent..
(49) In the case of raw cotton, Re. 0-13-9 per cent.

Out of this three pies per Rs. 100 is given to charity by the commig~
sion agent.

On the other hand, the commission agent has to pay the sale~
proceeds to the seller on the same day, while he himself is paid by the
buyer on the 5th day without any interest. In addition to this, he has.
to feed the seller at his shop and incur the rigsks of bad. debts. Fina,lly,,
he has to make payments to-the labourers employed at his shop and to
the other employees such as the munim and the sales-man, &ec. Taking
all these facts into consideration, the charges of a commission agent.
are nob excessive. The zemindar-does not mind paying such charges,
becanse he is provided with facilities and comforts, which he values.

As far as Sargodha is concerned, broadly speaking, 3rd of the pro-
duce is brought to the market direct by the zemindars, while the remain-
ing £rds is sold by them to the village shop-keepers, partly in payment.
of their debts and partly otherwise, at rates which are settled for the
whole village in the light .of the market conditions. Without taking
into consideration the abnormal circumstances of a particular trade,
the margin of profit allowed to the village shop-keepers is about 5§
per cent. At favourable times the village shop-keeper may make
higher profits. For instance, in 1928-29 he made good profits in
wheat but incurred heavy losses in raw cotton owing to a sudden fall
in price.

Experience shows that the village shop-keeper would not care to
purchase the produce from zemindars at the rates fixed by them if'
there were no question of realising his debts from the parties concerned.



NOTE G.
Weights and Scales.

In 1928 the Board of Economiec Inquiry undertook a detailed
investigation into the accuracy of weights and scales in 11 different:
districts. In four of them (Montgomery, Multan, Shahpur and Gujrat).
the investigator worked under the control of the local Assistant Regis-
{rar. A full report of the whole inquiry will in due course be published
by the Board. Meanwhile, by their courtesy, it is possible to give the
results of the inquiries made in Shahpur and Montgomery. These are
embodied in the following note. The note also includes a brief summary
of the information available about weighments in the reports of six
village surveys conducted by the Board.

The Montgomery inquiry was confined to Chichawatni and its
neighbourhood, and that in Shahpur to Sar-
godba and its neighbourhood. The results
in terms of shops may be tabulated thus :—

Weights.

Montgomery. Shahpur.
Number of shops whose weights were checked
in—
(a) the market .. .. . 40 (out of 50) 41
(b) the adjoinihg bazaars .. . 14 (out of 16) 208
(¢) in nelghbourmg villages .. .- 20 - 56
(d) Total . . 74 305

Shops with—

(2) all their weights correct .. . 2 70
(b) more than half correct .. " 44 135
(c) balf correct .. .. 14 37
(d) none correct .. 1

24

In the case of Shahpur the 41 commission agents concerned had
only two weights each (of 20 and 5 seers), and as only 19 had even one
weight correct, their inclusion exercises a disproportionate effect upon
the figures. If they are excluded, the results would be :—

Percentage of total number.

Shops with—
(a) all weights correct . .e 70 . 26
(6) more than half . .. 135 51
(¢) half .- . . 18 7
{d) none correct . . 2 1

217



218

The condition of the weights is shown in the following table :—

Number of weighta—
(a) checked
(b) found correct
(¢) found under-weight
{d) found over-weight )

Montgomery. Shahpur.

572 2,655

. 248 1,742
144 724

180 89

that is, nearly a third were wrong, 28 per cent being below and 4

per cent over-weight.

In both districts was found a tendency for the higher weights
(i.e., those of from 5 to 40 seers) to be over weight and for the smaller

to be under-weight.

Taking only the weights that are wrong, the
percentages are as follows : — )

Montgomery. Shahpur,
(2) Higher weighte— ~ .
Over-weight 78 35
Under-weight 22 65
(b) Lower weights—
Over-weight 36 5
Under-weight e e 64 95
In both casss the deviation is considerable, thus :—
Montgomery. ) Shahpur.
Tolas.? Tolas.
Weights of :—
40 seers 373
20 seers F;g:n minus 4} to plus F{gm minus 25 to plus
5 seers From minus 3 to plus | From minus 5 to plus 4.

10.

1 Eighty tolas make one seer (about 2 Ibs.).
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Hand scales were checked ivith the

Soales, following results :— ‘
Montgomery. Shahpur. A
Number—
(s) ohecked . . . 139 494
(+s) Belonging to—
(a) village banias . 45 113
(b) ity banias . . 20 340
(¢c) commission agents . . 4 41
(#3) Found correct whether loaded or un 16 148 .
loaded. : : (None of them be-
longed to com-
mission agents).
{tv) Found correct when loaded (excluding 26 33
(i%) sbova). .

[ —

In Montgomery five beam scales were also examined—three be-
longing to factories and two to city banias. Nome was found correct,
the average inaccuracy being 4.1 tolas when the scales were empty,
and 2.04 tolas when equal weights were placed in each pan.

Finally, six platform scales were examined in Montgomery. All
showed error when a maund weight was placed in each pan, five a de-
ficiency of from 5 to 25 tolas, and one an excess of 9 tolas.

The inquiries held in the remaining nine districts are reported
Amritear, Gujrat  and to give very similar results. For example, of
Muzaffargarh. 2,777 weights checked in Amritsar (Tarn
Taran)), Gujrat (Bah-ud-din and Dinga),

and Muzaffargarh (Leiah) 1,164, or 42 per cent, were found to
be incorrect, making 89 per cent for the five districts treated.
in this note. Error was least amongst the lightest weights. For
instance, the half chhatak or one oz. weights were all correct,
but 75 per cent of the 2} seer weights were wrong, and in-the
categories above this the percentage of inaccurate weights was
never less than 86. The effect upon retail transactions is obvious,
and is aggravated by the fact that one seer and two seer weights are
often used to make up heavier weights. Scales are even more inaccu-
rate. Of 763 tested nearly two-thirds (65 per cent) were found to be
in error when unloaded, and nearly half (49 per cent) when loaded.
The maximum error was 17} tolas. Of the 1,407 scales checked in the .
five districts 69 per cent (976) were at fault.

In Gaggar Bhana (Amritsar) many irregularities were found.'
. In the Jullundur village the weights and
The village survey reports. 0105 of four shop-keepers were tested. Thg

1 0p. cil., p. 124-25.
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scales were correct, but not the weights, except in one case where
they had been recently purchased. One shop-keeper had a weight of
four seers which was 1/8th of a seer too heavy. He had inserted lead
into the hollow at its base, and admitted that he used it when pur-
<haging wheat, cotton, and gur from women and when weighing pro-
duce bartered for goods.  Another was using a half seer weight which
was one chhatak short, and it is said that he used it only for selling.
The third had a weight of 4 chhataks which was } of a chhatak short.
All these weights were stamped and to all appearances of standard
weight. Some of the stones used for the smaller purchases were also
tested and found to be wrong. More serious is ¢ the clever and dis-
“honest weighing of goods,” from which, says the investigator, the con-
sumer loses most of all. An example of this is given in the Gaggar
Bhana report.l In the Gurgaon village the weights and scales of three
shop-keepers were examined. Two had incorrect scales, and the third
incorrect weights. One of the latter, said to be equal to six rupees,
weighed seven. It was apparently used for weighing the grain given
by women and children in exchange for goods. In the Lyallpur village
some of the shop-keepers are said to keep two sets of scales and weights,
one for buying and the other for selling. Various purchases were made’
which on re-weighment were found to be incorrect. In a village near
- Multan the weights and scales.of eight shop-keepers were tested and
small discrepancies found in every case. The investigator doubts,
however, whether fraud is extensively practised since competition for
custom is keen—the village is only six miles from Multan—and a
trader suspected of fraud would soon lose his clients. In 1924 the land-
lords of the village actually transferred their business on this account.
In the Rohtak village, all the shop-keepers keep standard weights,
and as a check upon them most zemindars have their own scales and
weights and insist upon their being used when they buy. Lost
‘iron weights are sometimes replaced by stone weights, but these are
distrusted according to the popular saying: “‘ an uneducated bania
and stone weights are as bad as an uneducated Brahmin and a literate
Jat.2”’

10p. cit., pp. 124-25,
Bina parhaya bania, aur pathar ka bat kubad Brahmin, te parahoe jas.




PUNJAB VILLAGE SURVEYS—BORROWING AND DEBT}

NOTE H.

1. Year of Inquiry .. .o | 1925-26 1925 1926 1926-27 1926-27 1925-26 1925-26 1924-25,
2. District . .o | Sialkot Lyallipur | Jullundur | Jhelum Gurdaspur | Multan Amritsar | Rohtak.
8. Villageand Tehsil «« | Dalowali, Kala Gaddi,| Tehong, Mulkhial, Bhadas, Durana Gaggar Gijhi,
Sialkot. Thaman Phillaur. Pind Dadan | Firozpur- Langans, Bhana, Rohtak.
(Cha.l; 73- 1 Khan, Jhirka. Multan, Amritsar,
4. Population (number of families) 980 920 2,738 1,144 846 1,476 - 1,795 844
(187) (163) . (510) (2566) (183) (=66) (366) | (143)
§. Chief Tribe ‘e .. | Jat Jat Arain Awan Meos | Jat Jat Jats.
(Muhds.), | (Sikhs). (Muhds. ). (Muhds.). (Muhds.). (Sikhs).
8. Cultivated area (acres) . 486 1,362 2,161 1,185 1,652 3,407 1,386 1,414
_',- 7. Average cultivated area per {Not given) 19.19 3.85 3.31 6.3 42 ] 10 8
owner in acres (including land| . ; *
owned outside the village).
8. Total debt, Rs. .. e 30,080 07,446 656,438 48,804 1,25,000 83,080 1,056,871 84,519
9. Percentage of mortgage deb 4 50 34 50 60 6 23 42
" to total debt. .
10. Percentage of families entirely | Not given 51 27 16 . 20 . Not given,
free of debt.
11. Average debt per—
{~) indebted owner’s family .. Ditto 2,679 355 255 . 897 26 .
(b) indebted tenant’s famil);. . Ditto 387 260 212 - . 308 %‘ ..
(c) Head of population . 31 106 21 43 148 56 4 100
12. Percentage of—
(@) unsecured debt borrowed | Not given 20 66.7 34 .. 22 42 36
from agriculturists. N
(b) Mortgaged area mortgaged 100 100 97 g1 70 69 90 95
to agriculturists.
13, Mloney-lenders in the wil-.
age—
(a) Agriculturists .. 10 36 12 2 .. . 10 19
() Non-agriculturists .. 4 10 17 5 ‘e 4 8 [

1Nore.—Brief notes about cach village follo
The surveys were conducted by the Punja

w: —

b Board of Economic Inquiry. The Report of Gaggé.r Bhans (Ampitsar) has been published, The
others are under publication. ‘The figures given abpve have been taken from these reports,
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PUNJAB VILLAGE SURVEYS8—BORROWING AND DEBTi—conoLuDEb.

¢

14, Objects of loans—percentage
of total debt taken for—
(a) cattle )
(b) land revenue .. 5
(c) land purchase and taking
land in mortgage.

{(d) other agricultural purposes

(e) marriages and funerals, etc.

{f) education .. .
(g) other domestic expenditure
(k) litigation e
-(4) repuyment of old debt ..
(7) Trade .. .o
(k) building and répairs .

15, Commonest rates of interest.

39 15
0.06 4
. 4
[ 2
11 12
9 2
2 15
26 25
11 21

1

184 pet cent. 26} per cent.

or 4 maunds (2 annas
of wheat per rupee
per cent for 8

- perannum, months).

25 per cent
plus a de-
duction of
ox;le anna in
the ru
i.c., 6} I;;
cent when
the loan is
taken.
Grain loans
are repay-
able at the
next harvest
plus 50 per
cent of the
grain bor-
rowed.

.o
e
3
oo
.o
..

24 per cent
till next
rabi harvest.
Compound
interest
after that.

18} per -
cent on
ornaments,

12 pe.r.cent.

29
2

1

23

- 13
3

5

11

24 pe:r.cent.

.
.e
X
.
o
o
‘s
.s
e

18% p.e.r cent,

INoTe.—Brief notes about each village follow :— ,
The surveys were conducted by the Punjab Board of Economic Inquiry. The report of Gaggar Bhana (Amritsar) has been published, The
others are under publication. The figures given above have been taken from these reports.
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Dalowali (Sialkot).

The village is situated four miles from Sialkot, near the main road
General. which runs between Sialkot and Jammun.

Its cultivation is mainly dependent upon rain and to 4 small extent
on floods. The total area of the village 1s 563 acres, of which 486 acres
are cultivated. The chief crops are wheat, barley, gram, cotton and
millet. Owners number 141, and the average cultivated area per
owner is 3'44 acres. Holdings are scattered and are barely sufficient
‘t0 maintain an ordinary family. There is no co-operative soc1ety in
the village.

Twenty years ago the owners were poor and used to mortgage
‘their land to money-lenders in Sialkot. Since the passing of the Land
Alienation Act, which is greatly valued, they have gradually been re-
deeming their lands and slowly gaining in prosperity. Now not a
single field is mortgaged to non-agriculturists, and very little is borrow-
-ed from them. Thanks to the increase in their income, zeminders
-often borrow from each other on the Hath Udhar system, 4.e., with-
-out giving a bond or promising interest. This is particularly the case
-amongst the well-to-do. . Many zemindars have some supplementary
gource of income—such as cartage, contract work, or service in the
Bialkot Cantonment.-

Non-agriculturist money-lenders, of whom there are four in the
village, seldom lend more than Rs. 50 to poor
cultivators even when a surety is produced.
‘The rate of interest ranges between 20 and 87 per cent per annum
and varies inversely with the prosperity of the borrower. On loans
-against ornaments it is 20 to 25 per cent.

Money-lender.

Agriculturist money-lenders number ten. There is. keen com-
petition amongst them to obtain mortgages. Money can, therefore,
always be raised by mortgage. Sums above Rs. 25 are commonly
lent only against a mortgage. Interest varies from 4 to 6 maunds
of wheat per cent according to the material welfare of the borrower.

Land Revenue is not a main cause of debt, but an increase in
credit has led to an increase in borrowing. Incidentally it may be
‘noted that the minimum price of a wife is Rsg. 500.

Kala Gaddi Thaman (Lyallpur).

This village is situated about 11 miles south of Lyallpur, which
is the nearest railway station and market .
town. It is a village of peasant grantees
and was colonised in 1899.

Cultivation is almost entirely dependent upon canal -irrigation.
{Of the total area—of 1,856 acres, 1,362 acres are cultivated (nahri).

‘General.



224

The important orops are cotton, sugarcane, maise, wheat, toria and
geam, Ownors numbor 72, and the average oultivated holding por
ownor ia 19 acros,
In the laat 20 years the number of non-agriculturist moneys
Money-lendors londers has inoroasod from 8§ to 10, Three
¥ " of thom are cattle dealers, who supply cattle
on crodit at prices much abovo the market rate. The amount has to
be puid in threo instalmenta, and intorest is charged on any ovordue
instalmoent. During the same period agrioulturist monoy-lenders
have inorcasod from 2 to 86 and aro responsible for Ra, 49,000 of mort-
gage dobt and Ra, 10,000 unscoured debt, Amongst thom are five
Kikh Jats who cultivate from 1 to 2 squarcs each and earn from
Rs. 1,000 to Ra, 2,000 per annum from money-leanding.  Accounts
aro scttled twice a year in June-July and January-Fobruary,
The common rate of interest is two annaa por rupse tlor six months
20} per cont. por annum). In some cases
Ratos of Intareat, i(t it g annas  (39/13 por cent. por annum).
Pooplo with good crodit can borrow at Ra. 15 or Ra. 18 por cent
pur annum, '
Tho chiof causcs of indobtedness are eaay credit, bad harveata,
1 dobs and improvidenco, The usual term for re.
Causca of dobt. payment of loans entered in the money.
londor's account books ia throe  yoars, after which the loan is either
peid or renewed.

There is & co-oporative society in the village.

Tehong (Jullundur).

The village is situated in a thickly populated tract four miles
Genoral from Phillaur on the edge of the Butlej river-

enoral ain (bet). Cultivation depends upon rain and
wolls. The oultivated area of 2,101 acrca is divided into 18,193
fiolds, an unusual number evon for so fragmonted a district aa Jul.
lundur. The chiot crops are whoat, maixe, sugar, and fodder (char),

Twonty yocars before the survey was done, there were four non-
Monoy.lend agriculturist and three agriculturist money=-
oney-iendurs. londers,  Almost  the entire business of
money-londing was then in the hands of the former. There are now
17 non-agriculturist and 12 agrioulturist money-lenders, Including
mortgagoes, the latter number 62, Ton of the twulve agriculturist
money-lenders are Muhammadans (Araing) and take interest like
anyone olwe. Agriculturist money-lenders are undoubtedly inereas-
ing and are developing their busineas. Borrowing in encouraged up
to the limit of poanible recovery, but bofore lending the money-lender
doos his best to discover tho total debt already inourred by his client
and the sources from which ho will be ablo to ropay. Subjeot to this,
dt is the interest rather than the principal that he thinks of—mool
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nalon baj piara. Sureties are taken when credit is shaky. Lending
against ornaments is mainly confined to the dealings of womenfolk
amongst themselvesa.

Interest rates vary from 6 to 871 per cent, the most common
183. The average rate on the total
Lmtercst rates. debt of the village is 19 per cent. This
would presumably have been higher, but for a co-operative eredit
society in the village which lends to its 110 members at 121 per cent.
Grain loans are geuemlly made at 25 per cent (sawaia), sometimes
at 50 per cent (deodha). The actual interest charged depends on the
borrower’s reputation for repaying his loans punctually, the amount.
of his land, and his relationship with the money-lender. For instance,
U. 8., a big owner, has borrowed Rs. 10,000 at 6 per cent. while
R. B, a small owner noted for his unpunctual dealings, has been
obliged to pay 87} per cent.

Mortgage loans are preferred by both debtor and ecreditor ; by
- the debtor, because he obtains a lower rate
ortgages. of interest; by the creditor, becanse his
investment is safer,.repayment is not made in instalments, recovery
through the eourts is not necessary, and more land is obtained for,
cultlvatlon Other advantages of mortgages are that the borrower,
vmhmg 1o recover possession of his land, uses his loan economically
and is careful that only the amount actually received is entered in the
account or deed. People, too, are chary of lending to spendthrifts on
mortgage lest their heirs should elaim that the loans were not made for
necessity. In the ten years ending June 1924 there were 110 redemp-
tions : 43 were effected out of savings, 19 by a fresh mortgage or sale,
and 2 by selling daughters. Of the 130 existing mortgages only 2
are to non-agriculturists, both were contracted before the Land Alie-
nation Act.

Taccavi is not popular. Its publicity affects a zemindar’s con-
- sequence (izzaf), and the dilatory procedure

and exactions of the petly tehsil officials
are resented. ‘The fragmentation of holdings, too, stands in the way
of loans for land improvement.

Taccavi

The zemindars are gaining in prosperity. Before 1910 or so
Miscellaneoua Arain women wore -only silver omaments,
but now all wear gold. The elothes, too
given and worn at marriages are costlier, and expenditure on ‘war-
riages and funerals has increased, including the price of a wife, which
has risen from Ra. 100 to Ra. 500. As much as Bs.lOOO:ssome-
times paid.

»  The shortage of land has led to much borrowing for]andpumh&se
Out of the 110 members of the local eo-operative society, 26 have

bought or taken land in mortgage, and of these only two have found
the whole sum from savings.
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Mukhial (Jhelum).

"'The village is situated in the Salt Range and is four hows (by
Goneral. hill paths) from its nearest market (Lilla).
et Its cultivation is entirely dependent wupon
rain, and of the total area of 8,009 acres only 1,185 are cultivated.
The chief erops are wheat, bajra, and maize. Owners number 3858,
and the average cultivated holding per owner is 8.81 acres. Holdings
are scattered as well as small and are barely sufficient to maintain
the ordinary family. The people, too, are quarrelsome, pugnacious,
and vindictive, and torn by feuds, one of which is said to have lasted
60 years. There is no co-operative society in the village.

The number of money-lenders is small, but it is larger than 80
years ago. There were then no agricul-
turist money-lenders. At the same time,
people appear to have been poorer then and in relation to their resources
more heavily indebted. Since the war the agriculturist class
has begun to take to business and to enter Government service, with
the result that they are becoming less poor and age learning to depend
more upon themselves. Atleast half the zemindars’ families have some
supplementary source of income such as service, pensions, and oil
pressing.

Money-lenders.

Interest rates are still high, and several cases came to light in a
few of which compound interest began to run a
few months after the debt was incurred, as
all accounts are made up after the spring harvest. It is also the cus-
tom for borrowers repaying in grain to. be credited with only 12 seers
{or every 15 paid.

‘The agriculturist money-lenders, being Muhammadan, do not
charge interest, in consequence of which they only lend freely to re-
lations and friends. To others they lend on mortgage, generally with
possession. If possession does not pass, the owner’s status is virtually
that of a tenant-at-will, and he gets only half of the produce. One
of the two Muhammadan money-lenders, 2 Shia Maulvi, lends to Hindu
shopkeepers and money-lenders at 7 to 15 per cent. The other, who
is said to have brought a large sum back from Hongkong, lends freely
on mortgages.

The rate of interest varies with the security offered and the pros-
‘pect of easy recovery. The well-to-do can borrow on the security
of land or ornaments at 15 to 25 per cent. Others borrowing on orna-
ments pay & little less than the usual rate, 4.e., from 20 to 33 per cent.
Up to half the value of ornaments will be advanced. Those whose
tredit is uncertain or who have proved troublesome clients have
to produce a surety. Generally an agriculturist gets easier terms
in dealing with an agriculturist money-lender, because the latter is
ready to lend on mortgage, which the non-agriculturist dislikes doing.
In one case & big landowner deposits all bis savings with a Hindu

Interest rates.
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‘money-lender, in return for which he is allowed to- overdraw his ‘s_w-
<count at the rate charged by Hindu money-lenders dnler se, vis.,
Re. 1 per mensem (12.68 per annum ).

The Hindu money-lender follows the well-known proverb of
* mool nalon biaj piara ”—interost is dearer than principal s i.e., he
does not bother about his principal as long as interest-is punctually
paid. No termisfixed fortherepayment ofloans. The Hindu money-
{enders are not very well off and borrow at 8 to 12 per ecent in
order to finance their clients. For small sums the zemindar prefers
to go to afellow zemindar, bust for larger he goes to the Hindu sahukar
to avoid having to disclose his need to a relative.

Very small areas are mortgaged, often less ‘than an acre. This
is due to the fact that small zemindars often require comparatively
small sums to tide them over an emergency.

Bhadas (Gurgaon).

Bhadas is 40 miles from Gurgaon, its nearest railway . station,
and is connected with. it by a metalled road.
The cultivation of the village depends entirely
on rain and upon irrigation obtained by a system of embankments
(band). Of the total area of 1,774 acres 1,652 are cultivated.
The chief crops are wheat, barley and bajra. Holdings are small
-and scattered.

" General.

There are no non-agriculturist money-lenders in the village, but

-aori . . some live in the neighbouring townlet of
1&2’:‘:@"““““’” money Nagina. Disliking the restrictions of the

) Land Alienation Act, which in their eage
forbids. mortgages for more than 20 years, they have mostly given
up taking mortgages. Instead they advance on pro-notes and often
-add a year’s interest to the sum entered. There is, however, a tacit
understanding that if repayment is made without recourse to a law
-court, only the amount actually advanced will be recovered, plus
of course the interest actually agreed on. In the case of loans to sfran-
gers, sureties are demanded.

Though the sahukar has not been displaced, a class of agricule

. . turist money-lenders has sprung up as ex-

Agrioulturist money-lender. o oting and ya.va.riciousl as he is, and their
number has greatly increased of late. They usually advance on mort=
#age.

The year’s accumnlation of debt is sought to be discharged after
the spring harvest. In case of cash advan-
ces, interest at 24 per cent is charged from

the date of advancement till the spring harvest, after which comp:
ound interest is levied. In case of advances in kind, if the debt is

Q2
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paid at the first spring harvest, no interest is charged. .The lender
recoups himself by overvaluing the value of the grain advanced and
under-valuing that of the grain repaid. Upon the unpaid balance
interest is charged at 24 per cent. In the case of mortgages without.
possession, 24 per cent i3 charged : on loans secured by jewellery, 18%
per cent. Only half the value of the jewellery will be advanced.
Strangers pay higher rates. :

Balances are generally struck once a year, and compound'i.nterest
runs accordingly. But borrowers who cannot pay more are. some-
times let off with less than the amount due from them. ,

But for two or three well-to-do owners, the only zemindars free
-of debt are those who have no credit. * The
primary cause of all this indebtedness,” says
the investigator, ‘“ appears to me to be their ighorance and illiteracy.
Ii the zemindars, for instance, instead of giving away the bulk of their
produce, year by year, in repayment of a never-ending debt, were
to take their produce to markets, dispose of it there, and then repay
the lender in cash, much of the generally felt hardship' of having to
repay the same debt over and over again could be allayed ; particu-
larly if the zemindars were wise: enough to keep something for
their own requirements, till such time as the next harvest is in.
After giving away all the produce to the money-lender at a lower
rate, and then purchasing from him the grain required for daily use,
at & higher rate, it is not strange that one can never expect to pay
off the debt in this manner. Then again, if instead of purchasing
every little thing they require in exchange for grain, the
zemindars turped all their surplus stock of produce into
cash and then paid for their purchases they would be much better
off than they are now. The ignorance of the women folk eagerly
buying worthless nothings for themselves or their children in exchange
for equal weight of, say, wheat is quite pitiable. Similarly instead of
listening to, the interested arguments of the money-lenders against
the system of co-operative banking, they would do much better to
leave the money-lender and have their dealings with the bank. What
they actually do is the reverse.”

The second cause mentioned is what . the iAvestigator terms
“ diminished ability to repay through reduction of income. ” Thisis
explained in the following passage :—

“ For personal necessities the cultivator has to borrow, through-
out the year, and every day of it. In the existing state of
affairs even his harvest brings poor relief; for whatever he produces
he gives over to his money-lender in payment of the accumulated
debt of the past year, and for the ensuing year he has again to seek
the money-lender’s help—and not infrequently to borrow the very grain
he had previously parted with, for satisfying his creditor. He thus
goes on borrowing till the next spring harvest, the autumn harvest

Causes ‘of debt.
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generally being too poor to allow of much being repaid to a creditor.
This in tarn is wiped off by the year’s debt. And so the vicious
circle goes on, and no matter whether the harvest is good \or bad,
the zemindar remains as impoverished as ever.

Next in order of importance the investigator puts the tempta—
tion of increased prosperity and increased credit.” When the spring
harvest is gathered, “it is no exaggeration to say that the average
zemindar throws aside all considerations of economy.” He wastes
his substance without a thought as bow he is to pass the rest of the
year when it is all consumed, and depending upon the purse of the
family money-lender, he boasts openly of his credit.

Finally, social ceremonies, particularly*the funeral feast, are an
important cause of debt. At the most ordinary feast, relatives are
entertained for at least three days, and it is quite common to invite
a village or two. Even larger feasts are not uncommon, and in the
four years preceding the inquiry three have been held, in each of which
from 1,000 to 2,000 persons were entertained.

Sifty-four per cent of the total debt of the village is reported
to have been advanced for personal necessities, and only 36 per cent
for professional requirements. The cultivator, it is said,, has no
ready money and when he has spent the sale-proceeds of his harvest
he has only one course open to him, namely, *‘ to borrow.” Thus he
has to borrow for his child’s toys, for his wife’s scarf, ornaments and
other petty trinkets. He has also to borrow for his social and
professional requirements, e.g., for solemnizing a funeral feast or a
marriage, for buying a bullock, a heifer or a cow, or again for buying
agricultural implements and sometimes for paying Government
dues. In this way his habit of borrowing has become chronie, and
apart from necessity he borrows from sheer habit ; in other words,
he feels no hesitation whatsoever in applying to his family lender
for money on the slightest pretext.

The Meos mortgage their land recklessly—it may only be a small
. plot—to secure a few rupees for the enter-

ortgages. tainment of an unexpected guest. Usually
{rom Rs. 25 to Rs. 200 is advanced, rarely more. Seventy per cent
of the total mortgage debt has been advanced by the agriculturist
money-lender.

On this point the investigator writes as
follows :—
* Indebtedness has developed conservatism among the people.
A general sense of oppression has led to ae strangula-
tion of all imagination and dulled the various faculties
of the mind. The introduction of any new idea, there-
fore, is regarded as an mnovatlon, “and looked upon
with disfavour. No imrpovement in the methods of
cultivation or implements of husbandry has taken place

Resulta of debt.

-



230

since times immemorial. It is noteworthy that when a
-worker of the development scheme inaugurated by the
present Deputy Commissioner asked the zemindars to
buy iron _ploughs, or Persian wheels, the answer they
all give is that they cannot afford these costly things.
Similarly, expansion of trade has been rendered impos-
sible by this indebtedness. ~ The zemindars after settling
their accounts with the money-lender find precious little
left of their valuable land products, to take to any
market for disposal. This has also killed all enterprise.
Even those who can spare some little portion of their
- produce do not like to go to far off markets and gene-
- rally seck theless paying markets about the village. **

No taccavi has been taken for any form of land improvement
during the past six years, but about Rs. 1,800
has been taken since 1921 for the purchase
of cattle and fodder. Taccavi loans are preferred to loans from
money-lenders.

Taccavi,

Durana Langana (Mulian).

Durana Langana is situated six miles from Multan. Its cultiva-
Geperal. tion depends on wells and inundation canals.

" Owing to the uncertain nature of the canals
cultivated area shows wide variations from year to year. In 1924-25
it was 8,407 acres, or 70 per cent of the total area. The chief crops are
wheat, cotton, rice, and fodder. Holdings are large, especially those
of two brothers, who own } of the village.

In 20 years the ndmber of non-agriculturist money-lenders has
fallen from 8 to 4 : three have left the village

Money-lenders. and settled on their lands elsewhere, and the
fourth has migrated to another village. Advances have been restricted,
and the general awakening of the rural classes has curtailed the oppor-
tunities of making illegitimate exactions. Recovery has become more
difficult and -this is affecting the credit even of those who own land.
To some extent, therefore, capital has been transferred for investment
from the vﬂlage to the town.

-

On the other hand, the agriculturist money-lender has strengthened
his position. The most important member of this class is a bigland-
lord. The ecombination of nsmg prices—the survey was made in
1925-26—ang a large holding has given him large funds for investment.
Consequently he buys up every bit of land offered for sale, so much so
that every sale since the Land Alienation Act, has been in his favour.
All the tenants, big and small, have running accounts with him, and it
is only a fortunate foew who have a small balance to their credit. The
bullock dealers who visit the village are also agriculturists, viz., Sayyads,
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Pathans, and Biloch. They come from Dera Ghazi Khan, Bahawalpur
and Sind and appear after every harvest to recover their debts and
effect fresh sales. They tempt the cultivator to buy by offering him
payment by easy instalments, which, however, include heavy interest
charges.

The rate of interest varies with the crédit and necessity of the
L ' borrower. The general rate is 12" per cent per
Rate of interest. annum, but in some cases, rises to 18§ per cent.

(paisa rupiya). Even agamst jewellery it is not less than 12, for jewellery

13 generally pledged by men of exceptionally low credit. A discount

{chilkana) of half an anna in the rupee 1s deducted on all cash advances.

Milk, fuel, &c., are also taken on various occasions. !

Milk-sellers in Multan advance money free against the supply of
milk, but charge 12 to24 per cent if the supply is stopped. The milk
is paid for below the market rate, s.e., at 21 instead of 16 chhataks to a.
seer. The Muhammadan landlords give their poorer tenants loans
free of interest. When grain is advanced, the non-agriculturist money-
lender expects to get back at the following harvest 25 to 50 per cent
more grain than he gave, even if the borrower is his tenant. The grain:
he supplies is not of a high quality, and sometimes the necessity of

" borrowing when seed is required delays sowing and reduces the yield.
The more provident ciltivators, therefore, always store their own
seed. Borrowing for seed in this way is said to be one of the chie
causes of a cultivator’s embarrdssment, and it is often said that a cul-
tivator who works with his own cattle and provides his own seed wilk
never fall into debt. '

- During the past 10 years no taccavi bas been taken. Thé land-
. lords do not need it, and of the rest some dread
Taccavi. on the necessity of repaying each instalment
a fixed date,and others the trouble involved in obtaining a loan and the
pelty exactions, which at a minimum are estimated at 3 or 4 per cent.
of the amount advanced. The big landlords spend Rs. 4,000 to
Rs. 5,000 on their marriages, but the ordinary Muhammadan cultivator
only Rs. 40 to Rs. 50, or at most Rs. 200 if he goes in for a showy wed-
ding. Hindus spend more, investing more in jewellery. When the
parties are poor, Dhangora marriages take place : these consist of the:
bare nikah ceremony and can be done for Rs. 15 or Rs. 20. .

Nearly all the 14 owners free from debt have some supplementary
gource of income.

l Two final points may be noted. The landlords show no disposi-.
tion to develop their lands ; and some are reported to * prevent the-
equitable distribution of water to the small land owners.” )

Gaggar Bhana (dmritsar).
Gaggar Bhana is 25 miles from Amritsar. Its cultivation depends
rcainly on canal irrigation. Of thee total

General cultivated area of 1,386 acres, 918 are irrigated
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in this way. The chief crops are wheat, cotion, maize, sugarcane
and fodder. Holdings are small and iragmented

There are 10 Jat 'mdney-lenders who have each lent out from one
to four thousand rupees, and many others
who have lent léss than Rs. 500 each. There
are eight non-agriculturist money-lenders. They include a Khatri,
@ barber, 3 carpenters, a Brahman, a weaver, a drummer and. s Jogi
rawal or astrologer. The total amounts invested by the drummer
and Jogi rawal do not exceed Rs. 500, but others have advanced sums
varying from one to five thousand rupees. Only for the Khatri is
‘money-lending the chief source of income. Most of the money-lenders
are ill:terate and get their account books written up by the village
shop-keeper free of charge.

Money-lenders.

The rates of interest vary from 12 to 30 per cent. Landowners
have to pay 12 to 24 per cent per annum ;
others 18 to 80 per cent. The commonest rate
is 24 per cent, but it varies with the reputation of the borrower. If he
has been punctual in repaying a former debt, he is able to get another
loan on easier terms than the man who has proved troublesome in
repaying his loan. As a rule, the agriculturist gets easier terms from
an agriculturist than from a non-agriculturist. This is because the
agriculturist can, if the loan is not repaifl, take the 'and on mortgage.

Rate of ihterest.

Landowners who wish to mortgage theu' lands have no difficulty
at all,in finding mortgagees. In 1922-23
about one-tenth of the total cultivated area of
the village was mortgaged. All the mortgages are with possession.
Most of the secured debt is due to agriculturists. The ordinary money-
lender has to content himself with unsecured loans..

Mortga,ges.

No person in the village has ever taken a taccavi loan during the
past ten years, mainly because the zemindars
are unaware of the facilities. The necessity
of punctual payment and the exactions of petty officials make these
loans unpopular.

' Debt does not appear to be heavy, and except for the debts in-
curred on social observances, there is not
much extravagance or improvidence. There
is little evidence that an expa.nsion of credit or encouragement by money- -
lender to borrow has led to an increase in debt.

Taccavi.

Miscellaneous.

Out of 49 mortgages, only one was for land ‘improvement, viz.,
‘for consolidation. Nor does land improvement appear amongst the
purposes specified for unsecured debt, except a small sum (Rs. 800)
for wellss .

" 1 For full particulars of this village see Punjab Village Surveys.
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Gijhi (Rohtak).

3ijhi, a small prosperous village, is situated 15 miles to the south-
east of Rohtak. About onc-half of its total
cultivated area is canal irrigated and the other
‘half is barani. The chief erops are whét, sugarcane, gram and foddar.
Holdings are small, the average per owner being about 12 acres.

“General.

Almost all the smallér cultivators in Gijhi are in debt, but the
. majority of debts are year to year debts,
. ed”fe‘;‘fy'le“dm and indebt-  mpo middle-class owners and tenants are well-
off and usually have some mortgage loans to
‘their credit. Twenty years ago there were only 2 Jat money
Jenders, while there were 3 mahajans and 2 chippis (cloth printers),
‘who worked on a large scale. The number of money-lenders who do
:a fair amount of business now is : 13 Jats, 4 Mahajans, 1 Beragiand 1
-Chippi. Six more Jats also lend out small sums for short periods.
‘The number of agriculturist money-lenders is more than double that
-of all others classes of money-lenders put together. Their main
.object is to get possession of land through a mortgage. They are no
less exacting than the  mahajan, e.g., in taking grain and fodder at
‘harvest time. They also exact forced labour from the menial classes
.at low rates when much higher wages can be secured elsewhere; and
‘they encourage people to borrow more than they can hope to repay,
forcing them thus ultimately to mortgage their land to them. In
:these transactions land hunger is the dominating motlve

The mahajans are well-to-do, without being prosperous. The
:agriculturist money-lenders are prosperous, but their prosperity is only
partly due to money-lending. It isalso due to the size of their holdings.
.All .money-lenders, whether agriculturists or non-agriculturists, keep
account books. Sometimes the amount entered exceeds the actual
.amount lent, and this is done with the borrower's knowledge. Some-
times interest for six months is included in the principal, and though
the borrower knows this, he agrees to pay interest again on the total
:sum—the result of necessity.

Interest payments are strictly enforced at harvest time, and great
activity is displayed by .money-lenders of

Recovery. both classes at this time. The ereditor
:appears on the threshing floor, and in certain cases the poor cul-

‘tivator hags to part with almost all his harvest. Out of compassion

the creditor sometimes leaves the cultivator & month’s supplies. When
these are exhausted, the cultivator is forced to go to his ereditor and
purchage on credit grain at a higher price than what he got for it. The
common saying that a cultivator in debt, who is reduced to purchasing
.grain for consumption, can never pay off his debt, is only too true.

So long as interest is paid regularly, the lender does not trouble
about the principal.
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Rates vary according to the périod and financial status of the
borrower. The commonest rate is paisa
. Bate of Interest. . rupiya or 183 per cent, -and the lowest rate is-
6 per cent for short loans borrowed by zemindars of high standing.

Of 170 acres mortgaged, 162 were mortgaged to Jats. There is no
M A difficulty in finding mortgagees. The only form
ortgages. of mortgage in the village is mortgage with
possession. Since 1907 only three mortgages have been made in which.
possession was retained by the mortgagor. The number of mortgages.
has been steadily increasing since 1873. Seventy-three per cent of the
mortgages made since 1907 were made by owners of more than five
acres. It may be concluded that mortgages are due to a large extent:
to the increased borrowing capacity of the zem indar consequent upon
the increased price of agricultural land and produce.

No taccavi has been taken in the village during the past fem
. years.
Taccavi.
The landlord readily makes advances to his tenants in cash or grain
. - on strictly business ferms and does not treat
Miscellaneous. them preferentially. :

~



NOTE L.

Causes of the Increase in Mortgage Debt.

In the hot weather of 1929 all Commussioners were asked what werer
the causes of the increase in the mortgage debt of the province. Ex-
tracts from the replies received are given below.

OrINIONS OF COMMISSIONEAS,

Ambala—No one can doubt the general principle that in bad yeats
) more land is mortgaged and less redeemed.

The Deputy Commissioners of Hissar, Ambala and Gurgaon give
this as the only reason. The Deputy Commissioner of Rohtak thinks:
that also a good deal is to be accounted for by the activities of military
pensioners, who have taken in large numbers to advancing money
on the security of land. He thinks that the well-to-do military pensioner
is to & large extent responsible for the increase in mortgages.

Jullundur—Enquiry has been made from the five districts of
the division, . The reasons for the excess of mortgages over redemptmns
are reported to be—

(1) The inferior harvest of recent years. The last three harvests
have cerfainly been below the average.

(2) A falling off in the produetivity of the land, aggravated
in Jullundur by the fall in the sub-soil water-level.

(3) An increasing rise in the standard of living, more being
spent on marriagés and other ceremonies, and probably
on education, than formerly.

(4) The purchase of land in Bikaner and investment of money
in the purchase of motor lorries and in trade, rather than
agriculture. )

(5) A special cause for excess of mortgages over redemptions

. in the Ferozepore district is said to be the acquisition of
considerable areas for the Sutlej Canals, the money re-
ceived being invested in mortgages.

Bawalpindi—(1) An examination of the figures from 1905-06 to-
1926-27 shows that previous to the last quinquennium the area
redeemed fell below the area mortgaged in the districts of this
division only in the cases noted below :—

Years. Districts,

1908-09 . . .. Rawalpindi.

191415 .- v+« Rawalpindi  sand .
. Attock. -

1915-16 .. .. .« Gujrat and Attock,

235
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Years. Districts.

1916-17 T e . .o Gujrat and Attock,

1917-18 . .. .. Attock and Mian-
wali. _

'1921-22 . . .. Rawalpindi, Attock

and Mianwali.

It can be readily believed ‘ that, while soldiers were out on service,
they would not be able to attend to the redemption of their lands, and
this probably explains the case of the war years. The years 1908-09
and 1921-22 dach immediately followed a bad agricultural year, but it
is difficult to say that agricultural conditions explain the case of these
two years. '

(2) In the last quinquenninm the area mortgaged has exceeded the
.area redeemed with fair regularity throughout the division. The main
reason, no doubt, is the slump that followed the boom after the
war. In the war years the standard of living went up everywhere.
The slump began about 1921-22, and has continued to the present day.
Employment in the army and in connection with the army has greatly
decreased, and zemindars of this division have had their resources
Lurtailed in consequence. This is undoubtedly the principal explana-
tmn '

(8). Minor canses are—

. (@) The effect of water-logging in the Gujrat and Shahpur dis-
tricts.

(b) The amendment of the Limitation Act in 1923-24 which
induced money-lenders to call in debts and compelled
the zemindars to mortgage their Iands in order to
pay.

(r) Several of the years in the last quinquennium have-been
below average or only average.

Lahore—The printipal explanations offered for the excess of area
mortgaged over that redeemed during the greater part of the quin-
quenmum are as follows :—

(1) Poor crops due to unfavourable climatic ednditions, and
attacks by pests, and several successive failures.

{2) Fall in prices of agricultural produce, especially in valuable
crops like cotton.

(8) Mortgage of holdings in order to buy canal-irrigated land in
the Bikaner and Bahawalpur States.

(4) Zemindars have now to pay large sums for brides, and the
money is generally raised by mortgage of landed pro-
perty.
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(5) General rise in the standard of living and inerease of expend-
iture on luxurious marriages and education of ehildren.

Orrxioxs or Depr1Y COMMISSIOXERS.

Atfock —1In this district there are a number of mteraeting causes.
There has been a series of lean years; there is a tendency to extra-
vagance, and a definite rise in the standard of living, an aftermath of
the war ; thereisalso the urge to eontinue to spend money which in war
days was plentiful, but now has to be raiscd ; the contraction of
eredit with the ordinary money-lender ; and, lastly, the aceretion of
big estates by retired soldiers who have come back with horour to their
name and money in the bank. ’

Rawalpindi—(3) The szemindars have not curtailed their expend-
iture, although their income has decreased. During the war they!
earned a lot of money by enlistinent in the army, whereby they raized |
their standard of Living. Now that they have spent their earnings
after demobilization, tkey try to procure money for their necessities '
by mortgaging their land.

(#i) Increase in mechanieal transport, reduction in the mule
and camel eorps, and general demobilization in the Indian army after
the great war are responsible for setting free a large number of zemin-
dars of this district and thus depriving them of the salary they were
getting cut of these occupations.

(213) The demobilized soldiers feel shy to handle the plough, and the -
tendency of the new generation is to avoid doing manual labour Like
their forefathers, with the result that they mortgage their land,
rather than cultivate it.

Jhelum—Another reason Lies in the improved and eostly style of
living adopted after the war, especially after demobilization.

Shakpur—(s) In addition to these general reasons, the amend-
ment of the Punjab Limitation Aet was mainly responsible for increase
in the area mortgaged.

(i) During the four years commencing from 1923-24 the area under
other erops decreased, while the area under eotton inereased. Big
landowners,who are always keen on cotton,were thus favourably placed,
and were in a position to advance money to smaller zemindare. In the
year 1923-24, wheat on the threshing-floor suffered sericus damage,
In the year following the prices were not as favourable as before, and
there were partial failures of the cotton erop.

Montgomery—(3) In the Lower Bari Doab Colony, mortgages
were effected on an increased scale for the purpose of aequiring addi-
ticnal lands at various auction sales held during the last five years, and
so the zemindara elass raised money to purchase more land.
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(i7) Successive failures of cotton crops during the last 2 or 8 years,
28 also failures of wheat and other erops, drove the agriculturists
t0 mortgage land to a considerable extent.
Lyallpur—-The reasons for & comparatively larger area being
mortgaged are as follows :—

(?) Owing to auctions of Government land in the village
chaks, the people had to raise funds to pay the instal-

ments, and for this they were compelled to mortgage |

some of their land.

(37) For the acquisition of proprietary rights in the lands already
held by the people of the district they had to pay money,
and this also ‘necessitated the mortgaging of part of
their land elsewhere.

(#14) The last three harvests have been a partial failure, and the
zemindars were so hard hit by it that they were com-
pelled to mortgage their lands to meet their requirements
and to pay the Government derand. :

Muzaffargarh—The excess of the area mortgaged over the area
gedeemed in this district was due to “lean’ years. There was an
.excess of the area redeemed in the years that were * fat.”

Dera Ghazi Khan—There has practically been no change in, the
gtandard. of living of the zemindars, but economic deterioration has
been prevailing for some years past so far as the smaller zemindars are
ooncerned. Hence the increase in the indebtedness of these people
is attributable to decreasing profit from land.

Mulian—The most popular form of mortgage in this district is
that under section 6 (1) (a) of the Punjab Land Alienation Act.
Such mortgages are automatically redeemed without the pay-
ment of any money after the lapse of the period agreed upon by the
Jparties.

i
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Note on the probable necessary increase of the staff of the Co-

operative Department during the next few years.—By

g I I’S Dodd, I.C.S., Registrar, Co~operative Societies,
un]a

At the end of July 1924 there were 10,600 registered societies.
In the middle of June 1925 there were 12,000 societies. At the same
time there were 11 Asgistant Registrars, 2 Deputy Regigtrars, of whom
one also held a circle, and was therefore not really a proper Deputy
Registrar, and one Registrar. There wete also 76 Government paid
Tnspectors, and 800 P. C. U. paid Sub-Inspectors.

In June 1925 Mr. Strickland, in his letter to Government,
No. 171-R.,. dated June19th, 1925, submitted proposals for a five
years' programme of the expansion of the staff in all its branches.
He anticipated that at the end of the five years there would be 20,000
societies. :

The programme laid down by him has fulfilled itself fairly accu-
rately.

At the eud of January 1930 there Were 19,796 working societies
in the Punjab. The field staff now consists of 1 Registrar, 3 Deputy
Registrars, 20 Assistant Registrars (including one Industrial
Assistant Registrar), and 125 Inspectors. There are also 528 Sub-
Inspectors paid by the Punjab Co-operative Union.

The number of registered societies appears to be ‘increasing by
approximately 1,000- each yearl; as saturation point is approached,
and if due care 18 exercised in the registration of societies, I do not
think this rate will increase.

Mr. Strickland’s estimate of increase in the number” of societios
and his proposals for the increase of the staff were largely based
upon the number of the societies and the number of tehsils in the
province. His object was to have one Inspector in each tehsil.

At the moment there are only 5 Inspectors whose circle consists
of more than one tehsil ; each of these has 2 tehsils. From the point
of view of aotual number of gocieties in their charge, I do not think
that any of these is likely to need a reduction in his circle. But from.
the point of view of the amount of work to be done in the formation
of new societies, of the distances to be covered, and of the importance
of the work, I think it probable that at least two of them will need
relief,

In view of the above two paragraphs, the basis on which to form
an estimate of the increase of staff must be different.

¢ In thelast 5 years societies have increased by about 8,000, s.e., 1,600 a year.
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In Lis letter No. 679-8., dated February 18th, 1929, the Registrar
drew Government'’s attention to the fact that it was never considered
whether the appointment of more than one Inspector per tehsil would
be required ; but the number of societics which an Inspector could
look after satisfactorily was assumed to be 200. He pointed out
that-there were several tehsils in the province which contained over
850 societies cach, and asked for permission to appoint extra Inspectors
to thoss tehsils, Government aceepted this principle in their letter
No. 8247-D., dated June 7th, 1929, Consequently there are now
7 tehsils in which two Inspectors are-working. The figure 850 was
fixed probably for the following reason: It is just physically possible
for an Iuspector to look after 850 societics ; though the supervision
he can exercise over such a large number is far from satisfactory.
One hundred and seventy-five societics, or half of 850, is close to an
Inspector’s full normal charge. At first the idca was to ask for such
permission in the case of tehsils with over 800 socicties ; for 150 socie-
ties is 8 very fair charge for an Inspector, and leaves Lim just encugh
time in which to devote some attention to propaganda and teaching
for new societies. Dut, in order to make more certain of Government
acceding to Lis request, the Registrar fixed the number at 850.

The work done by co-operation, and its possibilitics, are regarded,
it appears, a8 increasingly importaut. 1, therefore, consider that we
may reasonably ask for permission to post another Inspector in telsils
which contain more than 800 socictics.

TLerefcre the main basis on which the increase in the number
of Inspectors is to be calculated and asked for is the number of telsils
in which the societics Lave reached, or are likely to reach, a ccrtain
number during the next few years.

Another reason for inereasing the pumber of Inspectors is the
necessity for the appointment of Urban Inspectors for the promo-
tion of socicties among dwellers in cities. Lalore City Las long Lad
such an Inspector. Goverpment administratively sanctioned three
more such Inspectors, for Amritsar, Sialkot and Jullundur, about
two years ago. DBut the necessary finance was not fortheoming,

As the number of socicties increases, it will be necessary also to
increase the number of Circle Registrars, d

I think also tbat one more Deputy Registrar will be necessary
io the near futura. When the extra Deputy Registrar is appointed,
I would request that, besides the Registrar, two of the Deputy Begis-
trars may be officers of the Indian Civil Bervice.?

The importance of the education of the members of socicties is
always increasing. A movement consisting of uneducated persons
(i.e., uneducated in the elements of Co-operation snd the details of

1From 1916 to 1620, when there were less than 7,200 sosietics, there were thres
members of the Indian Civil Service in the department. In July 1917 there were leso
than 3,500.
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their societics) is bound to fail. I find pow that the origival members
of societics are faidy well edueated ; but members who join later on
are not. To sccure the education of members we must Lhave a well
educsted staff. The staff should, of course, be also strietly honest,
and should educate the members in the right way of doing things.

I therefore think that, when a fourth Deputy Registrar is aproint-
ed, we should bhave also a fourth Edueational Ipsrector. At present
the Educational Inspectors are really working entirely en ther own.
The Registrar and his gazetted officers eannot sit with classes throuch-
out their duration {a Sub-Inspectors’ class lasts for about 2 months,
and the Inspector candidates’ class at Gurdasyur lasts for 4 monthe),
in ordex to see exactly what the Inspectars are teaching. F.dueation
being of such vital importance, both for the staff and membears, 1
think that when the fourth Educationa] Inspector is appointed we
should Lave also one Assistant Registrar who will be responsitle for
Education as a whole. He will be able to speeialise in the subjeet,
and to give time to the detailed supervision of the work of each In-
spector. He will of eonrse be under the control of the Regisirar,
and will have frequently to discuss his work with him,

After setting down the above Eenenl considerations, I now turn
to details.

{a3) On the basis of giving an extra Inspector to tehsils contain-
ing over 300 socicties =—
(5) The following tehsils have over 300 socicties :—
Nakodar, Amritsar, Batala, Shakarrarh, Pasrur, Feroze-
pore. We should therefore Lave six Inspectors for these
tehsils in 1931-32.

(i) Narowal tehsil has about 290 socicties. We should
have an extra Inspector for this in 1932-33.

{%s) Lahore, Shahdara, Tota Tek Singh, and Ludhians tehsils
kave more than 250 societics each. I ecomsider that
we should have two Inspectors in 1933-34, and two
more in 193435, to provide for these four tehsila

() On the tasis of one extra Inspector for tehsils eontaining
over 830 socictics —

(v) Batala contains 877 societies. We, therefore, need one
Inspector for this tehsil in 1931-83.

(%) Nakodar, Amritsar, Ehakarparh, Pasrur and Ferozepore
tehsils have pessed the SO0 mark. I, therefore, propese
that one extra Inspector be sanctioned in each of the
Fears 193283, 1953-34, and 8 in 1934-85. -

At present Lodbran and Maiksi tehsils of the Muolian distriet

are under the charge of one Inspector. Both these tebsils are coming
nndetedmmbml.tndthemmberoimmudluem
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It is important that the colonists shall be properly brought within the
fold of co-operation -as soon as possible after their arrival in their
chaks. I, therefore, propose that one Inspector be sanctioned for this
area in 1981-82,

At present, Leiah and Kot Adu tehsils of the Muzaffargarh dis-
trict are under one Inspector. I propose that in 1932-88 they may be
separated, for the area to be covered by the Inspector is at present
"very. large, and the societies are slowly increasing ; further, the work
in Muzaffargarh is of a special character.

_ At present, Dera Ghazi Khan and Sangar tehsils are under one
Inspector. I propose that in 1938-84 they may be separated. ~

The three Urban Inspectors should be appointed as soon as pos-
-sible ; t.e., in 1981-82. o

Government last summer sanctioned the appointment of an As-
sistant Registrar as from the heginning of the present financial year,
in order to make possible reorganization of the present circles of the
Circle Registrars of Rawalpindi and Shabpur. Shortage of funds,
however, made it impossible to sanction the post finally. I there-
fore propose that one Assistant Registrar be sanctioned for the year
1931-82. :

The next heaviest circle is that of Circle Registrar, Gujranwala.
The increase of the societies in Gujranwala and Sheikhupura distriets
makes it desirable that this circle be split up into two, by the appoint-
ment of a new Circle Registrar in 1981-82, Gujranwala and Sheikhu-
pura had on 81st January 1980, 743 and 561 societies, respectively.

I think that the present circle of the Assistant Registrar, Ambala,
consisting of Ambala and Ludhiana districts, should be split up in
1982-88, by the appointment of a new Assistant Registrar. Ambala
and Ludhiana districts had on 81st January 1930, 664 and 561 socie-
ties, respectively. Their number is increasing. )

In the year in which the Gujranwala and Sheikhupura districts
are separated, I consider that the appointment of the fourth Deputy
TRegistrar would be advisable,

The above proposals involve the appointment, by the end of the
financial year 1934-85, of one Deputy Registrar; 4 Assistant Regis-
trars ; and on the basis of an additional Inspector for tehsils containing
«over 300 societies, 18 Inspectors, and, on the basis of arf extra Inspector
for. tehsils containing over 850 societies, 9 Inspectors. It is possible
that the appointment of the Urban Inspector at Amritsar may reduce
the number of additional Inspectors needed by one in each case. I
very strongly urge that the extra Inspector be allowed for over 800
Bocieties, '

The time-table for these additions should be as follows :—

1981-82 .. o« 2 Agsistant Registrars; 9 In-

spectors.
~
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1932.83 . «» 1 Deputy Registrar; 2 Assist-
tant Registrars (including
one for education); 8 In-
spectors.

1933-84 . <. 3 Inspectors.

1934-35 . «. 8 Inspectors.

On the basis of an extra Inspector for 850 societtes, the time
table for the Deputy Registrar and the Assistant Beglstrars will be
as above ; but for Inspectors it will be as follows :—

1931-82 . .. 1 Inspector.

1932-33 .- .. 3 Inspectors.
1938-34 o «- 2 Inspeétors.
1934-85 .- «+ 3 Inspectors.

The firat cost of the addition of the Deputy and Assistant Regis-
trars, and of the Inspectors, together with their staff, contingencies,
ete., will be according to the attached statement per .annum in
year, in addition to the expenditure of the previous year. The
appointment of new Circle Registrars will of course eventually -
involve the construction of offices for them. This matter is not 80
urgent as the appointment of the staff themselves.

It should be noted that the above proposals deal only with the
ordinary line of credit Inspectors. In addition, there will be a very
necessrary increase in consolidation staff to be eonsidered, and also the
question of the Industrial staff. .

The question of the women’s societies also needs separate con.
sideration.

STATEMENT SHOWING THE PROBABLE COST OF THE ADDITIONAL
STAFF DURING THE NEXT FOUR YEARS.

On the basis of an additional Inspecior
Jor every 300 societies,

On the basis of an additional Inspector’
Jor every 350 suciefies.

1931-32. 1931-32.
Rs. Rs.
1. 2 Assistant Registras— ) 1. 2 Assistant Registrars—
250—25—750.. . 250—25—750.. . 26,600
2. 9 Inspectors—1 (250), 61,860 2. 1 Inspector 250 .
2 (200). 2 (150) and 4
(100) .-
1932 33. 1932-33.
1. 1 Deputy Registrar at 1. 1 Deputy Registrar at ®
1,000, 150 Special pay .. | 1,000, 160 Special pay .
2. 2 Assistant Registrars at 55,950 2. 2 Assistant Registrars at 55,950
250—25—750 each .e 250—25—1750 each
3. 3 Inspectors—1 (250), 3. 3 Inspectors—1 (250),
1 (150) and 1 (100) 1 (150), snd 1 (100) ..
1933-34.. 1933-34.
1. 3 Inspectors—1 (200), 1. 2 Tnspectors—1 (100) .. 7,860
1 (150) and l (100) .e 13,700
1934-35 1934-35.
. 3 Inspectors—l (200), .. 13,700 1. 3 Inspectors—1 (200), .. 13700

1 (150) and 1 (100).

1 (160) and 1 (100).
R2



NOTE K.
Money-lending in the Punjab.

This note contains reports by Income-tax Officers on the followe
ing subjects :—
(lg Rural money-lending in the Rohtak distriet.
(2) “Tudicial proceedings taken by money-lenders in the Hissar

district (p. 248)
{8) Money-lending in Lahore (p. 258).
(4) Money-lending in the Mianwali and Attook districts (p, 262),
(6) Rates ot interest charged by an Amritsar firm from 4860 to

1980 (p. 264).

PART I.—RuraL MoNBY-LENDING IN THRE RonutTak DIsTRIOT.
(By Sardar Chanda Singh, Income-tax Qfficer, Hissar).

In 1927-28 I made thorough enquiries into the rates of interest
prevailing in the rural areas of the TRohtak district. Material was
ocollected from as many books as possible. Out of 218 assessecs of the
Sonepat tehsil, 184 produced their books, and figures collected for this
tohsil were taken from the books of 166 persons. In the 'case of
Gohana tehsil, material colleoted is from the books of 72 persons out
of 81 cases in which books were produced. ¥or the Rohtak and Jhajjar
" tehsils figures were colleoted from 61 and 49 persons, rospectivoly. The
fizures for these two tehsils are comparatively small, as it is not a
genernl oustom in these areas to put down stipulated rates of interest
at the top of lekhas,

2. The total loan advnnced by these 308 assessecs amounts to
Rs. 69 61,669, tabulated thus ;:—

Raten, Soveput. { Rohtak, | QGohaua. | Jhojjor. Total.

Ra. Rs. Ra. Rs, Re,
Below 8 per cent. .e 1,00,412 44,428 34,370 13,637 | 1,02,844
At 8 por cont. . 4,08,017 1,21,062 | 1,43,600 41,323 | 8,11,951
Betwoon 0 aud 9 per oent 1,038,837 66,921 16,252 20,677 | 2,16,587
At 9 per ocent. 2,093,006 59,933 408,262 11,214 | 3,00,408
Botween 9 and 12 per cent 38,388 5,253 12,522 200 57,060
At 12 por cent. . 9,24,637 | 1,85,467 | 2,561,002 32,708 | 13,094,804
Botween 12 and 15 per cent 23,707 3,208 2033 |0 940 20,078
Ab 18 por cent. 1,084,788 83,280 52,166 81,816 { 8,82,049
Betwoon 18 and 18 per t'ont 11,800 200 14,387 . 26,387
At 18 por cont. 8,40,888 | 3,06,280 | ©5,35,204 | 4,485,008 | 22,17,707
Dotween 18 and 24 por nent. 087 2,304 003 6,802 10,938
At 24 per cent. 90,369 66,000 | 1,14,113 28,108 | 2,98,007
Between 24 and 37} per cent. 3,680 1,601 8,717 . 14,007
Total «« | 80,31,483 | 10,08,120 | 12,10,848 | 7,13,219 | 80,061,600

. 244
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8. From the above it is clear that in the Sonépat, Rohtak and
Gohana tehsils the most common rates are 18 and 12 per eent, while in
the Jhajjar tehsil they are 18 and 15 per - cent.

4. This total loan of Rs. 59,61,669 includes Rs. 16,20,847 advanced
on rates up to 9 per eent, Rs. 8,11,951 being lent at 6 per cent. This
comes to 27 per cont of the total loan, which is invested with mahajans
in mandis and towns for the purposes of financing trade in grains.

5. The balance of Rs. 43,45,320 is invested in the rural area.
Loans given to kamins are not considerable. Practically the whole of
it is advanced fo agriculturist classes. It may be noled that there are -
few loans advanced on over 24 per cent rates. Loans on24 per cent
were found generally given to Muhammadan agriculfurists such as
Ranghars. The common rates for Hindu Jats are 12, 15 and 18
per cent. There were few loans advanced to Ahirs at a rate higher
than 15 per cent ; they are a hardy class of people.

6. Interest due on the stipulated rates given in the books- of
these 838 assessees was calculated for one year so as to find out the
average rate of interest prevailing in every tehsil. Interest due for
Sonepat tehsil was worked out in this manner to be Rs. 3,98,192 against
total loans of Rs. 30,31,482. This gives an average of 13.8 per cent.
It may be noted in this connection that loans advanced on rates up to
9 per cent aggregate Rs. 9,03,323, which is about 30 per cent of the
totalloans. Thissum is invested partly in Sonepat mandi, and partly
at Delhi. Sonepat tehsil was prior to 1911 a part of the Delhi district.
Tt is irrigated mostly by eanals, and this fact is also partly responsible
for the average lower rate of interest prevailing in this tehsil.

7. Interest due for Rohtak tehsil was worked out similarly for
51 persons. It amounted to Rs. 1,839,758 for loans of Rs. 10,06,120.
The average rate for this tebsil is thus 13.8 per cent. It is not high.
It is due to the fact that loans aggregating Rs. 2,91,341 are included
in this total sum of Rs. 10,06,120, which bear interest up to 9 per cent
only. This sum of Rs. 2,91,341 is mostly invested in Rohtak
mandi. 7

8. Interest due for Gohana and Jhajjar tebsils was worked out
to be Rs. 1,14,128 and Rs. 1,78,748 against loans of Rs. 7,183,219 and
Rs. 12,10,848, respectively, which gives an average rate of 16 per - cent
for Jhajjar tehsil and 14.7 per cent for Gchana tehsil. Gohana
tehsil is in part irngated by the canals, and this explains the slightly
Jower rate of interest prevailing there.

9. Interest due for the total loan of Rs. 59,61,669 is thus
Rs. 8,30,825, which gives an average rate of 14 per cent for the whole
district. Deposits with mahajans (i.e., money inyested up to 9 per cent
rate of interest) aggregate Rs. 16,20,847, and their. due interest for
one year is Rs. 1,06,283 only, which gives an average rate of 6.5 per cent.
Real rural investments are therefore Rs. 43,45320. Due interest
in their case is Rs. 7,24,642, which yields an average of 16.5 per cent.
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10. It would be interesting to classify this total loan investment-
wise. Out of these 838 persons, 103 own investments over Rs. 20 ,000
each. Their total loans aggregate Rs. 83,71,690, and due interest
‘per stipulated rate is worked out at Rs. 4,24,691. This comes to 12.6
per cent. It is this class who have got deposits in mandis and towns.
People with lower investments cannot be expected to have spare money
for deposits.

11. One hundred and thirty-one persons are included in this number

- of 888, whose individual investments range between Rs. 10,000 and

Rs. 20,000. ' In their case interest due for one year comes to Rs. 2,84,330

against investments of Rs. 19,02,155. This gives an average rate of
15 per cent.-

12. The remaining 104 persons have individual investments
below Rs. 10,000. They happen to be on the list of the Ineome-tax
Department as they were running parchun shops and doing grain deal-
. ings a8 well. Interest due in their cases was found to be Rs. 1,19,379
against investinents of Rs. 7,19,562. It gives an average rate of

- 16 per cent. It is this class of people whose investments are purely with
non-mahajans, and who have got practically no investments in towns
and mandis. Their average rate can be taken as the average rate on
which loans are advanced to agriculturists in Rohtak.district.

18. I also tried to find out rates of interest on bigger loans, for
it i3 generally said that petty loans offen bear very high rates of
interest. Seven hundred and sixty-seven items of loans of over Rs. 500
were sorted out at random. Interest due in their case aggregated
Rs. 1,26,311 against loans of Rs. 9,836,302, which gives an average rate
of 18.5 per cent against 14 per cent worked out above for all sorts of
loans for the whole distriet.

14. Tt is a fact that interest stipulated is not fully adjusted when
the account is either finally settled or balance struck for carrying the
same forward. This happens specially in the cases where rates stipu-
lated are high. Acéordingly, material was collected from this angle of
vision as well. Three hundred and _seventy accounts with mvest-
ments of Rs. 87,77,825 have resulted in the following percentages for
the three assessment years 1926-27, 1927-28 and 19"8—‘)9, during which
I was posted at Rohta.k

Below Rs. 20,000, Over Rs. 20,000.

Per cent.  Per cent. Per cent. Per cent. Per vent. Per cend.
Jhajjar .. 15 12.2 13.3 11.3 7.7 11.7
Rohtak .. 16.9  _10.8 14.3 11.4 9.6 10.6
Gohana .. 14.3 9.4 13.9 12.8 8.7 12.1

‘Sonepat .. 12,5 9.5 1.6 11.1 7.2 9.7
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The exeeptionsally low average retwrn for 1927-28 was due to the ex-
coptional circumstances prevailing in the accounting year 1926-27.
A change in the limitation period had $o0 eommence in June 1926, and
balances were therefore in most cases struck in the year 1925-26.
Moreover, the provineial elections again brought the Jat-Bania ques-
tion to the forefront.

15. In the case of investments below Rs. 20,000, the average rate
of adjusted interest for the whole district is thus worked out to be
14.7 per cent for the assessment year of 1926-27, 10.4 per cent for
the assessment year 1927-28 and 18.8 per cent for the assessment year
1928-29, 4.e., 12.8 per cent per annum when spread over the consecu-
tive three years againat 15 per cent determined according to stipulat-
ed rates. Percentages for cases over Rs. 20,000 worth investments
are similarly found to be 11.7 per cent for 1926- 27, 8.8 per cent for
1927-28 and 11.0 per cent for 1928-29, 4.¢., 10.8 per cent for adjusted
interest against 12.6 per cent determined per stipulated rates. The
difference in these two rates (stipulated average rate and adjusted
average rate) is mostly due to the fact that * chhoot’ is generally
given to debtors with rates over 12 per cent at the time of striking
balances or settlement of accounts which are not punctually done
€very year.

16. 'The average rate of adjusted interest for the whole distriet is
thus 11.4 per cent against 14 per cent determined on the basis of
stipulated rates. Keeping in mind the percentage of 27 per, cent of
loans with mahajans advanced at the average rateof €.5 per cent
the average adjusted rate for rural loans comes fo 13 per cent.

17. To sum up, it was found that 25 per cent of the tofal
investments of the rural money-lending assessees of Rohtak district
were in the form of deposits in towns and mandis with mahajans at an
_average rate of 6.5 per cent, and the balance-of 75 per cent was invested
in loans to agriculturists at varying rates (most common of which
are 12 and 18 per cent), the average of which works out at 16.5 per cent,
out of which only 18 per cent is ultimately and finally adjusted in the
accounts of their debtors.?

18ee pp. 250.51,
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PART 2.—JUDICIAL PROCEEDINGS TAKEN BY MONEY-LENDERS IN
THE Hissar DISTRICT FOR THEE RBCOVERY OF THEIR DEBT.

(By Sardar Chanda Singh, Income-tax Officer, Hissar.)

I have gone carefully through the regular books of thirty
assessees of the Hissar District. Out of these thirty, eight did not file
any suit within the last five years. The remaining 22 filed 46 suits,
which are tabulated in a separate statement (page 252). The follow-
ing conclusions are drawn therefrem :—

(a) Average interest income of these thirty assessees for one year
aggregates to Rs. 72,562. Taking the average rate of interest charged -
to be 12 per cent, I would put their capital invested at Rs. 6,04,684.
Total value of the 46 suits filed by them is Rs. 15,990 on account of
principal and Rs. 6,002 on account of interest claimed. This gives an
average of 2'6 per cent of total loans, which'are contested in courts. It

is insignificant. It shows how far people try to avoid litigation. It
" is not fair to deduce the conclusion that 97-4 per cent loans are
secured. Rural money-lender is an institution in himself. He knows
his debtors very well and the possibilities of recovering loans through
courts. He tries to accommodate his debtors as far as possible. He
would be quite satisfied by getting the balance struck, when no re-
coveries are immediately -possible.

{b) Second conclusion to be drawn from these figures is that civil
courts do not interfere in the amounts of principals claimed, where
regular accounts are kept. In these 46 cases full amount of principal
has been decreed. This shows the utility of keeping proper accounts
" in regular form. >

(¢) Interest claimed in those 46 suits is Rs. 6,002, against
Rs. 4,848, decreed by the courts. This difference of Rs. 1,149 relates
to three suits only. In two cases the creditors concerned agreed to
accept Rs. 449 less per terms of compromise. Inthe third suit the
court _reduced the claim of Rs. 1,800 to Rs. 1,100 as it was excessive,
principal being Rs. 700 only. No modification was effected in the
case of remaining 43 suits, as the accounts were regular and the rate
of interest charged was not excessive. '

(@) Under the head expenses, there is & wide difference. Actual
expenses incurred aggregate to Rs. 8,905 against Rs.- 2,557 awarded
by the courts. It means that courts allow about 2/Srds of the actual
expenses incurred. Excluding the four cases where compromise was
effected, these figures are Rs. 8,442 and Rs. 2,547, respectively. This
would give an average of 75 per cent expenses allowed by the courts.
This may be taken as the general index on this issue. I have carefully
scrutinised all the jtems in detail and have come to the conclusion
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that (1) personal expenses incurred by money-lenders in conduct-

ing their cases, (2) payments made to petition-writers for writing out
‘petitions and applications, and (3) penalties charged under the Stamp
Act are not allowed by the courts. The first two items are regarded
by money-lenders as genuine claimg that should be admitted. As

‘regards pleaders’ fees, the general impression gathered from these -

-cases is that the costs awarded in money-suits by the courts on
the basis of a fixed proportion of the value of the suits are in
o case less than the actual expenditure under this head. In some
cases there~is a gain to the money-lender, as far as the pleader’s
fee is concerned.

(¢) It has been found that about 80 per cent of the suits are
decided ez-porte, because the debtors do not care to represent their
interests at all. Very few of these cases are re-opened, as Judg-
1ment-debtors do not care to get ez-parte decrees set aside and do not
amean to contest the cases. Their real aim is that their debts should
cease to bear interest.  In another 10 per cent of the cases, debtors
admit the loans. Sixty per cent of the cases may, therefore, be
regarded as contested. This view is shared by a Sub-Judge of Hlssa.r
who has been privately consulted.

(f) In about 10 per cent out of the contested cases, thumb-
impresions are not acknowledged, and in two per cent signatures
are denied. Their verification costs much to the money-lender. I do
not mean’ to suggest that these costs are not allowed by the courts.
Verification of a thumb-impression costs thirty rupees, and that of
a hand-writing may go up to Rs. 200. It is a.lleged by money-lenders
that this habit of denying thumb impressions is becoming very commion.
They think that it should be cut down. There are very few cases
‘where reports are received. definitely against the money-lender, while
in 50 per cent of the cases there is clear identification.. It'is suggested
by the money-lenders that the courts should sanction prosecution
agamst the false accusers in a fairly large number 50 as to check this
growing practice.

(9) Average time per case is found to be 5} months.
Maximum time taken is twenty months and minimum fifteen days.
.Four cases out of these 46 took more than one year.

(%) As regards recoveries, the data collected is not very satisfactory.
"Enquiries were restricted to a period of five years and thirty assessees
only. It appears that final results for decrees awarded in 1928 and
1929 are still not known. Execution proceedings are started about six to
‘nine months after the award of the decree. Decree-holder waits to
-offect the recovery outside thé ecourt, if possible. . This remark
applies to rural money-lenders only. Execution proceedings generally
take about & year to finish. One fact is, however, clear that in these
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46 cases, recoveries effected outside the courts aggregated to Rs. 6,102
against Rs. 8,060 recovered tbrough the courts. Figures of 26 per
cent given in the High Court returns relate to decrees, executions of

which have been taken up in hand. In some cases judgment-debtors
pay up the decretal amount without execution proceedings.

(i)- Inparagrphs (e) and (f), I have discussed the requirements of
money-lenders as far as the first stage in litigation goes. They have
much.to complain of as far as execution proceedings are concerned.
They generally do not get full expenses in these proceedings. Even
the fee of pleader is omitted from the award. Costs incurred in meet-
ing frivolous objections raised by the judgment-debtor against
the property attached, ate generally ignored. Although the expen-
ses of these proceedings are not considerable, yet they do not get
more than 25 per cent of the total cost incurred by them. Their
most serious complaint is against the bailiffs and process-servers.
It is generally alleged that these persons do not feel much responsi-
bility about their work. They are low paid people with little or no
qualifications or powers. It is felt by intelligent money-lenders that.
much improvement is required in this direction.

(7) It will not be out of place to mention that they have got basie
objections against (1) Land Alienation Act, (2) section 60 of Civil
Procedure Code which makes cattle, grain and house not liable to
attachment, (8) 4 P. R. 1918 ruling which says that landed
property of a debtor governed by custom cannot be taken on execu-
tion, in the hands of his son or next holder, and (4) preference given
to co-operative societies over other creditors. They regard these
provisions of law as a great hindrance in recoveries.

(%) Out of these 46 suits, only twelve khalas have been finally
squared. In the remaining 84 cases khalas of debtors are still run-
ing, pending-the results of execution proceedings. It is a practice
amongst rural money-lenders in this part of the provinea that iuterest
claimed in civil suits is neither credited at the time of filing the suit nor
at the time of award of the decree. The khaia of the debtoris squared
up finally when all proceedings have come to a close, and its
net result is carried to batia khats, which is quite distinot from the
interest account. . In the case of ten out of these t welve accounts, there is
a net gain of Rs. 846, while in the other two accounts there is & net
loss of Rs. 282, after the expenses incurred in conducting these cades
and principal due have been satisfied. As these proceedings are
ignored in the interest account itself, percentages given in paragraph
17 of my Rohtak note! are exclusive of these figures,. In working out
those averages, 1 simply divided the interest charged per books
by the total investment, which evidently includes the amounts under
dispute in civil courts. From the above figures it is quite clear that
the average rate of adjusted interest of 6} per cent and 13 per cent

18ee p. 247
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do not requlre to be further modified on account of litigation proceed-
ings. It is8 my firm belief that taken as a whole baila khata does
at least balance itself, i.c., the bad debts resulting from these proceed-
ings do not exceed the amonnt of interest decreed by the courts, which
never formed a part of the interest khata. Interest awarded by the
civil courts in these 46 cases is 83 per cent of thg principal allewed.
As & matter of fact, the figures for these 12 closed Kkhalas suggest
that something shonld be added to the rates worked out in para-
graph 17.

2. While going through the books of money-lenders one does
come across some cases Where the loans have not been renewed in any
form by striking the balances, etc., nor civil suits have been brought
for their recovery in courts. They are allowed to become t1me—bam_ed.
This happens in cases where there 'i8 nothing to recover from the debtors
concerned, specially on account of the High Court ruling 4 P. R. 1913
mentioned above. They are not always written off at the right time
and claimed in income-tax assessments. It is not possible for me to
give any approximate idea of their extent. ’

8. Working expenses claimed by money-lenders are not many.
Generally people with above Rs. 20,000 investments keep a servand
who looks after their cattle at home and accompanies them in the
months of Jeth and Harh for recovery and settlements of accounts,
, Conveyance is also used for this purpose. Generally speaking, all
money-lenders deal in gram and most of them have got parchun shops
in the villages as well. It 18 not possible to divide the expenses under
these three heads. I would estimate working expénses against money-
lending business to be 3 per cent on capital invested. He himself is
the scribe, and is often helped by another member of the family. In
this } per cent 1have not included the value of their personal labour.

4.  Keeping the above figures in mind, I would put net earn-
ings of raral money-lending at 6 per cent for deposits and 12} per cent
for rural dealings.  As remarked in paragraph 2, 1 have not made
any allowance for stray bad debts which are allowed to become time-
barfed and where neither balances are struck nor suits filed.
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No.

*

10
11
12
13
) 14

15

VALUR OF THE SUIT.

DECREE AWARDED,

Expenses
incurred. Cost.
Principal. | Interest. Principal.  Interest.
A !
Rs. Rs. | Rs. a Rs. Rs. Rs. AP
850 160| 142 3 © 850 150 { Given up as
compromise
333 81| .24 0 333 g7l 10 0 0
: Rest given
| up.

1,113 784| 668 0 0 1,113 784 | 240 0 O
1,000 255 249 3 © 1,000 255 | 185 0 ©
2,000 3] 342 8 0 2000 35| 406 4 0
(Pleader's fee not debited as
1,362 138 222 0 0 1,362 138] 205 0 0
1,190 669 188 8 0 1,190 310 | Cost given
up as coms
promised.
164 185 52 8 6 164 185] 44 0 0
73 03] 27 00 73 103! 16 0 0
269 81| 5 0 0 269 81| 46 0 o0

»
235 25| 42 0 o 235 275 25 00
70 10! 548 00 70 10| 40 0 0O
78 2] 40 0 0 78 82| 10 0 0.

50 7] 12 0 0 50 7 6 0
70 25 70 25 710 0

1 0 0
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Date of Time taken Amount re- Batta ;
decree, by suit. covered. Khata. Rruarks,
Octr. 1926.. | 8 months.. | Re. 844 through | Minus 148.
. court.
1
Octr. 1928.. 113 ,, .. | Ra. 430 outeide | Plus Rs. 56.
: court,
Feb. 1927 .. | 20 ,, .. | Re. 2,137 out- [Plus Res 356
' side court. ‘
June 1929 .. | 8 ,, .. . . Execution i)moeed&
- ings just j§ started,
April 1929 .. | 20 . . . Execution proceed-.
. ” lfnga not started so.
ar,
member of the family).
April 1929 ,. ] 3 months ., | Rs. 1,500 out- |Minus Rs. 84
side court.
April 1929..| 2 , .. |Re. 500 out .. Rest to be recover.
 pide court. ed in 6 monthly ins
v stalments,
Decr. 1928 3 , ..|Rs 356 through .. BRe. 37 still due and
court,, not waived. :
Feby. 1920.. | 4 ,, .. . . Execution proceeds
ings  started i
January 1930.
1926 .1 3 , ..|Re 396 outeide [PlusRs. 71
. court.
Jan. 1929 .. | 9 , .. . . Execution proceed..
ings going on.
March 1927 4 , .. . .
Maxch 1928 4 » =« | Ra. 113 through . Ra. 37 still due and,
court, not waived,
30th Octo- § 18 ,, .. . e
ber 1928. ‘
23rd October{ 2 ,, .. | Re 60 outside .e . Re. 10 are being re<
1926. court, alized in half-yearly
instalmente,
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VALUE OF THE SUIT: DECREE AWARDED.
- Expenses :
No. incurred. Cost.
Principal. | Interest. Principal. Interest.
. Rs. Rs. ‘Rs. A P Rs Re. Rs. A T
16 18 10 4 0 18 10 212 0
17 68 7 9 00 86 7 700
) 13 3| 800 13 3] 512 0
19 89 18 800 39 18 500
20 35 1] 16 00 35 10 5 00
a1 70 551 18 0 0 70 | 55| 15 0 0
22 150 30| 2¢ 00 150 30| 2012 0
28| 2,500 20 ) 388 0 0 2,500 240| 385 0 0
124 50 ¢| 11 0 50 9 8$ 00
25 100 88| 13 0 0 100 28| 11 0 0
26 130 0] 64 0 0 130 0] 4912 0
27 100 26| 21 00 100 26| 10 0 o
28 60 21 18 0 0 60 29 7 40
.29 150 68| 3¢ 0 0 150 58] 28 4 0
30 45 25 1L 0 0 45 25 8 40
»
181 130 34 40 0 O 130 34 24 12 0
32 | 262 13| 32 0 0 202 13 22 00
‘33 200 s8] 37 00 200 38| 23 8 0
34 30 18 800 3| 18 310 0
35 80 6| 45 0 0 80 6] 2012 0
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Date of Time taken Amount re-
decree. by suit, covered. Khata. REMarzs.
20th Decem- |- 6 months .. . .
ber 1928,
March 1929 8 » «« | Ra.. 80 outside | Plus Rs. 5
. court,
Jan. 1929 ., 4 , coe .e .e Execution  proceed,
. ings continuing.
July 1929 .. | 1 month ,. . e Ditto,
Jan. 1929 7 months .. .. e Ditto.
29th Novem- | 1 month .. | Rs. 136 outside | Plus Rs. 48.
ber 1927. court. . :
17th  August | » «« | Rs. 70 outside .. Decree for the balance
1925. court, has been renewed.
18th Decem- | 2 months .. . .
ber 1929, -
13th April [ 1 month .. Rs. 20 outside . For the balance exe-
1928, court, cution. proceedinga
are pending,
20th April | 9 months .. . P Execution  proceed-
1929. ings continue,
28th  March | 11 » «» | Rs.105 inside . Ditto.
1929. court,
20th Septem-| 5 , . e e ‘Ditto.
ber 1928.
29th Septem- | 5 w  ee . . Ditto,
ber 1928, -
20d February | 1 month .. . . Ditto.
19217,
17th  Decem- | ‘2 months .. .. o Execution . proceed-
ber 1929, ings mnot started as
yet.
10th May | ¢ , .. e . Proceedings continu-
. 1928, ing.
.233rd Aprill 3 ,, .. .e . Ditto.
1928, .
3let May 1928 | 4 » e . e Ditto,
4th  Decem-| 2~ ,, .. .e ve Not started as yet.
ber 1929,
'29th June 1925 { 1 month ..

Rs. 75 through
court,

Balance standing as
yet against him,

-
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VALUE OF THEE SUIT. . DECEEE A WARDED.
— Expenses -
*No. incurred. Cost.,
Principal. | Interest. Principal, Interest.
Rs. Rs] Rs. a. e, Rs. Rs.| Rs. A 2.
36 40" 30 24 0 0 40 30 11 0 o
37 53 122 21 00 53 22 15 li:l 0
38 80 10 22 0 0 38 |- 10 1314 O
89 400 200|- 88 ¢ 0 400 100 | Given  up.
R as compro-
- : ) mige.
40 100 153 25T 0 O 1,000 153 198 0 O
41 ] 700 1,800 318 0 O 700 1,100 | 268 0 O
42 74 26( 200 0 74 26{ 15 0 o
43 - 800 94 53. 0 0 300 .94 41 0 O
44 100 25 72 4 6 100 25 25 0 0
45 179 55 556 4 6 179 55 3813 ©
46 a9 20 16 0 O 39 20 6 0 O
. ( .
Total 15,990 6,002 13,904 8 6 15,990 | 4,843 | 2,556 10 O
Plus 846 ' 10

————— represents the final results of — Khatas carried to Batte Khata. Plus
‘Minus 232 . 2

curred and minus represents the net loss written off. As the interest claimed or decreeq
cslculations of Batta Khata. .
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Date of

L

Time taken Amount re. 3atta .
decree, by suit, covered. Khata. Riyangs,
]290th  June | } month .. | Re.85 through | Plus Rs. 21.
1 1925, court, :
.A29th June 1925 | 1 o .. .. . Decree renewed,
{sth Febru- | 3} monthe . . Ezecution proceed-
ary 1928, ings started.
[eth Jane 1920 5, .. | Ra. 500 outside Plus
court. Rs. 11-12.0.
{10th Septem- | 6 ,, .. [Rs. 1,351 through Plus
ber 1928. court, Rs. 94-7.0.
24th Octo-| 9 ,, .. . .. Execution  proceeds
{ her 1929, ings started.
JthMay 1929 | 4, .. . . Ditto.
23rdJulylo20 | 2, .. . . Ditto.
{18th  Japu-| 7 » .. . . To be paid in June
1 ary1930. . 1930 accordimg to
- compromise.
12th Novem- | 53 ,, .. | Re 272-13-0out-| Plus
1 ber 1929, ) side court. Ra. 38.8-6.
6th August| 2 ,, .. | Ra 65 through | Plus Re. 11,
1 1920, court. :
' Batta Khata
241} months | Ra. 3,060 | Rs. 4846
through courts.
Rs. 6,102 out- | Rs — 232
side courta.

wepresents the gain, i.e., collection figures minus the principal and expenses actually in-

i# not credited to this interest account at any stage, it is ignored altogether from the
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PART 83—MoNEY-LENDING IN LAHORE.
(By Lala Ram Lal, Bhalla, Income-iar Officer, Lahore.)

Indigenous Banking sn Lahore—It may be stated in general
that there is no indigenous banker at Lahore, now. There are
some money-lenders who occasionally purchase and sell hundis.
The number of such transactions in the case of an individual person or
a firm is very limited. The amount of money invested in this form is
very small. This business is, practically speaking, 8 monopoly of the
banks—joint stock and others. Sometimes, specially on a holiday,
cheques are discounted for eash. The number of such transactions too
is not large, though it is done by many skopkeepers who happen to
have some surplus money which could not be sent to the bank or used.
This also is not done on a large scale by persons who would come within
the purview of the word money-lenders or bankers. There are some
instances of persons who receive deposits. The depositors are, generally
speaking, widows or ladies related to the person or his friends, who de-
posit the money not with a view to use that person as a banker but
with a view to get the money invested through him safely at rates of
interest higher than what the banks pay. The usual request on the part
of the depositor to the banker is not to keep the money in deposit,
but to invest the money on his or her behalf. With such people deposits
for fixed periods are unknown. There is inflow and outflow of deposit
money, asin the case of the banks. The deposit with the so-called banker
is almost always considered to be a loan made to the banker payable
on demand.

There are no account books for keeping a record of the transactions
about receipts and withdrawals. .Loans or deposits are generally re-
ceived by the issue of pronotes. If any payment is made before tha
final settlement of a deposit or loan, it is either recorded on the back of
the pronote or a separate receipt is taken for it. Regular accounts in
book form are not kept, and there is not a person or a firm who eould
be said to be doing banking business and keeping regular accounts
based on a cash book. The reason for the disappearance of the banker
as a class consists in the competition with the post office and the bank,
all of which offer better security and a greater range for taking loans
than the indigenous banker did or ean.

Money-lending in Lahore.—Money-lending is dome on a large
scale. The centre of this trade is the Gumti Bazar which may be called
the Lombard Street for indigenous money lending. More than fificen
bankers, including some of the biggest money-lenders in the town and
the provinee, live here. Only five of them have begun to sabmit regular
accounts since the last two or three years. All the others Lave always
alieged that they do not keep any. Even the books kept by the others
are of such a recent date and are kept in such a way that it is not posa-
ble to answer some of the questions in the questionnaires. Ihave there-
fore confined myself to general remarks, based on the answers given by
them to the questions, on my knowledge of their business gained during
the assessment work for the last four years, and on their files so far as
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they help in the matter. For practical purposes these money-lenders
may be divided into two classes+—

Money-lenders.
Exploiting money-lenders.

Money-lenders I all those persons who take pronotes, bonds, ete.,
for the amount actually given on loan. The rate of interest charged
varies ordinarily from 13 per cent to ‘ paisa rupiya,’ s.e., 18} per cent.
They give loans on the security of property and ornaments and on
hundis and pronotes. Hundis are, however, not popular, because
they have got to use paper costing 1 anna and 6- pies per cent and they
run for a period. Also because it is not eustomary for the money-lenders
at Lahore to invest their money in this form. - Loans are not made for
any particular purpose, but they are mostly given to traders. About
75 per cent of the loans are given on the security of ornaments and
property. In the case of both, ordinarily, a loan of more than 50 per
cent of the value of the seocurity is not advanced. If there is any piece
of property that is to be acquired, ultimately 60 per cent. to 70 per cent
may be advanced. The general formula for estimating the value of orna-
ments is Rs. 16 per tola, and 50 per cent of the value is advaneced..
Except for some kind of ornaments, the value of gold in the form of
ornaments is taken to be less than that of bullion, because there is less
of pure gold in them. More than 50 per cent is not advanced because in
a period of about twc to three years, the principal and the interest exceed
the value of the ornament, and in quite a large number of cases pledged
ornaments are not reclaimed by their owners. Since the last two or three
years, ouly about 25 per cent of the loans are unseeured, mostly on
pronotes, because market conditions have been unfavourable, and it is
considered unsafe to lend money without security. If a borrower’s
condition is considered to be shaky and unsafe, unseeured loans are not
made. Cash oredits are not allowed. Loans made on pronotes are
given for short period of three to fonr months. Such periods are not
stated in writing. They are verbally settled. The period for which a loan
is run depends on the faith put in the borrower and the conditions of the
loan market. If on the expiry of the period for which a loan is taken,
slack season is to follow, loans are made for longer periods and on com-
paratively easier terms. If the busy season is to follow, they are made
for short periods. ~ Loans made on pronotes may occasionally be re-
newed, but the loans made on ornaments are not renewed, because
after about a year or a year and-a-half, if the prices fluctuate, there is
a fear of the loan and interest exceeding the value of the ornament itself.
Renewals are not frequently asked for from the same lender, because
the borrower or his *‘ dalal’ (through whom loans are mostly taken)
fears that a request for a renewal might shake the reputation of the
borrower or might result in 8 demand for a higher rate of interest.
Generally, an attempt is made “to return the money by taking a
loan from some other money-lender. Later on, on the expiry of the
period of this loan request for a fresh loan may be made to the first

s2
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lender ; 90 per cent. of the loans made on hundis and pronotes are
repaid in time. Of thé loans made on ornaments repayments are
often uncertain and very irregular. With a few exceptions the usual
stages for taking loans are, firstly, on pronotes, secondly on pro-
perty and, thirdly, on ornaments. - Unless it is definitely known that
the borrower possesses some unseeured property and is taking a loan
on’ the seeurity of ornaments with a view to keep it confidential, it is
ordinarily taken for granted that loan on the security of ornaments is
taken only when the borrower’s condition has become unsecure and
embarrassed. If the borrower does not pay, every effort is made to settle
the loan by sending messages through dalals or friends, by seeing
him personally, by persuading him to make the unsecured loansecure,
by mortgaging property or by giving some further security. He may
be offered an inducement in the form of the reduction of some interest
too. It is only at the last stage, when all the other methods have
failed that a suit is filed. Law courts are avoided because it is believed
that the law is so framed that it favours the borrower more than the
lender. The harassing treatment of the underlings who have often _
got to be bribed for allowing the case fo run smoothly and speedily is
a great deterrent factor in this matter. The borrowers, in addition to
the’ diffieulties that they raise through the eourt underlings, often raise
logal difficulties by denying the loan, making bogus transfers of property
and in many other ways. The total amount of eapital invested by nine
men considered in this form is estimated at about Rs. eicht lakhs.
"The return on their eapital is estimated at about 9 per cent net.

There is a set of money-lenders whom I have, for want of some
better term, called the erploiting money-lenders. Their loans are
almost entirely unproductive. - They are hardly ever made to traders
or other persons of good repute. Almost all the loans are made to
elerks, railway guards, engine drivers and others in the service of the
Government or the Railway. They are also made to persons who have .
no assets or money at present, but who are likely to inherit money or
estates on the death of some relative or when a suit is settled in their
favour. The chief characteristic of these loans is that bonds and pro-
notes are taken not for the actual sums advanced but for sums higher
than that. The total paper investments of seven monoy-lenders con-
sidered here exceed sixty lakhs. The amount noted in the bond or the
pronote in excess of the actual sum advanced is known sometimes as
¢ Khuda-ka-khauf ’. The minimum amount of “ khude-ka-khauf "
amounts to the calculation of the interest up to the date up to which
a loan is needed. Adding the same to the amount actually advanced,
.the total is noted in the bond as the amount actually advanced. In the
‘case of European and Eurasian railway guards and drivers, impecuni-
ous clerks, and rash youths and others leading extravagant lives, the
bond or pronote is taken for double the amount actually advanced.
"In the case of salaried persons, or psrsons who are already under debt,
or others where the margin of realisation is still less, there is no pro-
portion.” The basis of calculation is the fact that if the'debtor becomes
insolvent or his salary is attached such and such amount will fall
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to the lender’s,share. The amount noted in the pronote is increased.
to such an extent that the lender finds himself amply compensated for
the risk and the frouble. A few money-lenders of this type have be-
come impoveriched on account of making loans to persons from whom
nothing could be realised later on. Others have beecome exceedingly
rich and powerful. The rate of interest charged varies from 12° per cent
to 48 per cent and even higher. The loan is made gn the condition that,
if the sum actually advanced along with the interest thereon is paid on
or before the date fixed verbally for its settlement, it is only the
actual sum plus interest that will be charged. If it is not paid in
time, the entire amount noted in the paper has got to be paid.

The third class of money-lender is the Pathan money-lender with
his headquarters mostly in the Landa Bazar. He lends small sums of
money to poor people; washermen, sweepers, clerks and peons with
ittle or no credit. Loans are made in small amounts. ‘The minimum
rate of interest charged is one anna per rupee per mensem or 75 per
cent. It may go up to two annas per rupee per month or more. For
his realisations the Pathan depends almost entirely on the awe that
he does or can inspire by threatening to beat or injure his debtors.
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PART 8.—MoNEY-LENDING IN THE M1ANWALT AND Arrock DisTriors.

(By Lala Gyan Chand, B.A,, LL.B., Income-taz Officer, Campbellpur.)

The final results relating to the money-lending of twelve rural
assesseey of Mianwali and Attock for a period of five years are sum-
med up below :—

.
Total
C 1 inber?ist d ::m;
.y apital accrued an : . f
District. invested. added to Net interest. thﬁd in
' previous c;s dor
’ capital. ma.
1 2 3 4 5
Rs. Ras. Rs. Rs.
Mianwali - .e 10,561,670 1,67,010 1,43,311 56,349
Attock 12,56,558 2,07,285 1,92,340 55,789
[

2. The profit percentages are as follows :~~

Actual realiza-

tions in cash or

Rate of Net profit after .
Distriot. interest charged | allowing for all | , Kind eubof
(gross). sort of expenses. adjusted or
accrued.
Mianwali 15-88 1_3'62 5-36
Attook 16-50 15-36 4-44

8. The figures have been gathered with the greatest care, and
the data may be considered reliable, and a faithful and typical re-
presentation of the state of money-lending in these two districts.

4. The following observations may be made :—

- Capital..

(@) The capital on interest, represents practically wholly

(%) The loans are old.
(¢c) On the whole the figures do not show any appreciable des

cline in money-lending. -

“ accumulated interest “—-the original capital having
been reslized several times already.



268

Rates of inlerest .charged.

The. rates of interest, 16 and 16-50 per cent taken as an
average may not appear to be unduly high. There are
three points to be noted :—

(1) The money-lending is not altogether rural.

(2) T have not taken into account the incomie made from
malpractices. .

(8) There are additional profits derived which are not
accounted for.

Interest actually realized in cash or kind.

Conditions in both districts, especially in Mianwali, during
the last five years have not been marked by any good
harvests. Realisations increase greatly in a year of
prosperity. Thus, the percentage for the last five
years represents the minimum realisations—the realisat-
ione that were made during bad years.



PART ¢—RATES OF ISTEREST CHARGED BY AN AN
(COLLECTED FROM

RITSAR FTRM OX DIFFEREXT FORMS
RDE OF TBE FIRM BY INCOME TAX OFFICER)

OF SECURNTY FROM 1880 TO 150

THE RECO
Mort- Mort.
Yoer. matet, | Prosse. | Bt | G’ | Dicd |Anewrie] Orm- | Mok | ottt | gesas
rer. | .
3 ] ] [ (] 7 ] ] 10 n
Ra a. 2] ll.A.t: Resr| Raar| Baar| Raar| Raacr Ra ar] Raar
1565041 L1197 .. ..l o1 0 .. .. . . o12 © . . .e
156142 s .. | 334 0 .. . . . 140 . . o
1902.43 PO I 1/ I |1 00 . .. . . 120 . . .
398364 o]1920 .. .| ®11 @ . .. . .. 0os o . . .
108443 jio2n .. S I N ] v . . . 010 O e .. .
Jss.48 .]i022 .. |l 088 .. . - . o132 o . . .
152867 ] 1923 .. t.] 080 . . . . o112 0 e o .
185748 o] 192¢ .. ~l 0738 . . . . 1 00 - - -
198869 -] 1928 .. .|l o080 . . . ve 100 . . -
1889-70 ~]1028 .. ~]jl1 060 . - . . 100 e . -
15011 1927 .. .1 012 0 o - .o ve 100 - e -

103
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PART 4—RA'ES OF INTEREST CHARGED BY AN AMRITWAR ¥IRM ON DIFFERENT FORMS OF SECURITY FROM 18d0 TO 1630
{COLLECTED FROM THE RECORDS OF THE FIRM BY INCOME,.TAX OFFICER)-—CONTINUED,

Mort- Mort-
Yesl;. Sambat. Pro-note. Bond, glz,gr%f:f %:5%‘3 Aé:‘:;eg“’ gl;lll;;. lﬁ:zzl; Ba;k;f’ﬂ | Hundi,
perty. | perty.
1 2 . 3 4 5 6 7 8 9 10 11
. Bs. A, P.|Rs, A, .| Rs. A, 2| Re. .2, | Rs, A. 2. | Rs, 4. 2.| Rs. o.2.| Rs.a.2.| Rs, a.p.
1890.91 N T I wlom 6| .. . . 1 00| . . .
1891.92 .. [ 1948 .. . . . e b 090|078 . .
1802-03 .o | 1949 .. | 012 0] 080 . . . 320|076 . .
1893-94 .. | 1050 .. .| 012 0] 080 . A 320/0768 .-
189495 .. |11 .. .| 012 0] 012 0 . . . 012 0/ 0 4 6/ 078 .
1895-96 .| 1952 .. ./ 0100080 . . v 010 0| 0 6 8/ 0 7 6 .
1896-97 . | 1963 .. ° .| 012 0/ 080 . . . 012 0|/ 0 8 9/ 0 7 6 .
1897.98 .. | 1058 .. .| 0120|011 0 . . . 011 0] 0 6 6} 0 7 6 .
1804-99 .. [ 1955 .. ../ 012°0] 010 0 . . o 012 0/ 070|078 .
1899-1900 . [ 1956 .. .| 010 0] 0090 . . . 010 0] 0 6 0|l 0 7 6 .
1900-01 . | 1087 ., 1 010 0] 010 0 . - . 01 ol o 70l 01746
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PART 4—RATES OF INTEREST CHARGED BY AN AMRITSAR FIRM ON DIFFERENT FORMS OF SECURITY FROM 1860 TO 1930

(COLLECTED FROM THE RECORDS OF THE FIRM BY INCOME TAX OFFICER )—CONOLUDED,

Mort- Mort-
Year. Sambat. Pro-note. Bond. g:;g:%?f lg:;ggs?lf Aég:gfe n?::t: l;lf‘i:::l"_ Bz:’]:f" Hundi,
perty. perty.
1 2 3 4 6 6 7 8 - 9 10 1
Re. 4, 2. | Re. . 2. | Ra. A. 2, ) Ra. A. . | Rs. 4. P. | Ro, A. 2. | Ra, o. 2. | Rs, a. 2. | Ra. A, P.
1920-21 .o | 1977 .. .| 0156 0] 015 0] 012 © . 010 o[ 014 0/0 6 0] 0 7 8] 012 3
1921.22 .. 11978 .. 100|100 014 0 . 0'10 0| 013 0| 0 6 0| 0 7 6| 012 9.
102223 .o | 1979 .. .| 015 0| 014 0] 012 0 v 0 80/0120/0779;089] 0890
1923-24 .0 | 1980 .. . 1001100] 0120 . 012 0/ 1 0 0| 0 7 6] 0 7 6] 0 9 6
1024-26 .o | 1081 .. (100|100 . . 080/1001076J]076|]0100
925-26 .o | 1982 .. 0§ 013 v} 013 0 . o V80|01 0f[0T7TG6]OUTT 6] 009E6
1926-27 o083 .. ° 711001 00}]100 . 010 0| 1 00[{ 0 76| 076|086
1927-28 . 11984 .. o 1 00| 014 0] 012 0 . 080/ 0150[] 07607 6] 0389
1928-29 . | 1985 .. {1 00100} 0140 . 080|100/ 076),017¢6)0¢8¢6
1929-30 .o | 1986 .. i 100
0}100 014 0 10'0/080 100{076]076]0%7%9




NOTE L.

Estimate of the cost of Management of 15,468 Agricultural
Primary Credit Societies in 1928 -29.
Rs. (lakhs.)
(a2) Cost of Management .l .. 417
() Total cost of Sub- Tnspectors employed bv the Pun- '
jab Co-operative Union and of its office,
8.60 lakhs (figures supplied by the Punjab Co-
operative Union), less about 2 lakhs?, amount
contribhuted by the societies to the Punjab
Co-operative Union Ly way of audit. fee . 1.60
(0)  of the total amount (10.93 lakhs)* spent bv
Government upon ¢o-operation less the amount
(1.83 lakhs®) contributed to the PunJa.b Co-

operative Union .. . .. 6.07
{d) Total . . 11.84
(e) Total amount on loan a.t thn begmmnnr of fhe

year . .. .. 564S
) Percentage of (d) to (e) .. .. .. 2.10

9. If the above is approximately correct, it may be said that.
the overhead charges of the village credit society in the Punjab amount
to about 2 per cent of the amount on loan. This makes no allowance
for— .

(2) bad debts (ot corsiderable);

(i?) the cost of recovering the amount due from societies under
liquidation, which at the end of the year numbered 518
(figures not available);

(#11) the services performed honorarily by the 67,600 (round)
members of committee”;

(it) the interest charges on the amount borrowed.

8. If this estbnate is compared with the overhead charges of a
money-lender, a substantial allowance would probably bave to be
made for bad debts, and also for the cost of recovering doubtfal debts
{corresponding with (i) above). As to (i), this might be said
to eancel out against the fact that most money-lenders perform the same
services for themselves without cost. No. (iv) ean perhaps, be ignored,
sines for the most part the village money-lender works with his own
capital.

14nnual Report, Co-operative Societies, 1929 (page xxxix, column 16).

*Total amount of audit fee received by the Punjab Co-operative Union in 1928-28
from Co-operative Societies of all kinds and of all sorte was 2-39 lakhs. The amount
~<ontributed by Agricultural Credit Societies is not known and has been  taken at
two lakhs (ronghly).

SAgricaltural Credit Societies number spproxxmately 1 of the total number of
societies, but & prop.rtion of only § is taken, as Government expenditure on the con-
solidation of holdings (included in the above) is considerable.

¢4nnual Report, paragraph 6.

*Annual Report, paragraph 6. This amount is excluded because it has been
taken into ideration in (b) above.

9 Annual Report,-paragraph 18.

"Ordinarily a society has five members of the committee, all of whom work
donorarily.

"269



NOTEM. -

Land as an Investment.!

The evidence upon the return that an owner of land may expect

in the

Punjab can be summarised thus :—
(a) Ambala.~—In 1918 the Settlement Officer wrote :—

The zemindars * look upon land as the only safe investment
for their savings and so are content with a return,
which may not exceed 2 or 8 per cont.”s

(b) Hoshiarpur.—When the village of Bairampur was surveyed
it was estimated that land yielded 2} per cent net.3

() Muzaffargarh.—In 1924, the Settlement Officer noted that
ordinary wheat-growing land irrigated by both canal
and well brought a purchaser about 6 per cent.4

(d) Montgomery Colony.—In 1921, average colony land sold
at just under Rs. 400 an acre : the Colonization Officer
thought that this would yield about 4 per cent.® In
1930, Mr. W. Roberts, Managing Director of the British
Cotton Growers Association, put it at much the same
figure.

(¢) Montgomery and Shahpur Colonies.—A Deputy Registrar
of Co-operative Societies who owns land in the Shahpur
and Montgomery colonies puts the yield in both (on the
batas system) at about 5 per cent.?

() Nils Bar Colony.—The Colonization Officer stated that on a
basis of Rs. 410 (the average value of all land sold by
auction up to date) land, if given out on leass, would
yield five per oent.®

(9) Lyallpur Colony.—8. Sampuran Singh, Honora'y Secretary
of the Central Co-operative Bank, Lyallpur, stated land
yielded three per cent (taking the value of a square at
Rs. 20,000).°

18ee parsgraph 221 of the report.
SAmbala Assessmenc Report, 1918, p. 14.

*R.

L. Bhalla, an Economic Survey of Bairampur, 1922, p. 110,

¢ Muzaffargarh and Kotadw Assesemens Report, 1924, p. 9.
SPunjab Colonies Report, 1921, p. 28,

*Ev.

YEv. s, 293, 302,

SEe.

f 149,

* By, 4. 880,
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KOTE N.
Number of Marriazes in the Punjabt
. The averace annual number of marmazes that takes place in the
Punjab b calculated by Lt-Col. C. A. Gil, TMS. (late Dirertor of

Patdic Hewlih) thus, basing his ealculation vpon the Punjab Censas.
Eotums (exduding Panjab Séates) for 1911—1931 ~—

Females married—
(1) under 10 yours oi aze in 1911 .- .. 4931
@) at the age of 20 in 1921 - .. S356.830

The diference batween these two fizares, vz, 7873519, represenis
the rumber of fomales under ) mamed during the deeade.

2 In 1921 the percentage of marred fernales between 10 and 20
vears of age to total forake population was 44 ; and the number of
females of the same azes who ded duripg the deeade & S13.093, e,
approximately 10 per cent of the total fomalde deaths during the persod
(3.3%5,97%). Assuminy that 44 por cent of these S13095 fomales
were marniad, the number mamed doring the decade wil be 159.961.

S In 1921 there were $36.50 marmed fomalss wnder 30 and
1589531 andar 3. The diference— 342 154 —yepresents fomales whn
were marryd duriny the decade.

4 To ik muost be saddd—

{3) the ponder oo widows, aged 10—20 in 1921 (15.533) kess the
namber of wilows ender 10 in 1911 (3.041), ie, 12782
() Wilows ender 10 In 1921, e, 1,717,
5. Total estimate—
(1) Feanaks under ) marted dunng the decade

and alive in 1921 (parazraph 1) . |7 319

() Femnalas who did during the decade (para-
graph 2) - . 139,91

3) th;aged&)—&)mmddmm&&
eade (parazraph 3) .- . 542151
(4) Wialows under 30 in 1921 (paragcrsph 4) .. 14499
Total -« 1433933

Meoan annuil number of marrages dunng 1911—21 143333

6. As the popalation is estimated to kave inoreased by nime per
cznt sinoe 1921, the totul rambter has been talen in the repoet st
150,000,

1S5e pemagnaph 224 of the Report,

1




NOTE O.
Specimen Forms of Hundis.

1 With compliments from Messrs. Dari-Mal Ram Chand to Messrs.
Gandu Mal-Sant Rame. We draw this bundi upon ourselves for a sum
of Rs. 2,400, whose half is Rs. 1,200, the said amount being payable
t0 Messrs. Gandu Mal-Sant Ram of Amritsar after 180 days from
this day of Phagan 11%h, Sambat 1986, in Amritsar. (Sd.) Badri Mal
of Amritsar.”

2 With compliments from Messrs. Ram Chand-Ram Narain of
Amritsar to Messrs. Harnam Das-Nand Lal of Delhi. We draw this
hundi upon you for a sum of Rs. 2,400, whose one-half is Rs. 1,200, the
said sum being payable to Messrs. Pokhar Mal-Parmeshri Das of Delhi.
Please satisfy yourselves about the antecedents of the holder thereof
before making payment. Dated Amritsar, ‘Phagan 11th, 1986. (Sd.)
Ram Chand- Ram Narain of Amritsar.”
® LupHiaNa,
1st Apridl 1930.

Rs. .5,000.

91 (ninety-one) days after date without grace we jointly and severally
‘promise to pay to Messrs. Lakhi Mal-Karori Mal or their order at Ludhiana
the sum of rupees five thousand only for value received.

(1) HAZARI MAL.
(2) LAKHPATRAL

Accepted. Payable at
IMPERIAL BANK OF INDIA,
Ludhiana Branch.
(1) HAZARI MAL
(2) LAKHPATRAL.
1st April 1980.
Pay to the Imperial Bank of India or order. = =
LAKHIMAL KARORIMAL.

e

4 LupHIANA,
. 1st April 1930,
Rs. 5,000.
91 (ninety-one) days after date please pay to the Imperial Bank of
272
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India or order at their office at Lahore the sum of rupees five thousand

only for value received.
’ HAZARI MAL-LAKHPATRAL.

To Messrs. LAKHI MAL-KARORI MAL.
Commission Agents, Akbarimandi, Lakore.
v Accepted.” Payable at .
IMPERIAL BANK OF INDIA.
Lahore Branch.
LAKHIMAL-KARORIMAL,
8rd Aprid 1930,

Annns

5 LupHIANA,
1st April 1930,
Rs. 5,000.

91 (ninety-one) days after date without grace please pay to our
order at Ludhiana the sum of rupees five thousand only for value

received. _
LAKHI MAL-KARORI MAL.

To Mzssrs. HAZART MAL-LAKHPATRAL
Commission Agents, Grain Market, Ludhiana.

Accepted. Payable at
IMPERIAL BANK OF INDIA,
Ludhiana Branch
HAZARI MAL-LAKHPATRAI
1st April 1930.
Pay to the Imperial Bank of Iudia or their order.
LAKHIMAL-KARORIMAL.,

Specimen Form of Pro-note.

Drafted in favour of respected Bhai Ram Lal-Harbans Lal of
Ludhiana. Greetings from Prem Chand. Received a loan of Rs. 500
(rupees five hundred only) from you through Radha Kishan, broker.
Ratoe of interest 8 annas per cent. The amount will be paid when
demanded.

Stamp worth 4 annas.



NOTE P.
Selected Punjab Industries.
This note includes reports on the following industries :—
(1) The Lyallpur Factories (Ginning, ete.),
(2) The Iron.Foundries of Batala and Ambala (p. 279).
(8) The Sports Gear Industry of Sialkot (p. 252).

(4) The Cutlery Industry of Wazirabad, Nizamabad, and
Bhera (p. 281). N

(5) The Hardware Industry of Gujranwala (p. 287).
(6) The Handloom Weaving Industry (p. 291).
(7). Handloom Weavers (Special Village Inquiries) (p. 209).
(8) The Tanning Industry (p. 801).
(9) Village Tanners (Special Inquiry in Sialkot) (p. 302)
(10) Shoemakers—Special Village Inguiries (p. 306).
PART I.—TuEe COTTON-GINNING, QIL-MILLING, ICE-MAKING AND
Frour-MiLLING FACTORIES oF LyALLPUR.

A statement showing the amount invested in these factories is
attached. It will be observed that ice-making plants are installed,
. in three factories. In two of the three, cotton ginning and pressing
and in one, flour milling form the main industry of the factory. The
capital investment in these industries cannot therefore be treated
as separate from the total investment in the factories. The figures
relating to the ice plants and the buildings in which they are installed
have, however, been indicated separately.

Similarly oil-milling plants are installed in five factories. In
four of these, cotton-ginning and pressing, and in the fifth, flour milling,
are the main industry. The figures relating to the oil plants and
buildings in which they are installed have been given separately,
though the factories have to be considered as single units.

- No loans have been taken from the joint stock banks on account
. of capital investment, but it is estimated
Borrowed capital. that from 60 to 70 per cent of the working

capital is borrowed from them.

The amount borrowed from Mahajans is negligible. Two cotton-
ginning factories have taken small loans for short periods to meet
working expenses.

The cotton-ginning industry is also financed to a certain extent
by the middlemen, in the sense that in the first instance the middle-
men purchase all the raw cotton brought to the market and pay the
seller the price on behalf of the factory-owner, who is allowed five
days free of interest for payment.

INote (abridged and arranged) submitted by the Industrial Surveyor of Lahore.
274 .
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The commission agent charges a commission of eight annas per
cent. Failing payment on the expiry of the period of grace, the
factory-owner is required to execute a pro-note for the amount due
and to pay interest at the rate of 9 to 12 per cent. Ordinarily such
accounts are cleared at the close of the season. The middlemen
thus play an important role in the financing of the cotton-ginning
industry. There are no complaints against the dealings of the middle-
men, and their organization iy considered indispensable by the factory-
owners. : - -

The joint stock banks advance loans against. block investment

: as well as stocks, but prefer advances against
stocks. Loans against block investimnent are
made up to 20 to 30 per cent of the esti-
mated value of the property and machinery offered. Before the
slump in the cotton-ginning industry, which dates from 1926, they.
were made up to 50 per eent of value.

Loans against stock are made up to about 60 to 70 per cent of
value. If is a general complaint that the Imperial Bank of India |
does not offer the same rates and facilities to Indian firms as to English -
firms.

Joint stock banks commonly charge 9 to 12 per cent according
to the credit of the borrowing firms. ; :

The rate of interest charged by the joint stock banks and the
Mahajans for forms of business other than cotton ginning, flour mil-
ling, oil milling, and ice making do not differ.

No diffieulty is experienced in obtaining sufficient capital, though
the action of the joint stock banks in demanding greater security
since 1926 has caused some inconvenience.

* Certain other charges are levied which tend to raise the nominal
rate of interest, thus :-—

Security and rates of in-
terest.

Miscellaneous charges.

(1) Charges on account of supervision—When a joint stock
bank makes an advance against stocks, it appoints a
supervisor and a chaukidar to watch the stocks and to
gee that they do not fall short of the quantity offered as
security. The pay of the supervisor and the chaukidar,
which amounts to Rs. 50 and Rs. 18 per mensem, respect-
ively, is realized from the borrower. Several instances
were quoted in which banks, while lending money to a
number of concerns at one station, actually appointed
only one supervisor and charged all factories at the rate
of Rs. 50 per mensem on account of his salary.

(2} Correspondence charges—The expenses incurred by the
supervisor on account of correspondence with the bank
are borne by the borrower. The expenditure on this
account amounts to about Rs. 5 per mensem.

72
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{3) Inspechion charges—Some banks periodically get the pro-
perty mortgaged, inspected by their inspector. The
expenses incurred in this connexion, which eome to
about Rs. 10 to 18 are also borne by the factory-owner.
Thus, on a loan of Rs. 20,000 the interest charges come
to Rs. 150 per mensem when the rate of interest charged
is 9 per cent per anpum, and expensebonaceonnt
of supervision alone amount to Rs. 73 per mensem,
which nrtnally raises the rate of interest to about 13.5
per cent. I is, however, evident that the incidence of
these charges and their effect on the rate of interest
diminishes as the amount of loan increases.

There i3 also a general complaint that the joint stock banks
arrange amongst themselves to accept hundis only on certain firms
in a locality to the exclusion of others, with a view to charging a higher
rate of discount.

Goods are sold either to local purchasers or at the ports.

For local sales the practice is for the buyer, who is either a local

man or a representative of a foreign firm,

Sales. to seitle the price personally. Such a settle-

ment is a'ways ex-factory godown. No marketing charges arise in
such cases.

As regards selling at ports, goods are forwa-ded by .he factory-
owners themselves to the commission agents at Karachi and Bombay,
who stock them in their godowns. Factory-owners at the same time
send one of their representatives to the port to keep them informed
of the latest quotations. When the quotahon suits the factory-owner,
he instruets his representative to sell. This is done through a commis-
sion agent.

The charges involved in selling at the ports are (1) godown rent,
(2) salary of the repmentahve, and (3) commission of the agent.
Kone of these charges is considered excessive or avoidable.



. Investment Investment
on cotton. in .ﬂqur. Total
glnn:'gmand Investmént Investment lmllhnt‘g amount
Name of factory. Industries carried on. !ngtory (in- in oil-mil. in joe-mak. (lul::ltl:iv . inveated
olusive of. ling p la.nt; ing plant, of invest. : in,
investment on ment in actory.
buildings), buildings).
1 2 8 4 5 8 7
Rs. Ra. R, Ra. Ra.
Jamna Das Potdhar Cotton-gin. | Cotton-ginning and pressing .. 2,00,000 o . . 2,00,000
ning and Pressing Faotory.}
Dhenpat Mal-Jwaladas Cotton. ‘Ditto . 1,55,000 o . . 1,55,000
ginning and Prossing Faotory.
Moalik Mathra Das Cotton.ginning| Cotton-ginning and pressing, 2,17,000 16,000 196,000 . e 8,29,000
and Pressing Factory, {oe-making and ofl-milling,
Kl:f: Ram-Brij Lal Cotton-gin- | Cotton-ginning and pressing .. 1,25,000 e e . 1,25,000
g and Pressing Faotory.
Gopal Sheh.Nathu Mal Cotton. Ditto . 1,39,000 . . . 1,39,000
ginning and Pressing Factory.}
Kishan Singh-Mahn S8ingh Cot- | Cotton.ginning . 60,000 . . . 60,000
ton.ginning Factory.
Ram Mal-Lila Bhah Cotton-gin- Ditto ‘ . 22,000 e ve . 22,000
ning Factory,
' 1Cotton-ginning . . 18
Flour-milling . . 8
Tce-making - .. o 8
]

Oil-milling

Ll



Investment Investment
on cotton. in flour- Total
. ginning and Investment Investment mil:;!;g amount;
Name of factory. Industries carried on, fagzzgf'zgn | _n oil-mil. in ice-mak- (“E,lu sive investad
‘ clusive of ling plant. ing plant. of invest- i n
investment on ment in , actory.
buildings). buildings).
1 2 3 4 ] ] 7
. Ras. Rs. Rs. - Rs. Ra.
Mian Muhammad-Allah Bakhsh | Cotton.ginning and pressing, 1,35,000 30,000 20,000 . 2,35,000
Cotton-ginning and Pressing | ice-making and oil-milling. plus
Factory (Two factories). ' 50,000
Mian Mubhammad Ismail-Mauls | Cotton-ginning and oil-milling 66,000 20,000 . ' . 86,000
Bakhsh Cotton-ginning and Not working.
Pressing Factories.
Ganga Sahai Cotton-ginning and ' Cotton-ginning and pressing .. 1,25,000 . . | Not working . 1,25,000
Pressing Factory. ' ‘ .
Dhanpat Mal-Bhagwan Das Cot- | Cotton-ginning and pressing and 1,26,000 34,000 . . 1,60,000
ton-ginning and Pressing Fac- | oil-milling.
tory.
Diwan Chand Flour Mills and Ice | 1. Flour-milling ; . 40,000 10,000 75,000 1,25,000
Factory. ¢| 2, Ice-making; and
3. Oil-milling.
Ganesh Flour Mills .. | Flour-milling . ve e e . 16,00,000 16,00,000
Colony Flour Mills . Ditto ‘e . 3,560,000 3,560,000
Granp ToTaL ., 14,20,000 1,40,000 1,26,000 20,25,000 37,11,000

8L%
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PART 2.—TsE IroN FoUNDRIES OF BATALA AND AMBALA—
Batalal

There are 25 iron foundries and workshops engaged in the manu-
facture of sugarcane presses, agricultural implements and parts of
machinery. Of these, nine are located in the factories owned by
the factory proprietors, 11 are built on plots leased for long periods,
and the remaining five are situated in hired buildings. The total
amount of capital invested in these foundries (at present value)
is estimated at Rs. 8,86,825 as under :—

Rs.
Land .. .e - . .. 18,925
Buildings .e e .. 1,09,800
Machinery .. .. .. 1,84900
Capital in business, i.e., working capital. .. 1,23,200
Total .. 886,825

Of this capital, Rs. 1,02,100 is borrowed from— i

T ' Rs.

(@) Joint stock banks . . Nil
(b) Mahajans . .. 1,00,100
(c) Other sources .. Cee . 2,000

The money borrowed from Mahajans has been borrowed on the
following terms:—

(@) Security—
property ;
hundis ; -
pro-notes ; and
credit sale system.
(b) Interest rates (per annum)—
() against security of property duly mortgaged from 8%
to 15 per cent ;
(%), hundis 9 to 21 per cent ;
(127) pro-notes 12 to 21 per cent. ; and
(1) credit sale system 7} per cent.
(c) Perivd—Money is generally borrowed for the working
season, i.e., May to December.

The rates commonly charged by the bankers in connection with
other forms of business are practically the same.

The business of these foundries is certainly hampered by—
(a) difficulty in obtaining sufficient capital ;

" (b) high interest charges ; and
(c) absence of banking faeilities.

INote (arranged) submitted by the Industrial Surveyor, Amritsar.
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The joint stock banks are reported to advance loans for 3 months
only, a period which is insufficient for a foundry-owner who wants
to borrow money for the season, 4.e., at least 7 months (May to Decem-
ber)-; and for this reason, coupled with the complicated and incon-
venient routine followed by them in the advance of loans, no one
prqfers to go to a bank for borrowing money - even at a low rate
of interest, i.e., 9 to 15 per cent against 9 to 24 per cent charged by
Mahajans. '

Ambala? :
There are only two foundries in Ambala. These are the Ravi

Varma Steel Works and the Shankar Iron Works. The former will be
described first. : ‘

The factory is working for the last six years. A sum of Rs. 29,800

Ravi Varma Steal Works. has been invested in the business as detailed

below :—

o Rs.
Land and building .. . .- 5,500
Machinery . . . 5,000
Working capital . - . 19,300

Of this capital, Rs. 14,000‘has been borowed from—
v ° R RS.
(@) Joint stock banks’ . .- 6,000
(b) Mahajans . . .e Nil,
(¢) Other sources® .. .o .o 8,000

2. The money is borrowed on the following terms :—
(o) personal security of the proprietor ;
(b) the rate of interest charged by the joint stock banks is
10 per cent per annum and on that borrowed from
private sources 5 per cent. The interest paid on
deposits is also 5 per cent per annum ; and
(c) the firm has borrowed Rs. 2,000 from the bank for a period
of one year and has also been permitted by the bank to
overdraw to the extent of another sum of Rs. 4,000
when necessary. There is a limit of period as to the
money borrowed from other sources. As regards de-
posits, the firm is required to pay them on demand.
8. The rate of interest charged by joint stock banks on other
forms of business is practically the same, whereas that charged by
Mahajans ranges from 12 to 18 per cent per annum. .

1 Note (arranged) submitted by. the Industrial Surveyor,rLudhiana.'
2 Thig includes Rs. 6,000 borrowed from the father of the vroprietor and Rs, 2,000
as deposits by private individusals,
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4. (a) The firm experiences difficulty in obtaining sufficient
capital for the development of the industry. The proprietor cannot
borrow more than Rs. 6,000 from the bank without giving his property
as security.

(b) The propnetor states that the margin of proﬁt in the iron
foundry is not so great as to leave any appreciable margin of profit
after paying the high rate of interest of 10 per cent to the bank.

The factory was established in 1927 and began operations towards
the close of 1928. About Rs. 52,000 has

Shanksr Iron Works. been invested in the business as detailed
below :— .
* - Rs.
Land and building .. . 21,000
Machinery . . .. 18,000
Stock and stores e . e 18,000
No part of this has been borrowed .

The work of the firm is being hampered for want of sufficient
capital. The factory has been built to undertake Jwork on a large
scale. In order to work the plant at its-full capacity, a furthet invest-
ment of Rs. 30,000 as detailed below is considered necessary :—

Rs.
Purchase of land for godowns .. .. 5,000
Purchase of machinery - . . 5,000
Working capital o . - 20,000

The propristor states that he can borrow this amount from the
local market at 7} per cent. The rate of interest charged by the
joint stock banks is 9 per cent, and theseloans are granted for a fixed
period not exceeding six months. Heis of the opinion that the loans
granted under the Punjab Industrial Loans Act are the best means
of encouraging the industry in its early stages, and he has therefors
submitted an application for the grant of a loan of Rs. 30,000 under
the Act.

Comparison of the Foundry Industry at Batala and Ambala.

Most of the working capital invested in the industry at Batala
has been borrowed from the Mahajans at heavy rates of interest
ranging from 8§ to 21 per cent, whereas at Ambala a large amount
of capital has been invested by the proprietors and a comparatively
small amount has been borrowed. The proprietor of the Shankar
- Iron Works, Ambala City, is unwilling to borrow from joint stock,
banks for further extensions as he considers the rate of interest
charged by them (9 per cent) too high to leave a fair margin of profit.
About half the capital invested in the Ravi Steel Works, Ambala-
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Cantonment, has been bofrowed, but at much lower rates of interest
than those paid by the foundry-owners at Batala, viz., at 5 per cent
on Rs. 8,000 and at 10 per cent on Ra. 6,000.

_ The foundry industry at Batala flourishes in spite of the high
rates of interest because more than 75 per cont of the owners of the
foundries are blacksmiths who ran them themselves with the help
of their relatives and members of their families. Their standard
of living is very low, and they are content if they can earn a reasonable
living wage. At Ambala, on the other hand, the industry is organized
by capitalists who have to keep paid managers, engineers, turners,
moulders, etc. This increases their overhead charges, and, unless
they use their own money or pay a comparatively low rate of interest,
it is difficult for them to make the industry a commercial success.

PART 3.—Tar SrorTs Gesr INDUSTRY oF SianLxor.l

THe manufacture of sports goods in the Sialkot district is earried
on by thres distinct agencies, viz. :—

(a) manufatturers and dealers ;
(b) middlemen ; and
(¢) mistris, i.e., manufacturers only.

This class consists of firms who manufacture goods and deal
directly with the public. There are, however,
only three firms that are engaged in the
, manufacture of all branches of sports gear.
The rest, numbering about 25, have specialized in one or two branches,
such a3 tennis rackets, hockey sticks, football covers, cricket balls,
polo sticks, tennis, gut, and so on.

Manufacturers and dealers.

These form a very important factor in the trade and are doing
' a very large amount of business. Many are
Middlemen. insignificant, but those who are carrying
on a fairly good business are about 70 in number. They manufacture
nothing themselves, though, in their advertisements, they profess
to be manufacturers. They advertise extensively by illustrated
catalogues both in India and abroad and by sending out travelling
agents. Some have opened up branches in different parts of India
and foreign countries. They do not incur much capital expenditure.
The various articles of sports have been standardized to a great extent
in different qualities, according to the material used and their finish.
There i8 not much difference in workmanship except in the patented
articles. The majority of the workers are highly skilled. These
dealers generally keep one set of samples with them. A few keep
gome stock also. On receiving orders, some supply from their own

Note (abridged snd arranged) submitted by the Industrial Surveyor, Sislkot.
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stock, but many purchase them from the local manufacturers or got
them manufactured, according to the samples for which orders have
been received, by the mistris who work independently in their homes.
After stamping these goods with their names and qualities, they
carry out the orders. The initial investment of this class consists
of the samples made and the expenses incurred for catalogues and
advertisements.
’ These form the largest number and are the backbone of the trade.
. They number over 400, and each employs
Mintrie. several workers or apprentices to help him.
They are engaged in the manufacture of different articles, and each
has specialized in one branch or anothér. They supply articles to the
middlemen referred to above. A few, besides supplying the loeal
dealers, have begun to do inland and foreign business. They all
work in their own houses or rented buildings and book orders from the
local dealers and middlemen. This class is rapidly increasing, and
there is a cut-throat competition among them in the market. Their
- capital expenditure eonsists only of implements and tools, which do
not cost much. The working capital consists of raw material pur-
chased in varying quantities.
The total investment in this industry may be classified in round

Capital investod. : » thus :—
. . Rs. (lakhs).
Capital expenditure . . 6
Working capital . . 80
Total . . 86

Out of this, about 2 lakhs has been borrowed from joint stock banks
and 8 lakhs from Mahajans, and Rs. 15,000 has been advanced by
Government to two tennis gnt manuvfacturing firms.

The joint stock banks have advanced their loans against (i)

] immovable property, (i) bills of exchange,

hwmm“ and (sw) personal security and goodwill

They usually charge from 9 to 12 per cent,

and in very few cases only 7} per cent. No limit of time has been
fixed in any of these cases.

There is no appreciable difference between the rate of interest
charged by the joint stock banks and Mahajans from the firms or
engaged in the manufacture of sports gear and that charged from
those engaged in other forms of business. The rate of interest
depends upon the nature of the security offered. To mistris who
possess no immovable property, the banks advance nothing. The
Mahajans or other money-lenders charge them from 24 to 86 per
cent. In a few cases interest is charged up to 75 per eent, but this

has nothing to do with thenatureofmdnstry it is due fo lack of
petsomlcxedxt.
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There is great difficulty in obtaining sufficient capital, and this is
Lack of faciliti hampering business. The joint stock banks

Lack of facilities. are very cautious in advancing loans, and
advance a very small sum even against immovable property such
as houses. The money-lenders take advantage of this and wusually
charge from 18 to 24 per cent against such security, advancing up to
10 or 15 thousand rupees. .

Besides the lack of banking facilities, there is a great dearth of
facilities for foreign trade. The export trade in sports gear is increasing
every day. The People’s Bank of Northern India has no foreign
connexions and generally does not accept foreign drafts or cheques.
The Punjab National Bank has foreign connexions, but its charges
(about 8 annas per £1 on a draft or cheque) are very high as compared
with the exchange banks at Bombay. The facilities provided by the
Imperial Bank of India are only available to a limited number.

PART 4.—TuE CuTLERY INDUSTRY OF WAZIRABAD, N1ZAMABAD,
AND BHERA

. The manufacture of cutlery in the Punjab is mainly carried on at
Wazirabad, Nizamabad, and Bhera. The genéral condition of the
workers engaged in this industry is practically the rame at each
contre. A detailed account of conditions prevsiling at these places is
given below :—

" Nizamabad and Wazirabad.

‘ At Nizamabad and Wazirabad the manufacture of cuflery is
mainly carried on by Muhammadans of various castes such as Lohar, -
Kashmiri, Mochi, Barwala and Teli. A majority of the workmen are
uneducated and follow the time-worn methods of manufacture. They
are poor and indebted to local dealers and money-lenders. The amount
of debt in many individual cases racges frcm Rs. 860 to Rs. 800. The
debt is either incurred on account of expenditure in connexion
with lifigation and ceremonial purposes such as marriages, births and
deaths or for subsistence during the slack seasons. The manufacture
of cutting instruments as practised by the cottage workers does not
require a large investment.of capital and can be easily carried on with
an initial investment of Rs. 20 or Rs. 80.

This industry is the sole support of workmen who have no other
supplementary source of income. The work is carried on all the year

- round. During the rainy season in July and August the market is

dull, and the work is slack.

The industry received a severe set-back after the close of the war.

On account of dull conditions prévailing in the market, due mostly to

foreign competition, the cottage workers do not get enough work to
keep them busy for all the days in the month. On an average, they work

INote 1a1ranged) submitted by the Industrial Surveyor, Ludhiana,
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for eighteen to twenty days in the month. Their earnings are just suffi-
cient to meet the ordinary expenses of daily life and they cannot save
-much to make provision for slack season and other exigencies. The. re~
sult is that they have either to take advances from the local dealers
and factory-owners or to borrow money from the money-lending classes.

. The amount of advance taken from the factory-owner varies in an
individual case from Rs. 50 fo Rs. 80Q Almost all the skilled workmen
who work in factories as paid labourers take advances irom the factory-
owners. No-inkerest is charged on these advances by the factory-owners
as they are made with a view to binding the workmen to the factory.
Such advances are recovered by small periodical deductions from the
earnings of the workmen. Tf a workman wishes to leave the firm from
whom he has taken an advance, he is required to repay it before he
is allowed to work for another firm.

Workmen have to pay a heavy rate of interest on loans taken from
the money-lending classes. The ratie of interest varies from Re. 1-8-0
to Rs. 8 per cent per mensem according to the social status and the
oredit of the borrower. QGenerally the loans are advanced without
security, but in certain cases the residential houses of the debtors are
also held as security. The debtor receives the full amount of the loan
at the time of borrowing and no deductions are madeTrom' the principal.

A workman who has once incurred a debt can seldom free himself
from the clutches of the money-lender. He can only with great difficulty
repay the interest on the loan ; in some cases he is not even able to pay
the interest, which accumulates and is added to the amount of the prin-
cipal. If the debtor is not able to repay the loan for some time, the
money-lender files a civil suit, which in some cases leads to the attach-
ment of the property of the debtor. -

There is no arrangement for the marketing of goods manufactured
by cottage workers. They have to sell these either to local factory-
owners or to middlemen. To improve. the condition of cottage
workers, what is wanted is a series of co-operative organ‘zations to help
them to sell their goods, arrange the supply of raw material, and free
them from the clutches of money-lenders.

The majority of workers work in crowded, insanitary, dingy and
ansuitable dwellings. They are not acquainted with the prineiples of
hygiene and laws of sanitation. The atmosphere of the workshops, ese
pecially that of the grinding-rooms, is filled with fine particles of silica
and steel. The operatives are unaware of the evil consequences caused
to their lungs by theinhalation of these particles and take no precau-
tions to guard themselves against them..

There are no fixed bours of work in the factories. The workers
are generally engaged on the piece-wage system, and are at liberty to
work when they please, unless there is unusual pressura. As a rule,
they work between sunrise and sunset, and their total daily hours of
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work do not exceed eleven. The cottage workers work longer than
those employed in factories and, when there is pressure, remain busy
for fourteen hours a day.

The following table gives .a rough idea of the wages paid in
factories :—

Nature of work. e Daily wages.
Ra. .. ~ Ra A. P
1. Forgers . . . 200 to 28090
2. Grinders and polishers .. . 280 to 400
3. Ex'pert workmen who file the blades and fit
them to hafts . . . 180 oo 2 00
4. Ordinary workmen who ﬁle the blndes and ﬁt :
them to hafts 012 © to 1.40
5. Coolies employed on driving wheels . 010 0 to 014 0
6. Bellowsmen .. . .. .. 060 to 0380

‘The general condition of forgers and grinders is better than that
of the workers employed in other branches of the industry, and they
are generally free from debt.

Bhera.

The condition of workers at Bhera does not matenally differ from
that of the workers at Wazirabad and Nizamabad. They are Awan
by caste and live together in one mohalla, and are either employed
in local factories or work in their own houses They do not receive
advances from factory-owners like those at Wazirabad and Nizamabad.
Their daily earnings range between Re. 0-12-0 and Re. 1-8-0. The

industry - is their sole support, and they have no other source of
income.

They are indebted to money-lenders, the debt in individual cases
ranging from Rs. 200 fo Rs. 1,000. The debts are incurred for the same
purposes as. thoge stated in the case of the workers at Nizamabad and
Wazirabad. The rate of interest is Re. 1-9-0 to Rs. 8-2-0 per cent per
mensem. The borrower does not receive the full amount of the loan at
the time of borrowing, for two months’ interest is deducted.

Surgicai Instruments.

The manufacturers of surgical instruments are mainly Muham-
madans, the majority being Lohars, Arains and Sheikhs. They are
illiterate and receive no. regular training in their art. Their knowledge
is based on their long association with the industry. They are financially
better off than the artisans employed in the manufacture of cutlery
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at Wazirabad and Nizamabad. From enquiries made from the workers
ab Sialkot, it appears that they are not indebted to ‘money-lending
classes. When they stand in need of money for ceremonial purposes
such as marriages, births, etc.,they got advances from the factory-
owners under whom they work. No interest is charged by the factory-
owners on advances of this nature. An important feature of this in-
dustry is that the workers find work throughout the year and are seldom -
unemployed. Wages are as follows:—

- . 7
Monthly wages of
Nature of work. ak:.lled workmen.
Minimum and
mazimum, ]
Fpggmg . . . .e . . 35 to 50
Hling . 4 e . e .. 20 to 50
ening and tempering .. .. . . 35 to 50
Grinding .- . . e . 20 t 30
Sharpening .e . ve . . 35 to 50
Polishing .e .. . . . 20 to 30
Nickel-plating .. .. e e .. 25 to 30
Unskilled workmen.
Coolies . . L ee . .. | 10 annag daily.
Bellowsmen .e .. . .e v« | 2 to 6 annas daily.
Hammermen .. .. . . .. | 10 annas to Re. 1-4.0
) daily.
Apprentices . . e e .. | Re.'5 to Rs. 15 -per
- mensem.

The operatives are required to work eight or nine hours a day.
‘When they work for longer hours, they are paid overtime, which aggre-
gates about 10 to 15 per cent above their ordinary earnings. As a rule,
they do not work for more than eleven hours a day.

PART 5.—TaE HaRDWARE INDUSTRY OF GUJRANWALAL

The hardware industry of Gujranwala comprises the manufacture
of iron safes and almirabhs, aluminium hollow-ware, copper and brass-
ware and Persian-wheels. The. iron safe, almirah and aluminium
hollow-ware making industries can hardly be considered as cottage
industries as they are being run on regular organized factory lines.
The workers in these industries are, as a rule, employed on monthly
wages, but in a few cases labourers are engaged on the piece-wage
system as well. - :

_ Note (arranged) eubmitted by the Industrial Surveyor, Lahore.
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The wages of skilled workers in the iron safe and almirah making
and aluminium hollow-ware making industries range between Rs. 45 to
Rs. 90 per mensem according fo the skill and experience of the
workers. The majority of them are free from debt, but in certain cases
debts are incurred in connexion with marriages, deaths, elc. The
comparative absence of indebtedness among workers as well as among
the proprietors of small workshops is in a measure due to the fact that
the work is carried on throughout the year without a break. The
workers, though free from indebtedness as a whole, are by no means in
affluent circumstances on account of low wages and the absence of the
habit of saving. Any balance left with them after the necessities of
life are provided for goes towards expenditure on luxuries, such as in-
dulgence in costly garments and visits to cinema shows, ete. A fair pro-
portion of their income is swallowed up in gambling. In some cases
more than a third of their monthly earnings is lost in this way.

A majority of the dealers are capitalists themselves, but their
capital resources are always supplemented by the joint stock banks.
From amongst the cases examined by me, I did not come across a single
instance in which the concerns had been financed by Mahajans. This is
mainly due to the high rates of interest demanded by the Mahajans.
The joint stock banks advance money only against immovable property,
and very seldom against stocks, a difficulty which handicaps
the manufacturers considerably. The rate of interest charged
ranges between 9 .to 12 per cent, the latter being the commoner
of the two. Raw material like metal sheets and slabs is
imported from Bombay and Calcutta. The wholesale dealers
of these places generally allow thirty fo ninety days’ grace ac-
cording to the credit of the dealers for the payment of their bills,
The local wholesale dealers too allow some credit to the manu-
facturers. It is estimated that the total capital invested in the iron
safe and almirah industries at Gujranwala is about four lakhs,
and in the aluminium hollow-ware industry about one lakh.

Raw material for both the industries is imported from distant
provinces, iron and steel from Tata’s and the aluminium sheets,
which are of foreign origin, from Bombay. A few days credit is given
by Tata’s local agent to the dealers.

Finished goods of both the industries find a ready market in the
province. Iron safes and almirahs are also exported to other provinces.
The common method of advertisement and marketing is to display the
goods at the shops at Gujranwala, but of late some manufac-
turers have begun to send out commercial travellers. A
couple of firms have appomted agents in important towns such as
Lahore and Amritsar. There is a keen demand for aluminium hollow-
ware all over the provinee, and this is mostly met from Gujranwala,
where the industry has become centralized. Due to the very keen local
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<competition, the profits of the manufacturers have been reduced to a
minimum, and that may be a possible explanation of the unserupulous
methods of marketing adopted by some of the dealers. Iron
safes, which are sold by weight, are very often padded with iron
.cuttings to increase their weight. The condition of the aluminium
hollow-ware industry can be judged from the fact that, during the

- last year, two out of six factories have closed down, while another is
showing signs of failure. The rates of profits earned by the factory-
owners range between 2} and 8} per cent, whereas those in the iron
-safe making industry range between 8 and 15 per cent.

Copper and Brass-ware.

The copper- and brass-ware industry of Gujranwala is in the hands of
kaseras (dealers in utensils). Their number in the town is about 20,
and it is estimated that a capital of about 4} lakhs is invested in the
industry. The kaseras mainly finance their concerns themselves.
Loans are sometimes taken from joint stock banks, but loans from
other sources are preferred. The rate of interest charged by joint

-stock banks varies from 9 to 12 per cent, and by Mahajans from 15 to
24 per cent. '

The actual workers in the brass- and copper-ware industry are
‘thathiars, who are engaged by the kaseras for the manufacture of
these wares. Like the workers in the iron safe industry, the
:thathiars receive advances of Rs. 200.or Rs. 800 from the Kkaseras.
In case of a breach of the agreement, the thathiar is liable to refund

the balance of the advance. Very often the law courts are resorted to
for its recovery.

The thathiars are only supplied with their metal raw materials
.and are required to deliver the finished wares. To meet the expend-
iture for other materials used in the manufacture such as coal, wax,
solder, etc.,they always get a fair portion of wages, generally half,
in advance. From the cases examined, it appears that the earn-
ings of the thathiars range between Rs. 40 to Rs. 80 per mensem,
.according to the skill of the worker. The thathiars very often
take loans from sahukars to meet the expenditure in con-
nexion with social observances like marriages and deaths. The rate
-of interest charged on loans of this nature is sometimes as high as
80 per ocent. No debts are, however, incurred for productive purposes.
‘Savings are also unknown to these people. It is estimated that about
-one-fourth of the income of the thathiars is spent on drink, a habit
which is unfortunately fairly common with this class of workers.

* The utensil wares manufactured at Gujranwala are exported
to most parts of the northern Punjab by the kaseras. No -organized
.agency for the distribution of these products exists in Gujranwala, but,
. as the town is well known for these wares, retail dealers from all over
the provines pay visits to that place for their requirements. Decent

profits ranging from 6} to 12} per cent are earned by the middle-
men.
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Persian-wheels.

The making of Persian-wheels, ete., is in the hands of the workers
themselves. They do not hold large stocks either of the raw material
or of the manufactured goods. The joint stock banks and the Mahajans
do not finance them because of the absence of suitable security. - Gener-
ally the wholesale dealers in raw material like steel and galvanized-
iron sheets give out the material on credit and get the money as soon
- as the manufactured goods are disposed of. Interest is charged on
the balance of the outstanding amount at varying rates, which is some-
times as high as 15 per cent per annum. From the cases examined,
it appears that earnings average about Rs. 80 per mensem. The
‘manufactured goods are generally sold to the zemindars of the
-neighbourhood. More often the manufacturers of the goods them-

selves go to the sgriculturists to sell their wares.

Suggestions for Improcement.

It has been pomted out that there is. no organized agency for
the markeiing of the products of the Gujranwala hardware manufac-
turers. The industrialists cannot themselves undertake this huge
task partly because of the lcw rates of profits earned by them, and
partly owing to the lack of the spirit of co-operation. One way of he]pmg
them, which would be greatly appreciated, would be to hold
iniustriel fairs every year in scme imgportant town. This would
tend to bring the manufacturers into closer touch with the con-
sumers and vice versd. The average artisan is very backward, mainly
owing to his comservatism, lack of ambition and inability to
appreciate a higher standard of living. The crying need of the in--
dustrial ‘population is the provision of greater facilities for educa-
tion. - No doubt provision has been made to impart training in in-
dustrial schools, but few artisans in the hardware industry at
Gujranwala care to send their children to them. -While at home, they
are put to work much too soon in order to add to the famlly earn-
ings.

Improvement in t.he condition of the workers is not possible unless
better tools and plant are employed and an economgic sub-division of
industrial processes introduced. It has been observed that the imple-
ments used by the thathiars to-day are the same &s were used in the
eighties of the last century. There is a tendency for the establishment
of small factories which should be encouraged. The problem of in-

" debtedness among workers in these industries is a pressing one, but
no means of ameliorating - their condition have so far been found. The
general oonditions of the workers who are members of the co-operat-
ive credit societies show that workmen have not gained muchin any
direction. - The easy terms on which money is offered them are
alluring, and increased credit enables them to borrow more than they
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really need for productive purposes. A large majority of artisans
cannot take advantage of the industrial loans granted under the Punjabr
Industrial Loans Act of 1923 owing to their inability to offer adequate
gecurity. The Industries Department can help these cottage workers by
enabling workers to purchase tools and plant on the hire purchase
system. Much useful work can also be done by putting labour-saving
devices within their reach. The processes employed by metal
workers are especially susceptible of improvement. Their status
could be improved and their output increased by the establishment
of srnall auxiliary facbories employing machinery to carry out opera-
tions involving much time and labour when carried out by hand.
Some attempts in this direction have been made by a firm of iron safe
manufacturers, but a complete equipment is still lacking. Of late the
town has been eloctrified, and the use of electric motors for driving
small machines like the blowers of the thathiars should be encouraged.

PART 6. —THE HANDioou WeAvine - INDUSTRY?,
General Condition of' the Indusiry.

Indeed, when we consider how many are the handicaps under
which the weaver labours, a big measure of admiration must be con-
ceded to him. For centuries he has had to contend against a serious
lack of proper organization. Even to-day, despite the attempts which
have been made by the Industries Department to ease his path %o
greater prosperity, the weaver is still struggling against adverse econo-
mic circumstances and against inherent defects in his own industriak
gystem.

That his difficulties are not beyond remedy, however is a matter
-of faith to those industrial experts who have the welfare of this great
class at heart. The means of amelioration are surely not beyond the
capacity of the present age of enlightened production to dlSGOVel‘,‘
and that t.hey will be discovered is certain.

There have been many changes in the state of the textile as of
other industries induced by various economic factors, such as the
impetus given to production during the great war which brought into
prominence India’s need of purchasing in her own markets, and the
Swadeshi movement which arose during the non-co-operation days..
During the earlier portion of the past decade the number of handlooms
multiplied rapidly throughout the province and several handloom fac-
tories were started by private enterprise. These continued to flourish
s0 long as the original impetus lasted, but an economic reaction set ir
§ix or seven years ago, and the industry suffered a reverse from  the
return of normal conditions.

iNote submitted by the Textile Inspector, Lahore.
u2
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The opinion of the experts has become convinced that existirg
methods must undergo radical changes if the economic condition of the
“weaving classes is to be improved. A mass of evidence has accumulat-
-d, showing that there are many separate factors militating against
‘both skilled and unskilled workers, especially on account of the cor-
petition offered by the mill industry. The weaver, with his primitive
Toom, cannot compete against mass production and scientific methods
unless some steps are taken o improve the apparatus at his disposal, to
introduce new designs according to the changing taste and to evolve
4 suitable machinery for marketing his goods. -

Statistics of Weavers in the Punjab.

The census of 1921 gave the number of weavers as 353,248 and the
total number of Julahas as 578,620. In the year 1926 the Director of
Land Records estimated that the numbet of handioom weavers in the
rural areas was 192,583, and the writer’s estimate for the same year of
actual workers, both in urban and rural areas, was 192,324. Even if we
accept the most conservative of these calculations, the number remains
sufficiently high to place the handloom weaving industry among the
‘more important industries of the province.

Castes Engaged.

Almost all communities of various sub-castes, such as Mochis,
Awans, Pathang, Bhatis and Pullarwans, Arya converts called Meghs,
Dhanaks and Kohlis, Ramdasias, Kabir Panthias, Barwolas and
Chamars, carry on weaving as a cottage industry in the province. The
notion once prevalent amongst orthodox Hindus that this vocation
is a menial one has been discarded' as a result of which a number
of high-caste Hindus, such as Brahmans and Khatris and others, have
taken up this profession.

Earning Capacities.

The difference in proficiency is naturally reflected by their individual
earning capacities. In 1926 a skilled weaver used to earn from Re. 1
10 Re. 1-4-0 a day on an average, while an unskilled weaver received
from 8 annas to 10 annas daily according to the quality and nature
.of the work done. The present scale of earnings as ascertained by me
-personally during my recent tours of Ludhiana, Afnbala and Multan
has come down to 10 to 14 annas for the skilled worker, and
5 to 6 annas for the unskilled weaver.

Average Monthly Income of the Punjobi Weaver.

Thus the average monthly income of a weaver calculated according
to the above:mentioned scale comes to Rs. 20 and Rs. 18 during the
yoars 1926 and 1930, respectively. This heavy decrease in the wages
during the last few years has caused a disastrous effect on the industry
and the labour engaged init. It is very difficult %o state with any
degree of exactitude as to how long this depression will continue and
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when it will end. If we take four as being the average number of
members in a weaver's family, this income is nothing more than a bare
subsistence wage, and keeps him and his family always just on the
veorge of starvation. Accordingly, there are to be encountered ewery-
where innumerable cases of impoverishment and permanent indebted~
ness.

General Condition of the Weazer.

. The condition of the individual weaver is often one of misery.

How much of this is due to his own fault and how much to the defects
of the primitive organization of his calling is difficult to decide. It is
generally known, however, that the weaver himself is conservative,
1gnorant, illiterate and impoverished, and that he still clings to crude
and time-worn methods of production. His looms and his other im-
plements are unsoientifically cobstructed, yielding the minimum of
results for the maximum of labour. Throughout the Punjab he is.
under the dominance of the capitalist, who finances the industry and
to whom he is bound to sell his finished wares.

Supplementary Income.

In the rural paxts of the province the weaver supplements his main
income by doing odd jobs such as coolie work, by helping in the fields
during harvesting operations and by taking contracts of fruit garders.
The average extra income derived by him from such sources is small,
though even that small sum is undoubtedly welcome in many a home.
Cottage weavers also have other .ways and means~ of supplementing
their incomes for they do not restrict their activities strictly to weaving,
but during the days when the crops are being cut and garnered they
" temporarily desert their Jooms and go out into the fields to help the
peasants. In return for this, they are given various forms of remunera-
tion in kind, such as free fuel, vegetables, corn and other field produce.
Moreover, the zemindars and other more opulent rural folk often adopt
the practice of supplying the weavers with their own yarn and of paying;
for the work done on a piece-wage system. On the other hand, a weaver
residing in the urban areas solely depends for his living on this industry,
and has no other supplementary source of income. He mostly works
for Ustakars who are financed by the capitalists.

Unthrifty and Unambitious. -

Normally, the handloom weaving industry in the Punjab suffers:
from economic stress and the fendency is-to lag behind the pace of
economic development. It is an undoubted fact that weavers as a.
clags are handicapped from working on a ecommerical scale, and one
of the principal reasons for this is that their resources are very limited..
They never possess any working capital, and even in times of prosperity
they save none, for they neither feel the impulse of thrift, nor
do they realize that they can create opportunities for the promotion
of their own business interests. Times of scarcity find them helpless
and unprepared ; and, in addition, they suffer themselves to remain,
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unorganised, and even devoid of facilities for the securing of raw
material and for the disposal of their products. Temperamentally,
moreover, the weaver is slothful and easy-going and he is without ambi-
tion. He is content with his small income, and he seldom aspires to
undértake anything that will improve his status in life. He depends
for his livelihood on such business as he can secure locally without
muoch trouble.

How the Indusiry is Financed.

In the urban areas itis the sahukar who controls the industry ;
in rural areas it is the zemindar. They dictate their own terms and
thus eat up a good deal of the weaver’s profits. The weavers are un-
organized and betray a singular lack of capacity for discovering suitable
markets for their products. Consequently, they have to depend to &
very large extent upon the middleman for the sale of their goods. Their
debts preclude the possibility of their striking out for themselves in-
dependently. The capitalists and the middlemen alike are selfish and
are intent upon their own profits alone and give no assistance to the
weaver to enable the latter to become self-sapporting.

The supply of raw materials, s.., yarn, eto., is entirely in the bands
of the capitalists, who control it absolutely in each of the yarn markets
in the Punjab. Their practice is to make their purchases of foreign
yarn in the Amritsar market, and of Indian mill yarn either directly
from the mills or from Amritsar. The dealers in the provincial centres
distribute their stocks amongst the weavers either direetly or
through the petty shopkeepers, who either sell them at retail rates to
the villagers or give them on loan for a fixed period and charge interest
at the rate of 12 annas per month per cent. The tax thus levied by
middlemen at so many stages adds appreciably to the price of the yarn
before it reaches the hands of the weavers, and this factor ultimately
affects the cost of the cloth thus produced by them and renders com-
petition with mill-made fabrics almost impossible. :

To some extent the weavers who are members of the weavers’
co-operative societies are financed by the society funds ; but, as the
number of weavers in such societies bears a negligible proportion to the
total number of weavers in the Punjab, the rate of interest charged
being not very moderate, this agency, too, has not beey able to relieve
the weavers from the alutches of the capitalists to any extent.

Total Amount of Debt.

From the information collected during my recent visits to some of
the important weaving centres I can safely remark that almost each
and every weaver in the Punjab has gone under debt. The total amount
of loans mostly taken from the money-lenders by the weavers may be
estimated at not less than rupees two crores. This figure includes loans
taken either in cash or in the form of raw material by the weavers
either for productive or for non-productive purposes. If the present
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state of industry is allowed to continue for some time more, I am con-
fident the weavers will never be able to repay their debts without un-
dergoing humiliation and attachment of their properties if they happen
40 possess any. Cases of attachment among the weavers are reporied
10 be increasing every day.

It is very difficult to work out proportion of debt to income, more-
over, when they have no saving. Their monthly expenses are always
more than their income, which keeps the weavers under permanent
indebtedness.

Estimate of Expenditure.
The following statement shows. the monthly estimated consump-
{ion of a weaver’s family consisting of four members :—

Rs.

(a) Food - . .. 10
(b) Clothing ..- .. . 1
(¢) Ceremonies . .. 1
-{(d) Miscellanaous . . 1
Total .. .- 13

Rate of Interest.

The rate of interest which the weavers have to pay varies from
Re. 0-10-0 to Rs. 2 per eent per month according to the conditions in
the market, and it depends on the status of the borrower. For instance,
if a weaver borrows yarn, no interest is charged by the yarn-lender for
about a fortnight, during which time either the cost of yarn be re-
turned in cash or the manufactured article be deposited with the mer-
<hant, otherwise on the expiry of the fixed date the weaver is required
1o pay interest at the rate agreed upon mutually till the account is
settled in full.

Security for Loans.

The money-lenders do not generally give loans without security,
and charge exorbitant rates of interest. The market rate of interest.
for such loans is fixed between Re. 1 to Re. 1-9-0 per cent per month.
It is in very few cases that the borrower is able to repay the debts out
of his earnings. In the majority of cases the recoveries are made by
the creditors through the courts by attachment of security or by in-
. stalments, as the case may be.

In most cases the exact amount is received by the payee, and in
some cases the lender pays the loan after deducting the discount for
the period of contract. Loans are advanced for fixed periods or for in-
definite periods according to the desire of the borrower. The repayment
* is usually claimed on the expiry of the time in the case of the fixed
period loans. Interest is realized at intervals of three months, six
months or after one year according to the conditions settled at the
time of entering into contract by the lender and the borrower.
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Payment of Wages.

The system of payment of wages is followed differently at different
places. At certain weaving centres where the weavers weave for the
sahukars on the piece-wage system the wages are generally paid in ad-
vance, and these are finally adjusted at the complétion of the task.
In small factories' they are paid fortnightly or monthly. In certain
cases a proportion of the wage is held up by the employer. In fact,
there are no hard and fast rules with regard to the payment of wages.

Marketing of the Manufactured Goods.

The following are the few methods by means of which finished"
products are disposed of :—

(1) In the rural areas cloth is manufactured by the weavers
mainly for the local zemindars, and only the surplus is sold to-
petty shopkeepers for local disposal or for export to the adjoining.
areas. In a few eastern districts the eloth 1 Is brought to, ands old in,
the piths (weekly markets).

(2) In some cases disengaged weavers ard other persons purchase:
. cloth from the petty shopkeepers and sell it by hawking in the:
villages or at local fairs.

(8) Some grades of cloth are supplied to contractors, who secure:
orders from Government or State departments and who get their re-
quirements carried out by weavers at convenient places.

(4) In a few instances the co-operative societies are instrumental
in securing orders and in having them carried out by their members.

(5) By far the most widely prevalent method, however, is that-
which is followed by the capitalists who own shops at all the important
weaving centres in the province, and who give out work to the weavers-
on the piece-wage system and keep a large stock of cloth for export to-
places outside the province.

None of the methods described above, except in such instances as-
the co-operative societies are themselves instrumental in securing.
orders, can be admitted as sufficiently profitable irom the weavers’.
point of view. The prevailing systems send up the price of hand-woven.
cloth to such a level that there remains an altogether insufficient
margin for successful competltlon with mass - production.

Suggestions for Improcements.

A few suggestions may now be made to indicate how the way could
.be opened up to the betterment of the social and economic status of the-
Punjab weavers—

(1) Closer co-operation should be brought about between the:
workers and the middlemen, who are at present playing at cross-pur-:
poses. They should be induced to form joint co-operative societies to-
work for their mutual benefit. The weavers by producing suitable-
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fabrics, and the middlemen by placing their intelligence and their
capital at the disposal of the industry. Government may on their
part organize these societies and help them with grants of money and'’

general guidance, with technical advice and with other facilities which-
will onsure their success.

(2) Supply unions should be formed .wherever necessary in the-
province to undertake the supply of cheap and right type of raw
material through the societies. Arrangements should also be made by
these societies to store, cloth for sale on a commission basis.

(8) Sale depéts should be established at suitable places, and
agencies should be started both in and outside the province for market- -
ing of goods produced by the weavers. The cost of management of
such depbts, at least for a few years till the societies are in a position. -
to meet the full cost independently of Government support, should be
borne by Government.

(4) The rate of interest at present charged by the co-operative
gocieties should be reduced to the minimum.

(5) All Government requirements of cloth which can be woven:
on handlooms should, as far as possible, be purchased from these
stores. .

(6) A practical research laboratory should be started under the
Department of Industries, Punjab, for the purpose of making experi-
ments and bringing out the latest and commercial designs to suit the
changing taste of the people, which should be distributed to the
weavers from time to time.

(7) The burden imposed by railway freight, terminal and octroi
taxes levied on hoth the import of raw material and the export of
finished goods should be brought down to a'more reasonable level so as
to make it possible for all articles connected with the hand textile trade
to circulate into, and out of, the market at cheaper rates. ’

(8) The system of weekly markets should be extended to facili-
tate the disposal of finished products.

(9) Industrial exhibitions should be held annually at suitable
places, and on such occasions hand-woven cloth should be exhibited
both for display and sale.

(10) Facilities should be provided under the Department of In-
dustries to lease out improved looms and cther implements to the
weavers on easy instalments on the hire purchase system. This will en-
able the poor weaver to buy the latest appliances without much diffi--
culty. _

(11) Travelling demonstration parties should be organized under:
the Department of Industries for the purposes of affording technical
advice to the weavers living in the remotest villages in the province.
These parties should be entrusted with the work of leasing out im-

proved looms and other appliances to weavers on the hire purchase
system.
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(12) The rules and regulations governing the grant of loans under
-the Punjab Industrial Loans Act should be modified in acoordance with
the conditions of weavers so as to enable some of the really deserving
workers to derive the fullest possible benefit out of the generous financ-
'ia] assistance provided under the Act for the improvement of cottage

industries. The following few proposals are offered for consider-
-ation :—

(¥) Tho value of securities offered may be reduced from one and
half times to one and & quarter times ;

(%) The present rate of interest for small loans not exceeding
Rs. 500 may be reduced to the borrowing rate of Government ; and

- (4i%) Registration and other charges may either be brought down
4o the minimum, or the recipient of small loans should, if possible,
be exempted from this procedunre.



PART 7.~Hanbroow Weavens (Seeoran Vittaom inquinize)d
"TABLE L—EMPLOYMENT,

N;unblelr of N‘umliaﬁt of
amilles - families
Number of
Number of Number of who have dependent entirel
Sorial| Name of village, with families workers given up ﬁzms:: ‘onl wﬁ!om:ll:ev'e 13:,'0':’1?;: fl{ upon wemrlngly
No. tohsil and distriot, under engaged in the indus. column 8. taken to column 7 (with total
. inquiry. the industry. ta'edl:ﬂtng the industry, * t}?;?:“ "::é
he las embers
3 years, . in brackets),
1 2 3 4 5 6 1 8 [}
1 | Patehabad, Tehsil Tarn 30 36 7 7 o . 30
Taran, Distriot Amritsar, (30)
2 | Basi Ballo, Tehsil and 250 1,000 7 22 . . Not less than
Distriot Hoshiarpur., ) 200
. (1,000).
8 | Mohibpur, Tehsil Khush. 30 89 [} 24 . ‘e N"ono.’
ab, District Shahpur,
4 | Balaudhi Lalouni and 02 03 e e . e 082
Chak {n Tehsil Bamrala, (350)
District Ambala,
5 | Khanewali, Tohasil Pasrur, 40 [ 66 9 10 1 1 4
 Distriot Sialkot, (8)
Total . 412 1,284 20 63 1 1 ( 200
1,392)

Norn.—Only six weavers (all in Basi Ballo) own land Sﬂ acres),

tMvlo by Industrial Inspeotors of the Co-operative

cpartment.

N
&



TABLE II.—Bonxowma.

Amount of

Type of
Number of Amount ?(};lg:'eﬁ or:vu#gi
. r s i
S;qr;a,l Name of village. families free owed by l:v hioh has loans are Commonest rates Class of money-lenders
. een incur- of interest. dealt with.
of debt. the rest, generally
P) red for carry- taken
ing on the *
industry.
1 2 3 4 5 6 7 8
Rs. Ra, '
1 | Fatchabad .. | None . 5,905 2,305 Personal, mort- | (a) Personal security, | Co-operative society and
by 16 familics. | gage and chat- 24 per cent. . agriculturist money-
tel, (b) Ornaments, 18§ per | lenders.
cent.
(¢) Mortgage of bhouse, .
. 12 per cent.
2 | Basi Ballo .. | Not more than 20,000 15,000 Personal, mort- | (a) Personal security, | Professional money-lend-
: 5 per cent are , gage and chat- 12 to 18 per cent. ers, very occasionally ag-
\ free from debt. tel. (b) Mortgage, 10 to 12| riculturist money-lenders;
per cent. middlemen supply yarn
at Rs. 2 to 3 per bundle
. . ovor the market rate.
3 | Mohibpur . 1 7,320 925 Peraonal 87} and 12} per cent. .. | Middlemen,
4 | Salaudhi Lalouni 14 5,500 | Reliable inform- | Personal, mort- | 18§, irrespective of secur- | Co-operative society and
9 ation not avail- { gage and chat-| ity. professional money-lend-
: - able. tel. ’ ers.
5 | Khanewali e 10 5,217 2,612 Perzonal .. | Middlemen, 9 per cent, | Co-operative society and
money-lenders 184 to 374 | professional money-lend-
per cent., irrespective of | ers.
security.
Total .r . 43,942 . . .

20,842

008
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PART 8.—TrE TanNiNgG INDUSTRYI

Tanning is one of the most important industries of the province.
As would appear from the census report of 1921, there were 1,128,704
-tanners (including dependents) engaged in leather tanmng mosfly
in villages. Their volume of business, as was determined hy a special
survey in 1922, was estimated at 2} crores worth of tanned leather.
These figures rela.te to the more importa-nt centres, and not to small
-villages, which were ignored. The tanners generally live from hand to
amouth for the following reasons :—

(a) their income is very meagre ; and

(b). there is no one to finance them. The few capitalists who -
deal in boots and. shoes and who purchase tanned leather
buy their goods at very low rates and advance them
money for the purchase of raw material at high rates.

Generally the- tanning industry-is in the hands of chamars, who
are very poor. Owing to their poverty, they cannot go to any school
to learn improved methods of tanning. ~ As they are not educated, they
are not in a position to develop their business or improve their trade by
‘the study of books and journals, which contain new scientific inven-
tions and suggestions for the improvement of the industry. The.
poverty of the workers, their prejudices against the adoption of
new and improved methods, the competition of imported goods and
the lack of organization, are the main factors which are respon-
gible for the decline of the industry and the pitiable condition of
the workers. It is due to these causes that most of the chamars
(tanners) are tired of their profession and are adopting some other
ameans for earning their livelihood.

In 1928, the Punjab Government sanctioned a village tanning de-
monstration paity to give practical demonstration of the improved
methods of tanning at the very doors of the village tanners, who have
no other means of learning the latest and the seientific developments
in this trade. The object of this is to give demonstrations in
tanning leather on improved methods at one important centre in each
tehsil of every district in the province. The party stops at each place
for a period of about one month and a half. Besides giving demonstra-
‘tions, the officer-in-charge of the party visits the surrounding villages
.and explaing the objects of the party and points out to the illiterate
tanners ths defects of their system and how to remove them. The
tanners are also allowed to work and tan their own hides at the working
‘place of the party. This gives them an' insight into the new methods,
and puts them in a position to use them when the party lea,veq
“Their use produces the following improvements ;—

(1) The tanning of a lot of hides which by country methods ‘
oooupies 82 days can  be reduced to 20 days.

1Note (abridged and arranged) submitted by the Officer-in- -Charge of the Village
‘Tanmng Demonstration Party.



302

(2) The cost of raw material used in tanning one maund of hides
can be reduced from Rs. 5-10-0 to Rs. 3-5-0.

(8) The quality of the goods manufactured ean be improved
to such’ an extent that the finished leather tanned in this manner
will fetch Bs. 80 permaund as compared with Rs. 40 per maund
for the leather tanned by indigenous methoda.

But even with the adoption of improved methods, the lot of
tanners cannot be bettered unless the financial aspects of the industry
are improved and markets are found for the dispesal of finished goods.
In the Jullundur district, where the party has given demonstra-
tions, the chamars are pmctxcal]y under the influence of the Khojas,
who provide them with raw hides at high rates on the understanding
that the finished goods will be sold.tbrough them only. The chamars
bave to pay in the first instance a charge of Re. 1 per maund as
shop rent for finished goods brought to the Khojas for sale. The
leather is then disposed of by auction or some other means, but no
one comes forward to purchase the leather at a rate higher than that
offered by the person who is selected by mutual arrangement. On
top of this, the tanners are required to pay ore anna per rupee as
commission to the Khojas® society. As their financial condition is
poor, they are obliged to entrust all their business to Khojas. If
they do not agree to the price offered by the Khojas, they cannot
take their goods back without paying the commission of one anna per
rupee to the Khojas’ society. To remove these difficulties co-operative
societies shauld be formed to advance money to tanners at a reason-
able rate of interest, and to arrange for the disposal of their finished
goods. These societies should be established under the Depart-
ment of Industries, as this is the only department which can
ameliorate the condition of tanners by providing technical assistance
and arranging markets for the disposal of their goods.

PART 9.— ViLLacE Taxsers 1v S1arkor DistricT (SPECIAL INQuUIRY)h.
The inquiry was conducted in the following 10 villages, piz. :—

Tehsils. Villages.
Pasrur . .. Kulbajwa, Mundeke Berian and
Bajra. - -
Daska .. .. Koreke, Jhulke, Dhedowali and
Dhadoo.
Sialkot . .. Chaprar, Mandlianwala and
Sahowall
Families engaged in tanning .- 84
Workers—
(a) Male .. .. .. 454
() Female .. .- .. 100 (round).

1Report (abridged and arranged) made by the Industrial Surveyor, Sialkot.



Freoofdebt .. .. .. 90 families (roundy
t.e. 24 per cent.
Total debt .. .. .. 1.54 (lakbs).
Average debt per— ’
. Rs.

(a) Family .. .. 455

(b) Indebted family .. 618
Biggest debt . .. 4,000
Smallest debt .- .. 50

The women chop the bark of the kikar (Acacia arabica) and pound:
it. No one owns land. No one keeps separate business accounts.
Each family has a common purse to draw upon both for private
and business purposes. It is not therefore possible to say with any
degree of precision as to what proportion of the debt has been used for-
productive and for unproductive purposes.

Tanners generally borrow from three. sources. - The period of
repayment usually depends on the source.

The sources are—

() middlemen, i.e., Khojas known as arhiis.

(31) professional money-lenders ; and

(141) eo-operative societies.
This class has sprung up recently and has a- strong hold on the
tanners of the district. They buy raw hides-
on their own account and sell them to the
tauners on credit at 2 rate whizh is slightly higher than the prevaleni
market rate of interest.

The tanner is rejuired fo bring the tanned and finished Lides for
sale to the broker from whom he purchased them. The broker sends-
word to different customers to come and hid for the lot in the presence:
of the tanner. Each costomer bids once, in writing. The lot goes
to the highest bidder. The broker receives the amount, and, after
deducting the price of his raw hides and his commission, which 15
generally 4 annas a hide, hands over the balance to the tanner.
If the tanner does not accept the highest bid, which does not often
happen, he can bring a better customer and sell him the hides.

The maximum period for a lot of ten sold in this way is generally
a month and a half ; this may be considered the duration of the loan,.
and it is the eommonest form of loan.

- In the case of loans taken from professional money-lenders, there

. is no limit of time for repayment. The

nhm‘l money-lend- ‘money-lender prefers regular payment of his

interest to payment of the principal. The

tanners t0o are not over-ready to repay the principal, and debt once-
incurred is seldom wholly cleared.

Middlemen.
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There were two such societies in the ten villages under inquiry.
-In one place, Bajra, tehsil Pasrur, the ma-
Jority of the members were repaying the
Joans according to the instalments agreed wupon, three to four
months after receiving the loan. At Mundeke Berian, tehsil Pasrur,
the majority had failed to repay anything.

Co-operative societies.

The loans are generally taken by the tanners either by pledging
their ornaments or without any security
at all if they have credit. Though the tanners
do not own land or much immovable pro-
perty, the money-lenders or middlemen are found ready to advance
‘them considerable amounts on their personal security, the middlemen,
:in the form of raw hides.

Security and rates of in-
-terest.

The rate of interest for sums advanced against ornaments is
.generally 12 per cent per annum. Against personal security it
varies fron I8 to 36 per cent.

The middlemen charge a higher price for the hides, though pre-
-tending to sell at market rates, and also a commissioa. Together
:this comes to about 80 per cent.

Co-operative societies charge 12} per cent.

Brokerage for hides varies with their quality. Poor hides costing
-only about Rs. 5 or less are generally charged from 2 to 3 annas
per hide.
The high rate of interest and brokerage affect the industry pre-
judicially, and in the case of dealings with the middlemen nothing
_appreciable is left for the poor tanner. :

Most village tanners are unable to hold up their goods for any
‘length of time to get better prices. The few who are able are pro-
_spering. Out of 841 families in these ten villages over 100 have ceased
to tan on their own account. Nobody would advance them anything.

Formerly they were doing their own work. They now do piece-work
for others or work on daily wages. Most of them get raw hides for
‘tanning from brokers on the commission basis mentioned above.
“They have practically become their permanent clients, and cannot
leave one broker for another, They are thus forced to buy their
raw hides from the same shops and get them dearer than in the open
market. o

No one has given up the industry itself during the last three years.
The 110 families referred to above have only ceased tanning on their
.own account : they still tan and are employed by others, though not
.continuously. The number of such workers is 200. Their condition
is miserable as they do not secure work throughout the year.

In these ten villages there are twenty families (33 workers) that
_have begun to use some kind of improved appliance. The appliances
gost them about Rs. 2,000. No part of this sum has been borrowed
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In fact, only well-to-do families have taken to improved appliances.
They did this about 18 months ago. Three of these families have
put up new houses and all seem to live better.

The industry on the whole is declining. The chief cause of this
is the appearance on the market of better tanned leather prepared
by modern tanneries both Indian and foreign. The country tanned
leather is not a completely tanned stuff and is very coarse and porous.
. The village tanner has no idea of giving his.tanned leather a proper
dressing and finishing. People are taking to modern shoes and for
this only chrome tanned or Cawnpore leather can be used. Ordinary
shoes made of country tanned leather are very coarse.

For other purposes too, such as belting, harness and soles,
leather tanned by the modern tanneries is used. It is more durable,
better finished and more economical.

The charsas or buckets made of leather for drawing water from
the wells are being replaced by Persian-wheels.

Unless the village tanner changes his methods he will become
extinct. Even those who are free of debt are mostly only making a
bare living. Lacking funds, they cannot take to new methods and
appliances. : : :

The tanners in these villages belong to the Chamrang class, and
most of them only do tanning business. They are all Muhammadans,

Chamars (Hindus) or Ramdasis (Sikhs) who tan elsewhere are
generally partially engaged in agriculture, but these tanners do not
depend at all upon agriculture as a supplementary source gf income.
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TABLE I—EMPLOYMEXT.

PART 10,—SnoBwAKERS (SPBOIAL INQUIRIES).D
[ o,

¢ * Number of Number of
Numberof | Numberof | whobave Number of Pondent aps
um am who have + pendent upon
Serial| Name of village, with familiea workers en- ven up i“ﬂm :: wm?e 1:2::: i’i shoemaking
No. tahail and distriot. hnnder thmd in o i:du- column 8. taken to columa 7 (with bt:;t:l!
quiry. e industry. try during * num
ey s the last the industry. | their members
3 years. in brackets).
1 2 3 4 5 6 7 8 9
1 | Kalaswala, Tehsil Pasrur, 18 . . 1 1 15
Distriot Sialkot, (30)
8 | Lilla Bharwana, Tehsil 23 . . . . 23
Pind Dadan Khan, Dis- (127
triot Jhelum,
8| Amin and Kautall ofj ¢« 101 113 18 26 1 1 73
Tehail and District Kar- (381)
nal
Total . 138 211 18 26 3 2 109
(518

tMade by three Industrial Inspectors of the Co-operative Department.
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TADLE Il.—Bonrnowing.

Perlods for Typo of
Amount of
Number | 4 ot column ¢ whioh loans svourity o
lass of money-
Sslrinl Namoe of villago, lﬁ.’?‘f;‘." t?lwod lzy bnrro\rod for "";:I:’:l"!':;'ly lg:n‘:}:nir‘;h Oommmla’lr:l:nwl of Iondn: gnulty
) of dobs, o Tost. parrying on carrylng on gonorall, ' with,
tho ludustry. the industry. takon, Y
1 2 8 4 L] 6 7 8 9
Rs. Rs, b

3 | Kalaawala v 4 4,130 700 | About 1 month | Personal .. | Middlemen, © por cent, [ Middlemen and oo.
only as mont rofossional monoy-lond. oporative soclety,
have tholr own ors, 10 o 10 por oent
oapital. agoinst movable pro-

porty, and ogainst por.
sonnl seourlty 24 por
cont.

‘3 | Lilla Bharwana ., 1 6,500 6,600 | 8 to § months.. Do, .. | 28 per oent. v+ | Middlemen,

8 | Amin and Kutall, . 22 21,124 83,204 | 4 to 6 months | Porsonal and | 18§ per cont, «+ | Profousional and
when finished | house pro- agrioulturint
products sold, perty. monoy-lenders

and prosporous
Total e 27 81,844 10,584 shoomakors,

&



NOTE Q.

| Extract from “ Some Aspects of Co-operation in Germany, Italy
and Ireland 1922, pp. 190—91 (by M. L. Darling, 1.C.S.).

- . Tae GerMAN Postan CrrqQUE SystEM.

.

The final point to be mentioned is a system in force in Germany,
adopted from Austria and Switzerland, by which any individual, firm
or agsociation can, under certain conditions, transmit money without
limit of amount o any part of Germany for 10 pfennigs, now worth
less than i;th of a penny. All that is necessary is to Open an account
at a postal cheque office, of which there are 13 in Germany. This can
be done by making a permanent deposit of 25 marks. The account
once opened can be operated through any post office in the country.
Thus, if A at Coblenz pays in 1,000 marks at his local post office for
payment to B in Jena, who keeps his postal cheque office at Berlin,
the post office at Coblenz sends the payment card (by which the pay-

*ment is made) to Berlin. Berlin places 1,000 marks to the credit of
B, and informs him by sending him a counterfoil of the payment card.
The latter also records anything else which the pérson making the pay-
ment wishes to say, and so spares him the trouble of a separate eorn-
munication. Moreover, whoever has an account can operate it by
cheque, provided he does not draw more than 20,000 marks at once.
On each cheque the only charge is 1 pfennig for every 100 marks
drawn. Every client receives on the following morning, post free, an
extract of all entries which have been made in his account the day
before. In this way he always knows how his account stands. In
May 1918 the number of people with accounts was 205,000, and their
deposits amounted to 765 million marks. This shows its value. To
a vast country like Tndia, where banking is so imperfectly developed,
a system of this kind would be invaluable, and in making money more
fluid it would be of the greatest advantage to co-operate societies, to
whom the transfer of money is often a matter of considerable difficulty.
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NOTE R.
Agriculturist Money-lenders.

Two enquiries into the number of agriculturist money-lenders
in the Punjab have been made by the Co-operative Department,
the first in 1926-27, and the second in 1927-28. The results are sum-
marised below by Mr. C.F. Strickland, I.C.S. (retired), who, as Regi-
strar, Co-operative Societies, Punjab, initiated them both.

The 1926-27 Enquiry.

The number and importance of agriculturist money-lenders, s.e.,
money-lenders who belong to the gazetted and protected tribes, has
been a matter of speculation, and, in order to arriveat clearer knowledge,
an enquiry was carried out by the co-operative staff of the Punjab dur-
ing the cold weather of 1926-27. Co-operative employees were required,
on the occasion of a viMt to any village containing a co-operative
society, to discover by friendly enquiry the number of money-lenders
in that village who belonged to gazetted agricultural tribes. They
were also to show the number of such persons belongmg to each religion,
and to report hqw many were soldiers, military pensioners or returned
emigrants. So far as possible, information was obtained as to the
method of account keeping which was employed, i.e., in account books,
or merely in the form of documents or without any written record at
all. An attempt was'also made to discover whether an agriculturist
money-lender received by means of interest onloans a total annual
income exceeding Rs. 1,000, or less than Rs. 1,000.

For the purpose of this enquiry, a money-lender was defined as
“ a person who takes any return in ¢ash or kind for an advance given in
cash or kind.”

This investigation was carried out in 8,526 villages of the Punjab,
representing 10 per cent of the total number (84,119) of villages, and
was of approximately equal intensity in all districts of the province.
The work lasted from November 1926 to May 1927, and the average
number of villages examined in each tehsil was 31.

Agriculturist money-lenders were found in 642 (18 per cent.)
of the v1llaoes, while in 2,884 (82 per cent.) no persons of this descrip-
tion were found. The 642 villages contained 1,988 agriculturist
money-lenders, of whom 1,033 (52 per cent.) were Sikhs, 843 (42-5
per cent.) were Hindus and 110 (5-5 per cent.) were Mussalmans.
There were also two Christians. The Sikhs were most numerous in the
central Punjab, the Hindus in the south-east Punjab and in Kangra,
and the Mussalmans in the south-east and east of the province.

Agricultarist money-lenders of any relizion appear to be searce
in all parts of the western Punjab.

Soldiers and military pensioners are no more than 166, and returned
emigrants only 49,
309
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So far as has been informally ascertained, 518 agriculturist money-
matod Tacome : lenders are stated to receive an annual in-
Estima . come exceeding Rs. 1,000 from interest alone,
while 1,475 earn less than Rs. 1,000. The proportion of persons with
8 high income from this source is largest in Gurgaon, Hissar, Rohtak,
Lahore and Lyallpur, followed by Ferozepore, Jullundur and Ludhiana.
The debt owed to these persons by the members of co-operative

societies amounts to Rs. 18,33,000. Hissar stands first with Rs. 8}
lakhs owed to 50 agriculturists, but the next highest debt, that of

"Rs. 2,380,000 in Jullundur, is owed to 200 persons, while in Kangra a

sum of only Rs. 41,000 is owed to 236 agriculturist money-lenders.
There are indications that, where the practice of money-lending is least
common among agriculturists, the few persons who have adopted this
course enjoy the advantage of a scarcity 1n the market.

The evidence that one in 20 of the agriculturist money-lenders is a
Mussalman is surprising. It indicates that
Mussalman Money-lenders. 3, 4}, respect, as 1 others, the Mussalman'
is moving, whether bis movement be regarded as progressive or retro-
grade. If an examination of 8,526 villages (10 per cent of the whole
province) revealed 110 Mussalmans, and if this -percentage is sufficient
on which to base an inference, there will be more than a thousand
Mussalmans of the agricultural gazetted tribes occupied in this business,
in addition to the non-agricultural Khojas and the wandering Pathans,
who, though nominally agrieyltural, are ordinarily visitors from outside
our boundaries. The new venture is not the monopoly of any tribe.
So far as could be ascertained, 85 are Rajputs, 29 Awans, 17 Jats,
11 Arains, 9 Sayyeds, 3 Pathans, 2 Kambohs, 2 Dhunds, 1 butcher and
1 bhishti ; 26 of the Awans were found in a single village in the Attock
district. They are alleged to make a regular business of lending money
on mortgage, and it is possible that they should be excluded from the
class of money-lenders. If they are included, it is probable that some
hundreds, and perhaps thousands, of mortgagees in the western Punjab
are also money-lenders in this sense. The investigator who dealt
with these 26 men desisted from classifying others elsewhere in the
same category on account of his doubt as to their real definition.
They do net receive interest in cash, but take a share of the produce
of the mortgaged property in kind. The doubt as to their status arises
only from the fact that they regularly apply all their spare money in
this manner, and their regularity and persistence, and the fact that a
failure to deliver the full dues of the mortgagee may lead to the execu-
tion of a new mortgage for the arrears, may be held to constitute
business. After Attock the Mussalman money-lender is most frequent
in Hoshiarpur (22), Jullundur (18), Sialkot (11), Ambala (8) ‘and Gurgaon
(7). Except in Attock, all take interest in cash, at rates ranging from
15 to 50 per cent.
With the exception of two persons in Attock, and of one retired
wilitary officer in the Shabpur district, who
Account Books, lends through the local bania, all keep accounts
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in some form or other. In the majority of cases one or more
bahis (account books) are maintained, but a few deal only in bonds or
pro-notes, on which entries of interest are made. These transactions
not infrequently end in a mortgage, and interest is also sometimes
taken in kind. Curious cases are the following :—

One Muslim Jat woman in Sialkot eonducts an independent busi-
ness by means of pro-notes ; a Sayyed in Karnal does not take interest,
but draws up a bond in each case for an amount exceeding the actual
loan ; and two Sayyeds in the eastern Punjab, who pay income-tax o}
‘a three-figure amount, are reported to derive a large part of their
profits from dealing in passports. '

The butcher in the Rohtak district and the bhishiti in Gurgaon
keep account books. So also do the two Christians in Hoshiarpur.

In fact, the most striking result of this investigation is perhaps
she discovery that accounts of some kind are almost universally kept.
A further enquiry into the fullness of these accounts, and into the
capacity of the money-lenders themselves to write them, will be useful
and instructive. Out of 1,988 agriculturist money-lenders, 1,526
keep one or more bahis, 432 use only bonds or pro-notes and 32 are
stated to have no written record at all. Some of these have replaced
their unsecured loans by mortgages, and no longer need accounts
other than the revenue papers. Evidently the indigent money-lender,
who ekes out a precarious existence by petty loans and Iacks an in-
telligible record of his dealings, is practically non-existent amongst
agriculturists, and, since literacy is less rare in the non-agricultural,
than in the agricultural, classes, the helpless illiterate money-lender
may be regarded as an ornamental myth.

" The 192728 Enquiry.

In the earlier enquiry 10 per cent of the villages of the province
were examined, and the investigation was extended to every district
except Simla. The process has now been continued, ard a further
total of 4,400 vi'lages has been visited. The percentage to which the
combined figures now relate is 23 per cent of all the villages in the pro-
vince, and affords a basis for somewhat less tentative conclusions
than on the former occasion.

Out of nearly 8,000 villages examined. 83 per cent appear to con-
tain no money-lender of an agricultural tribel (they may of course
contain non-agricalturists). The other 17 per cent., or 1,890 villages,
produced 4,340 agriculturists of this profession, of whom 49 per cent
are Hindus, 45 per cent Sikhs and 6 per cent Muslims. Two Christians
were also discovered. The Sikhs naturally predominate in the central
Punjab, the Hindus in the Ambala division and Kangra and the
Muslims are most strongly refresented in Rohtak and Jullandur, fol-
lowed by Ambala, Hoshiarpur and Hissar. [Eight districts in the Rawal-

1Agricultorist mortgagees are not inchuded.
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pindi and Multan .divisions are entirely free from this new class of
creditors since mortgages, which are common there, were excluded from
recioning. It is instructive, however, to note, as pointed out in the
account of the former enquiry, that tbere must be not less than 1,000
Mushim agriculturist money-lenders in the province. Muslim non-
agriculturists no doubt also exist, the Khojas in particular being well
known. : -

[ J -

The number of money-lending women and children was recorded
in 1927, but was omitted on the present accasion since they Lad proved
to be insignificant. Soldiers and pensioners are only 829, and returned
emigrants 71.

In the first year it was asked whether the -agriculturist
money-lender kept books, and, if so, in
what form. The answer, after local
discussion in each case, was that accounts of some kind were invariably
kept, whether in full or in the form of endorsements and memoranda on
the back of pro-notes and other documents, and this led to the state-
ment that illiterate money-lenders are a myth. In the second year
a question as to literacy was specifically put, and it appears that 56
per cent are illiterate in the sense that they cannot keep their own ac-
counts in any script or language. Clearly, therefore, unless one of these
two conclusions is incorrect, the accounts of the illiterate men are writ-
ten by others. The wide scope of the enquiry makes the first alternative
unlikely. Since the persons concerned are agriculturists, and the
transactions of agricultural lenders, who do not often maintain a shop,
are probably not of the daily frequency or in the petty sums which
will be acceptable to a shopkeeper or a man who has no agricultural
business, the last suggestion may to a large “extent be correct, viz.,
that the accounts of the illiterate lenders are written by any member
of the family, perhaps a child, who is able to do so, or even by a
friend or a non-agriculturist shopkeeper ! It should be remembered that
occasional loans at interest, and all loans without interest, were excluded
from the definition of money-lending, and we are dealing only with
‘men who practise lending at interest as a business.

Accounts.



NOTEIS.
The Agriculturist Mortgagee.

The figures in statement 9 (table IITY! show that, in the five .
years ending 1929, 76 per cent of. the total
area ‘mortgaged with possession was mort:

- gaged to, agricultural tribes as against 61

per cent in the five years ending 1900. They show further that the

percentage rose immediately after the passing of the Land Alienation

Act, and has been almost constant since.

2. The following figures show that the agriculturist mortgagee -
has congiderably increased his advances in

the last 10 years. .

Area mortgaged to Agri-
cultaral Tribes,

Increase in Advances by—
{a) Agriculturist Mortgagee.

Amount of mortgage debt due to agricultural tribes—~

District, At Iast sottle- At last settle-
- ment but one. ment.
(Date of settlement in brackets.)
. Rs. (lakha). Rs. (lakhs).

Jhang b6 (1905-06) 17 (1925.26) ¢
"Mianwali (excluding Isa Khel tebsil) .. 16 (1906-07) 57 (1926-27)
Muzaffargarh .. 224 27

Dera Ghazi Khan 16 (1898-99) 29 (1918-19)
Multan , 9 (1894.95) 133 (1919-20)
Mo;:ltgiohnfery (Dipalpur and Pakpattan 13 (1897) 4} (1920-21)
Gujrat (Phalia tehsil) 3 (1915-16) 9 (1924-25)

With one exception (Muzaffargarh), the following figures show
that the increage in the case of the non-

gag’gfm"gm“nmt Mort-  agriculturist mortgagee has mnot been so
rapid :— :

Distrio, At last settlo- At last sottle-

ment but one, ment.

) (Date of settlement in brackets,)

A Rs, (lakbs). Rs. (lakhs).
Dora Ghazi Khan . 33 (1808-99) 36 (1918-19)
Muzafiargath .. ve 46 (1903-04) 66 (1923-24)
Muoltan .. 68 51394-95) 68 (1919-20)
Gujrat (Phalia tehail) 9 (1015-16) 11 (192485)

ip, 337,
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8, The percentage of total mortgage debt advanced by agricul-
Porcontago of Mortgage turel tribes at the last seitlement varied
Dobt advanced by Agr!cu%- greatly from district to district. In Ambala,
tural Tribos, Mianwali and Gujranwala the variation is only

from 78 to 78, and the average is 75 per cent. In the other areas it
" 18 a8 follows :—

. Percentage of total mort-

District. gage debt due to agri-
cultural tribes.

Gujrat (Phalia tehsil) . o 48
Dera Ghazi Khan . . 45
Montgomery ‘(Dipalpur and Pakpattan

tehsils) . . .o 41
Muzaffargarh and Jheng (excluding canal

‘colony area and Chiniot tehsil) . 29
Multan . . . 17

These figures suggest that the agriculturist mortgagee advances
much less in the western and south-western Punjab than elsewhere.
To this Mianwali is an exception. From the figures given in the next
paragraph it appears that it is the Mianwali tehsil, rather than the
distriet, that is the exception.

4. The amount advanced by agriculturist and non—aériculturist.
mortgagees for the areas where the agricul-

AAﬂmo;an’ . ‘dgxﬁ“d 81:_{ turist mortgagee is strongest may be com-
culturist an on-agri- —
culturist Mortgagecs. . pared thus :-

[ . ‘
AMOUNT OF MORTGAGE DEBT DUB A
THE LAST SETTLEMEXT TO

Agrioulturists, Non-agrioulturists.

Ras. (lakhs). Rs, (Iakhs).
Ambala .. . . . n - 84

Gujranwala . . . 56 16
Midinwcu (Mlanwaliand Bbakkar tobsils) .. 57 17

8o far es these figures go, they show that in some districts the
agriculturist mortgagee advances much more than the non-agrioul-
turist.

5. An attempt may be made to gauge whether tge agriculturist
mortgagee advances a higher proportion

.dl‘:::g%tlo‘? °2’:?.?3,X,‘;¥f& of the value of the land mortgaged than the
and Non-agriculturists, com- pon-agriculturist. This is best done by com-
pured, paring the amount adyanced by both in terms
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[ 4
of lanirevenua. Land revenune proviles a good basis, sinee it is assessed
upon agricalinral yiell, and yield to a large extent determines value.
The following fizures express the dobt as a multiple of the land revenue
assessed upon the land under mortgage at the last settlement in each
fase :—

A NMYLYIPLE OF YRR LASD
REVESTR OF THX LAYD NORYGACKD
~ Dintrict (wnless otherwice stated).
By agri- By nom-agri-
turists. cultwrists.
Ambals (197-19) .. . . % 57
Jullwadwr (1914-15) .. . . 117 o
‘ 13— . - 63 1
Gumat (191314) .. . . 9% 5
Phalia tehsil (1924-25) . . 49 3
Dera Ghazi Khan (1913-19) - . *s 89
Mukan (1919-20) - .n . 50 58
Saxwval tehsl (1936270 . . 201 156
Bhakiar tchsil (1926) . - 87 %0
Leinh tehsil . . -}, T 80
ABpar telsil - . - 50 §8
Pakpattan tehsil - . . " 3
Dipalpmr tched . - . 6 64

It has already been shown that with the exeeption of the Mian-
wak tehsil, the non-agriculturist 1s in a stronger position than the agri-
culturist in the western and south-western Punjab. These figures show
that in that area he tends to advance more than the agriculiunst,
but in the Ambala, Jullundur Gujranwala and Mianwali tehsils the
cootrary is the case.

"Excinding Sedet Man villagea.




NOTE T.
The Timber Trade and its Finance.*

1. General.—Timber is imported into the Punjab plains from
the forests of the Himalayas by rivers to sales depdts situated where
the rivers cross the North-Western Railway.

2. Kinds and uses of timber.—The species dealt with are—

Deodar, in the form of logs, railway sleepers and scantlings, for
the general market for use in buildings and construc-
tion ;

Kail, ma.mly in the form of scantlings, for the general market,
and only occasionally for railway sleepers. Some logs
are imported and are used for making match splints by
the Mahalakshmi Match Factory, Shahdara (Sir Daya
Kishan Kaul and Sons) ;

Chir, in the form of sleepers, which are creosoted by the North
Western Railway at Dhilwan, and in the form of scantl
ings, for construction of zemindars’ houses ; and

Fir, as for chir,

About half of the deodar, chir and fir sawn timber which enters
the Punjab is used by the railway in the form of broad, gauge aleepers

8. Sources of supply—

Trans-border States ; ' :
Notth-West Frontier Provmce Forests (Government)
Kashmir ;

Government forests and States of PunJab proper ; and
United Provinces.

4. Quantities, in cubic feet, all species (roughly)—

‘Scantlings .. Jhelum river .« 2,900,000
Chenab river .. 2,700000
Ravi river .. 500,000
Sutlej river .. 1,000,000
Beas river - .. 600,000
Jumna river 4,000,000

Imports by rail from Umted
Provinces beyond Jagadhri. Unknown.

Logs .. North-West Frontier Pro-
vinee (large stocks in

hand) .. . 500,000

Jhelum tiver .. 700,000

Chenab river .. 100,000

Sutlej, Ravi and Beas rivers 25,000

*The mnote was kindly written for the commitfee by Mr. H. M Glover
Oonservator of Forests, Easterd Circle, Punjab,’
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5. Value—
~ Lakhs of rupees.
Scantlings .. .e . .o 1,56
Logs .. . o . 14
) Total . 1,70

6. Agencies.—Government undertakes extraction to sales depdts
on the Sutlej and Beas, in the North-West Frontier Province and in the
Murree Hills, and sells timber on forward contract to the North-Western
Railway and by epen auction to general public and by arrangement to
the Irrigation Department. Also by forward sale to the Match Factory
(sma.ll) Balance. Traders cut timber in the Himalayas and import
by river to the plains; sell on forward contra.ct to railways and auction
to general market.

7. Finance.—(a) Government forests worked departmentally
are financed out of ordinary budget provision. Labour is obtained
through small contractors for felling, sawing, carriage, floating and .
rafting on separate contract for each operation. Sales by auction
on arrival at sales depdts, 10 per cent realized at auction and "balance
before timber is removed from dep6t. :

Purchasers at auctions are—

(a) retailers and small wholesale dealers ;
(b) individual users; and
(¢) commission agents.
(b) Timber traders.—Traders purchase standing trees, and use petty
contractors in the manner described under {a) for Government works.

Capital investment.—A part payment for trees is- made at the
beginning of work and the balance is realized periodically, the whole
being paid by the time the sawn timber passes beyond the control of
the owner of the forests. Thus a purchaser does not have to invest
the whole of his capital at the beginning of the operation. Timber
cut in one year often cannot reach the sales depdt that year both on
account of the remoteness of the forests . and owing to the fact that
timber ean be floated only at certain periods of the year.

Consequently a large amount of capital ; probably 50 per cent
to 75 per cent of the whole annual expendlture, is locked wp and
realized one year later.

8. Ru¥sks.~Labour comes from 4 dlsta.nce, and receives in a.d-
vance from six months to one year’s cash earnings : it has to be fed
.in the forest, and food consumed is booked as a subsequent advance.

ﬁ".l.‘he figures are only approximate.
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Labourers run from one contractor to another, and often are per-
manently indebted to the trader. If a trader at any time fails to
obtain a fresh lot of trees, the advances are usually irrecoverable in
cash as resort to the courts secures only a decree which helps little
as the labourers rarely have property other than in land. The system
is aotually to the advantage of the traders as the sawyer's wages are
oontrolled when he is a]ways in debt.

Floods.—It & flood ocours when timber is in transit, not only does
the timber get scattered, with consequent additional expense and delay
in salvage, but a large proportion is lost. Averags flood risks may be
taken at 5 per cent to 10 per cent., but in 1928 and 1929 exceptional
floods swept away much timber on the Chenab and Jhelum rivers.

Thefts.—In the West Punjab much timber is stolenin transit—
average risk 5 per cent; in the Fast Punjab thefts are only ocoa-
sional.

9. The timber trader.—In the Eastern Punjab and most of the
United Provinoes the timber trade is in the hands of the Sudhs, a com.
munity which originated at Garli in the Kangra District and is es-
tablished at Simla. These men keep shops, as well as indulge in timber
operations. Thoy are a close fraternity, and to a large extent finance
one another’s transactions. Some years ago I was told that they
advanoe money to one another at 6 per cent.

* » » . .

Trans-border States contractors.—Trans-border States, notably
Swat, Dir and Amb and lately Chitral have sold much timber. Political
oconditions led to traders being able to work only through local agents.
Thefts from the river in trans-border States and in Afghanistan render-
ed the operation risky; as a consequence the price paid for the trees
in the forest was only 5 per ocent to 10 per cent of that paid in Go-
vernment forests in the Punjab and in Kashmir,

10. Payments by the North-Western Railway.—The North Western
Railway makes no advance payments for supplies, and pays only on
delivery of the sleepers on railway- premises. The North-Western
Railway purchases in 1928-29 amounted to 76 lakhs of rupees and in
1929-80 to 58 lakhs.

11.  Ezport.—The sleopers for the North-Western Railway are pur-
ohased on behalf of the north-western group of railways, and no rail-
way makes purchases other than through the North-Western ‘Rail-
way.

Iron sleepers are supplanting wooden sleepers on many lines, and
the price of deodar sleepers is falling.

On the other hand the use of wooden sleepers of inferior species
ia inoreasing owing to the employment by the North-Western Railway
of a oreosoting plant at Dhilwap which deals with 700,000 slecpers
annually.
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Little timber is exported beyond the provinee (apart from Sukkur
and Delhi) on account of the high cost of extraction and rail freight.

12. Saturation of the Punjab market.—The state of the harvests
has a great effect on the market ; after bad harvests the demand for
timber drops, and prices fall heavily.

After good harvests the zemindar builds, and particularly after
a good cotton harvest with high prices for cotton, he repairs and ex-
tends his houses.

The demand of the Punjab colonies is, I think, increasing, though
not so rapidly as might be expected.

This variability in the market demand is difficult to foresee omne
or two years ahead when trees are purchased, and furnishes an
unknown, and somewhat speculative, risk.

The demand for timber for roofing beams has decreased since the
war owing to ~competition by the rolled-steel beam, and the wuse of
iron is increasing in towns.



NOTE U.

Court of Wards Estates (Summary of Information given by
Managers).

1. Rales o_f Interest for advances by estates—

(a) On mortgage without possession.—Kalabagh (Mianwali)
charges 6 to 9 per cent.

Drek (Atfock) —Rs. 10,000 advanced at 12} per cent.
Tarkhanwala (Shahpur).— Rs. 18,254 advanced to two land-
owners at 8 per cent.

Mamdot {Ferozepore}.—-5.73 lakhs advanced on the security
of land and house property at 4} to 9 per cent.

(b) On mortgage with possession—
Tarkhanwala.—Rs. 8,992 advanced : net produce for the
8 years ending 1929 bas been Rs. 800 per annum,
i.e., about 9 per cent. .
Mitha Tiwana (Shahpur).—Rs. 48,280 advanced: the
average return in the same three yearsis just over
8 per cent.

2. Rates of Interest pasd by estates—

Sixteen estates in debt: commonest rates 6 to 8 per cent
lowest 8, highest 24: over 12 and below 6 per cent
uncommon. Six estates owe a lakh or more: two more
between half a lakh and a lakh.

8. Net Profit—

Mamdot.—5-73 lakhs on loan (see above): in three years the
net average return per annum was Rs. 11,702, <.e., only
2 per cent.

Kalabagh—Rs. 1-76 lakhs on loan, part of it without interest ;

a profit of Rs. 19 was made in 1927, and in 1928 and
1929 a loss of Rs. 5,801 was incurred.

4. Bad Debts— h
Kalabegh.—In 8 years bad debts of Rs. 9,499 were mcurred
though part of the amount on loan (1°76 lakhs) was
secured.
5. Unseoured Money-lending—

Kalabagh is the only estate that does any considerable unsecured
money-lending business; on its unsecured loans it
charges up to 18} per cent.

820
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6. Punctual Repayment—
Only 10 per cent of those who borrow from the Kalabagh estate
repay their loans punctually. On the other hand, in the
case of Mamdot, whose loans are all secured, 95 per cent

are said to repay punctually.
7. Proportion of value advanced—
(?) Land.—Tarkhanwala advances up to §, Mamdotup to %

and Kalabagh up to 3.
(2) House property—Mamdot advances up to .



NOTE V.

Financing of Piece-goods Trade (by Lala Asa Nand. MA.,
Income-tax Officer, Amritsar).

The piece-goods trade falls into thres categories :—
(¥) Foreign goods,
() Indian Mills .Cloth.

(1) Goods woven locally out of foreign yarn (hand-looms
products). '

As the financing of each to some extent varies, they will be
dealt with separately,
(1) Foreign goods.
This trade is oarried on either by import offices or by the re.
presentatives of the foreign manufaoturing firms.

™ The import office oconstitutes the first link in the ochain which
connoots the producer of the goods with the distant oconsumer.
He starts with his own oapital and is backed by a bank doing exchange
business to the extent that it allows him to overdraw drafts and to
pay for goods indented by him within a ocertain specified limit which is
generally fixed according to his financial reputation. The procedure
adopted is that the importer books orders for his customers, the
foreign manufacturer sends these goods to the importer through the
exchange bank, with whom they keep lying in the godown, to be re-
Yoased by the customers by making direot payments to the bank or
through the importer, either piecemeal, i.s., ench- bale taken out at
one tims, or for the whole consignment at once. Generally the former
method is adopted so that the sale-proceeds of one package are utilized
in taking delivery of the other. If each consignment i3 thus safoly
oleared off, the importer has very little to loss and requires & very
little capital to work with. But if he happens to come across a finan-
cially unsound oustomer who fails to olear off the goods booked for
him, either because he anticipates losses or is short of fund. the im-
. porter is forced to take delivery himsolt.. The swmount of capital
thus required by him depends on the possibility of trading with
such bad customers. Otherwise although he starts the cycle of trads,
he needs very little to give it a first push, Commonly it is found that
the importer starts with some oapital of his own whioh is further suj -
plemented by borrowings on hundis or bank credit. But where he
oombines the business of a whole-sale dealer also with that of a
commission agent, then he needs a larger ocapital to run his show.

Some importers, with large oapital in their hands and not content
with the small eonamission charges, have introduced the system what
they call in local slang * giving goods on free-delivery.’ Such importers
take delivery themselves of the goods, booked on behalf of their clients,
piscemeal or all at onos, by making payment to the bank, and hand
over the same to their customers on credit who pay the price generally
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when the sale-proceeds are realised. Interest is charged by the im-
porter at a rate varying from 7 per cent to 12 per cent. The whole-
sale trader requires, under such circumstances, very little- capital
to run his business. He is, in other words, only a salesman of the
importer with the addition that profits or losses are his. He pays the
proceads to the importer who hands the foreign goods at his door.
If he (customer) on account of heavy losses loses his financial position
and applies for insolvency, it is the importer who is hard hit. The
system, in fact, has introduced in the market a spirit of reckless busi-
ness involving pure speculation and is mostly responsible for recent.
crises in the trade here.

. Representatives—When the foreign manufacturer keeps his re-
presentative here for sale of goods, the said representative books cus-
tomer’s order who are supposed to deal directly with the bank, i..,
take delivery of the goods by making payments. The representative’s
business is only to see that the customer is finaneially sound and the
contingencies of his refusing to take delivery do not arise. Under
such oircumstances the wholesale trader has to employ his own eapital,.
the extent of which is measured by the vastness of his business activities.
The number of such representatives of the manufacturing firms is in-
creasing as it saves the middle man’s or the importer’s profit and in
course of time it is likely to oust the latter institution.

The wholesale dealer whether working through the importer or

- with his own capital constitutes a reservoir which feeds the retailer

here or abroad in the province—this place being admittedly the distri-
buting centre of all manufactured goods, "particularly the piece-good
for northern India. -

Between the wholesale and the Mofussil retail dealer there is
an intermediate class of arhtis, or commission agents. They play an
important part in the distribution of goods combining the business of
banking with that of commission. They have very little to do with
the joint stock banks they mostly own some capital of their own and
partly resort to borrowing on Hundis or receiving deposits; and in some
cases they work on the credit and accommodation afforded to them by
the wholesale traders. The retail dealer here or abroad comes to them.
With what little money he has with him, the commission agent buys
goods for him from the wholesale dealers on credit of 15 to 80 days
beyond which he has to pay interest at the moderate rate of 6 per eent.
per annum. ' :

- Tne retail dealer pays the arhit his commission charges plus
interest at the rate of 9 per cent for.goods taken on credit. It has
been sometimes found that the retail dealer works with no capital of
his own, but hé buys all goods on credit through the agency of
the commission agent and pays off when he has disposed them
off. The recent crisis was greatly due to this class of people who
with no capital of their own trigd their luck with large purchases and.
with a view to effect payment to keep up their credit, disposed of their

x2
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goods even at a loss losing money themselves and making others to
lose, who under stress of competition had to keep pace with them.

But an ordinary retail dealer has to start with some capital of
his own which may be either his past saving or parental inheritance.
In the first few years borrowing may be out of question and the com-
mission agent may also be of very little utility. These facilities can
only be enjoyed after one has established his credit.

Commission agent is the chief factor in supplying goods to the
trader abroad in tbe province, whether wholesaler or retailer. He
affords the facility of easy payments to them and it is commonly found
that the muffasil trader comes to the extent of working only with
the commission agent’s advances. The cycle of trade thus starts with
the importer and ends with the distant retail dealer or hawker in vil-
lages.

(i) Indian Mills Cloth.

Procedure in the case of Indian Mill-made goods is the same, ex-
cept with a slight difference in the initial stages. The Mill-owner
either keeps his own depdt or directly sells to the whloesale dealer on
credit of 15 to 80 days ; or he appionts an agent whom he supplies his
goods on free delivery system ; which means that the agent (generally
a firm), can pay for the goods when sold or after a ‘ muddat’ of 15 to
80 days. In each case certain amount of security has to be deposited
with the mill by the agent’s firm and the amount bears interest of
about 6 per cent.  After the goods have come in the hands of whole-
sale dealers the commission agent steps in to take it to the door of the
retailer.

. ('i'i'is Handloom products {with foreign yarn).

Trade of third category is not of much importance. These sem-
manufacturers who are generally few are themselves wholesale dealers.
They sell their goods directly to the local retailer on credit of some days
or on cash payment and to Arhiis or customers abroad.

Banking Agencies.—Having described at some length the proce-
dare how trade is carried on it is worth while to discuss the various
banking agencies that finance the trade and the part they play.

Ezchange Banks.—Exchange banks deal with the importer or the
wholesale dealer. They warehouse the goods of the foreign manu-
facturer and open a ‘ loan-account * with the importer or the wholesale
dealer, which means that they afford the facilities of allowing the mer-
chant to release his' goods by making piecemeal payments. The
bank of course makes payments to the foreign manufacturer for goods
imported up to a limit which varies with the financial position of the
importer and the amount of business that he commonly does. Beyond
this the exchange bank seldom advances money to finance any scheme of
business. : )
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Joint Stock Banks.—They very seldom do exchange business.
They have got branches in India and deal inlocal remittances, or
open running accounts, take deposits, lend money either against the
security of goods (taken in their godown) or landed property and in
some cases give credit facilities upto a certain limit to men of sound
financial position. Truly speaking, they are no better than the ordinary
Sahukars and they seldom help to findnce manufacturing schemes,

Bankers—There are a few banking concerns which can strictly
be said to be doing ‘ Banking business.” Otherwise all shop keepers
having spare capital lend money when rate of interest suits them.
They lend on Hundis generally to arhiis (described above) and in
some cases to wholesale dealer or a few retailers.

Degpositors.—Various types of people constitute this class—

(1) Salaried persons making small savings.

(2) Rural money-lenders having spare capital.

(3) Minors inheriting cash from their parents.

(4) Widows and other females having petty savings.

They make no sound diserimination in making their deposits,
and they go in where they trust which faith or trust is based on ties

of certain relationship, or reputation of the banker, arhti, wholesale
or retail dealer.

On such deposits most of the business particularly of arhiis is
run.



STATEMENT No. 1.

NUMBER AND VALUE OF MONEY ORLERS, VALUE PAYAELE PARCELS AXD

INSURED ARTICLES IS£UED AKD PAID IN THE PUNJAB ASND IN
PUNJAB STATES}

MO¥EY OxDERS (0F AL Kivps), | VALUR-TAYABLZ

»ARCELS, INscRED ARTIOLRS,
Tasued. Paid.
N Numbes.| Valne, [Numbes.| Value.
[Nomber.| Valve. [Kumber.| Value. ,
1 2 3 4 5 [ 7 8 9
Lakhs. ai Rs. | Lakbs. RBs. | Lakhs, Rs. | Lakhs. Ras.
khs). (1skbs), (lakbs). (lakbs).
. 1926.27.. ] 22.62 735 | 32.18 13| 10.19 142 4.23] 1,
1927.28 .. 31.50 s00 | 36.29 Looo | 10.66 147 4.30 1,113
1928-29 .. 32.74 823 | 36.89 1,030 10.79 143 3.38 | 1,159
Average annual value {or the three years of— B;,(l;khs.)
; «(a) jesued .. .. .. 189
G vimppe i A
(u yable articles .. .o . ..
A Insured articles . .o . .. L1168
verage annual excess in value of money orders paid over money
orders issued .. .. paid .. .. 192
Aversge value of each— B;’
. (o) issued .. v .
() Money order .. () naid .. .. - O
(#4) Insured article 281

1Except Patisle, Nabls, Jind, Chambe (which bave tbeir own post offices) sad
Babawalpur,
STATEMENT No. 2.

GOLD AND SILVER COIN AKD BULLION—VALUE OF NET IMPORTS ISTO
INDIA AXD THE PUNJAB AXD DELHL

Year. Indis. Ponjab snd Delhi.
Lakbs, Lakbs,
1019-20 . e . 6456 438
1920-21 . .. v 852 497
1921-22 .. .. .o 1,223 -71
192223 . e e 5975 .
1923-24 .o ve . 4,788 .o
1924-25 . .. . 9400 .
1925-26 .o ’ .o ve 5,198 ve
1928-27 s, e .. 3,921 .
1927-28 . .. .o 3,194 .o
1928-29 . . .e 3,097 P
Total .. e 44,110 .

Note~Owing to the discontinuance of the report on the Internal Trade of the
Punjab in 1023, figures for the Funjab are not available sfter 1921-22, ¥or the thres
ears 1620-22, which include one deficit year, imports of tzeasure into the Punjab and
Mamwno.lwmzawmmmm On the same Lasis imports
iniotboPunjsblortbomrymendinglmﬁvmummwovuum The
figures for the North-West Frontier Province bave been exclnded, but not those for Delbi,
because Delhi is an important distributing eentre for the southern Punjub.
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DAY FOINY STOCK BANKS WORKING IN YHE PUNIAB WITH A PATIy

TP CAFITAL AXD RESERVE OF AY LEASY OXE LAXH (EXCLUDING

THE ALITASCE RAXX CF SIWLA)

humhm.m ;.:uun._..nu.u».uuu

iy
i 1| ..Tn,m‘aam..wwm.m.m ‘BERE
zhmm&dmwm 1. iuu a ‘u a uuu u:u_‘..uJ
m_‘.‘nmﬂgmmmmmmmmw
o mﬂrﬁim nm s 8 B ® B 3 % 8 3 8 3
:.- ,.W,.m .i:, 4 = @ ®» e & $ = =z &H &
.m ) T L e
382 8 88 938 48814

*Fzmwes sz sxuilodie Sor anly 19 bania.



- 828

Compare the following figures for ten English Joint Stock Banh.‘
Percentage of—

. Per cent.
(a) Paid up capital and reserve (£134 millions)® to Deposits
(£ 1,858 millions)® . . . .
{b) Cash Balance (£ 311 millions)® to Deposits .’ .
Indian Joint Stock Banks with a Capital and Reserve of at least one lakh.*
Per cent,
Percentage of— -
(a) Paid up capital and reserve to deposits . . 19
(b) Cash balances to deposits . . .. 12.8

The figures for four Ezchange Banks—Chartered Bank of India, National Bank of
_India, Mercantile Bank of India and Eastern Bank® are as follows :— )

1 2 3 4 5 6
. Percentage Percentage of
Paid-up . of column Cash column (5)
Year. capital ad | Depoits. (2) to co- Balances. | to column
reserve. lumn (3). (3).
£ (000’s £(000’s £(000’s
omitted). omitted). omitted).
‘1928 . 15,875 97,703 i 16.3 14,267 " 14.6
1929 .e 15,980 95,286 16.8 13,485 14.1

-

Barclays, Lloyds, Midland, Nat. Provincial, Westminster, Coutts, Glyn Mills,
Martins, District and Williams Deacon’s.

2Economsst, 1st February 1930, page 273.

81bid, 25th Janua;'y 1930, page 167.

‘»'Staﬁatl'cal Tables relating to Banks in India, 1927, page 2.
5Indian Finance, May 3, 1930, page 314.

Norr,—Figures for Alliance Bank of Simla have been exolnded as the Bank tra.ns-
{erred ite headqusrfars to Ca.loutta in 1922 and failed in 1923.
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STATEMENT No. 4,

INDIAN JOINT STOCK BANKS WORKING IN THE PUNJAB WITH A PAID-
UP CAPITAL OF LESS THAN A LAKH.

Percent-

Amount age of Percent-

Number | of paid- paid-up Cash age of
Year. of up capital | Deposita. | ~capital | g 7.0 o cash
Banks. and and * [balances to
regerve. reserve to deposits.
" deposits.
1 2 - 3 4 5 6 7
Res. Rs. | Per cent. Rs. Per cent.
(lakhs).. | (lakhs).’ (lakhs).

1918 ) p) 0.62 2.17 % |, 0.20 13
1919 . 4 0.67 1.57 43 0.24 16
1920 . 4 0.79 2.21 36 0.24 1
1921 .. 5 1.01 2.92 35 0.59 20
1922 . 4 1.08 4.09 26 0.63 16
1923 .. 6 1.81 4.84 38 0.90 19
1924 . 6 2.00 4.89 41 1,19 2%
1925 . 8 2.03 4.03 50 1.13 28
1926 - 1 1.60 2.56 62 0.72 28
1927 . 7 1.69 4.02 42 0.88 22
1928 . 6 1.14 3.97 29 0.76 19

Nore.—In the ten years ending 1929, 24 banks of this class have failed. In the
three years 1924-28 fourteen failed, ten after less than two years’ existence. Figures

for most of the banks that failed have not been included sinoe they were not readily

available.



830

FTATLMENT No. 6,

RETURN OF CAPITAL EMPLOYED, INTEREST EARNED AND BAD DEBTS
INCURRED 1IN 1027.28 BY URBAN MONEY-LENDERS AND BANKERS
ABRESSED TO INCOME-TAX IN THE PUNJAB IN 1928.20 (THE ARSESS.
MENT OF 1928-29 IS BASED UPON THE INCOME OF 1927.28),

PART I—Unpax MONBY-LENDEES,

Number
i which
in whic!
Total Income
Serin] N [ emnttiols | pad trom | e’
n . employe money.
No. Distrlot, monsy- in debts, londing b",d :°:'
lendern, monery- aotunl] mined
londing. tased, | o\ appl
cation i
fiat rate.
1 2 8 4 5 (] 1
Rs, IRs, Rs,
. (lakhlz. (lskbs).
1 | Oujranwals N . 54 [ 40,700 317 .
2 | Bheikhupura . 10 4 4,050 029 .
3 | Bialkot .o 128 45 8,722 401 86
4 | Lyalipur L e 160 88 e 872 50
8 | Montgomery . 35 Ncﬁ avail. 6,400 1-62 .
alle.
6 | Muzafiargarh .. 6 3 Nil. 0-33 2
7 | Dera Ghazf Khan .. 14 ' 413 080 2
8 | Multan (town and 22 10 7,408 111 2
Cantonment),
0 | Multan (other townn) 14 ki 4,207 N2 2
10 | Gurdaspur . 13 3 777 040 .
11 | Kangra . 3 1 . 008 2
12 | Verozepore 210 ki e 6:75 .
13 | Jullundur . 6l 20 3,153 1-89 59
14 | Hoshiarpur . 38 16 9,670 1-56 30
18 { Ludhians . 146 34 10,927 301 2
16 | Bimla . 88 16 | 1,158,000 1:46 1
17| Ambala . 38 15 8,620 1-37 12
18 | Karna] . o8 -80 33,208 2:51 3
19 | Hisar . L] 47 6,870 361 8
20 | Robtak o 123 82 .o 401 ]
21 | Gurgaon v 37 10 . 075 1
22 | Onjrat v 43 24 . 2-83 20
23 | Jhelum . 68 12 3,383 [ 1-32 23
24 | Sargodha o 161 73 20,000 480 12.
25 | Jhang . 92 30 15,350 2:33 17
26 | Rawalpind{ (city and 11 24 1,17 334 7.4
Cuantonment).
27 | Rawalpindi ~ (other ., 14 1 e 018 e
towns),
28 | Mianwall . 84 75 . 1-87 17
29 | Attock .e 74 18 .o 1.83 32
30 | Inhore . 90 74 30,683 8- 90 11
81 | Amritsar . 185 48 46,420 7-44 ]
Total .. 2,292 923 | 8,73,601 79-27 411




P.

Total Income

Sexial Number Capisal from
o Towmn, of esploved Bad debin | boaking
Bankern, im actaalty

Baaking. tamed.

3 4 [ 3 [ ]
N Rs (akhs) By | Bx ekie)
Cujranwals 1 1-68 I 10
Wezmbed 1 -3 55 ol
EHafisabad 1 * 3D p.1 ot
Saket 2 1-4 3y o
Feroamrpare 4 [ 2] - o2
Somia 4 *35- 9% pY | oun
Ambela 3 | Notawailabie 5963 [ 241
Lakare 4 o 40,362 >
Amwitear 17 | Noi available 1332 [ 2+
- Yotal .. 3» 101-36 S1L.319 >
Perontaze of the imcome-taxed to the total capital emplaved.
Urkan momey-Jenders - -« 8
2Bankers .. .. -« 3§

*The ingairy sh that for special enly Ba. 12,000 were carned im 122728
on 50 ont &’ﬂf’iiﬂ?g'i}mi Mrw
Eggrg Por ccmit againt 6-4 per ocmt yiclded by the 8

Ximrtocn out of the 50 lakhs were borrowed.
ﬂr?rg;rﬂrﬂggigi

lil .ltulr

2H the 58 ks referved o above in coamection with Simla baakeas & excleded the
percestaze wouid e 5.9,

§Towns e which the total capital emmioved is mot known bave beem exciad
Norx—Theae & mo banker in any other towns of the Ponjeh.
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STATEMENT No. 6.

ETURN OF CAPITAL EMPLOYED AND INTEREST EARNED IN 192728 BY
RURAL MONEY-LENDERS ASSESSED TO INCOME-TAX IN THE

THE INCOME OF 1927-28).

S BASED UPON

Number of
- cages in
hich assesa«
. Income w p
Total capital able in.
Serial District, an;‘:g;eery_of employed fr(il;lzggey- come had to
No. lendors, | ETORY- | actually | be detel
taxed. the applica-
tion of a
flat rate.
1 2 3 4 5 6
Rs. (lakhs), | Rs. (lakhs).
1 | Gujranwala . 125 37 5-23 35
2 | Sheikhupura . 97 28 3-94 46
3 | Sialkot .. . 297 106 704 285
4 | Lyallpur . 285 37 5-60 219
6 | Multan .. . 81 50 570 18
6 | Muzaffargarh . 88 21 2-56 39
7 | Dera Ghazi Khan .. 39 11 1-28 20
8 | Montgomery . 330 85 9-80 260
9 | Gurdaspur .. 144 33 562 25
10 | Kangra .. e 67 10 1-76 2
11 | Ferozepore . 430 90 13-4 [® 345
12 | Amritsar . 169 39 6-13 44
13 | Jullundur . 324 23 2:98 299
14 | Hoshiarpar . 114 10 1-65 92
16 | Ludhiana . 155 25 3-69 3
16 | Simla .. . 2 3 ~0-02 .
17 | Ambala .. .- 85 T 23 297 62
18 { Karnal ..- . 507 120 17-64 222
19 | Hissar .. . 347 71 11-70 188
20 | Rohtak .. .. 562 147 13-25 475
21 | Gurgaon .. . 458 73 7-25 360
22 | Gujrat .. . 178 34 505 134
23 | Jbelum . . 88 18 2:65 61
24 | Sargodha .. 32 68 »10-71 313
26 | Jhang .. e 197 41 563 166
26 | Rawalpindi .. 68 13 1-90 52
27} Attock .. . 85 14 1-88 21
28 | Mianwali .. 185 38 541 93
29 | Lahore .. . 163 41 7-356 7
1otal . 3,998 - 1,3064 169-70 3,912
Per cent.

Percentage of the inoome taxed to the total capital employed. .. 13
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STATEMENT No. 7. .
NUMBER OF POST OFFICES IN THE PUNJAB AND IN PUNJAB STAT ES.*

Number of Number of offices Number of offices
Year. offices in exist- | doing Savings Bank | doihg cash certifi-
ence. work. cate work.
1 -2 3 4

1912-13 . 2,475 616 .

1917-18 . 2,506 645 608 (Ist April 1917
when certifi.-
cates first issus
ed).

1922.23 .. 2,886 686 662

1927.28 .. 3,078 792 726 (736 on 1Ist

: . January 1930).
ComPARE THE UNITED PROVINOES,
1928-29 .e 2,646 1,754 .

*Except Patiala, Nabha, Jind:,“ Chamba (which have their.

Bahawalpur,

-

STATEMENT No. 8.

POST OFFICE SAVINGS BANK ACCOUNTS IN THE PUNJAB AND IN
PUNJAB STATES.}

own post offices) and

PART 1.
BALANCE AT THE
END OF THE YEAR
DEPOSITORS, AT THN GREDIT OF DX- AvVERAGE Baraxce,
POSITORS.
Year.
i Lite-
. . . . Lite- Illite- rate
Literate. | Illiterate. | Literate. | Illiterate. rato. cate. | and illi-
terate,
1 2(a) 2 (b) 3 (a) 3 (b) 4 (q) 4 (k) 4(c}
Rupees Rupees Ras. Rs.
(Lakhs). | (Lakns).
1912-13 .. 110,370 7,925 147.16 9.16 133 116 132
1917-18 .. 128,708 9,240 163.93 7.71 127 83 124
1922-23 .. 167,794 10,519 216.75 13.06 129 124 129
1927-28 .. | * 236,177 16,162 382,06 13.79 162 85 167

¢ Except Patiala, Nabha, Chamba (which have their

walpur.

own post offices) and Baha--

Note.—~Interest is payable at 3 per cent. 1927-28. Average deposit for whole-
of India excluding Punjab=122,
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PART I
MUHAMMADAN DEPOSITORS.

. Balance at their Depositors who do
Year. Depositors. credit. not take interest,
1 2 3 4
Rupees (lakhs).
1917-18 - - 24,599 22.53 765
1927-28 | sss2 61.47 : 237
PART IIIL.

PERCENTAGE OF DEPOSITORS TO PoPULATION IN 1927-28.

Punjab and  United Pro-
Punjab States.* Linces.

Per cent.
Percentage of—
(@) Depositors to total popu-
lation - 1.1 0.6
- 4

(b) Muhammadan depositors to

tiotal Mnha.mmadan popula-

tion . . 0.5 ..

Note.~—In 1921 Muhammadans formed 53 per eent of the total population of the
area concerned in the Punjab.

*Excluding Patiala, Jind, Nabha, Chamba (which bave their own post offices) and
Bahawalpue,
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STATEMENT No. 9.

AGRICULTURAL MORTGAGES WITH POSSESSION AND MORTGAGE DEBT.
TABLE I—AREA.

1 2 3 4
- Cultivated ares Percen of
Year. . Total oultivated under mort- eolumnm%eco
area. gage. to column 2.
Aocres (millions)® | Acres { millions)®
1899 ., . . 23.98 2.84 11.8
1909 .. oo .. 26.67 3.18 11.9
1919 .. .e .. 29.05 , . 3.18 10.9
1929 ., .e - 2973 3.18 10.7
TABLE IIL.—DEBT.

Net increase in usufructuary ) .
mortgage debt (i.e., mortgage Rural top"P;!::Q“
money advanced less mortgage :&B:s v :m&e it
money discharged). : m ts).

Rs.
For the ten years ending— (arores.)* . Millions.
1899 . . 9.95 . 18.00 (1901)¢
1909 - - 5.06 17.8  (1911)
1919 . . 10.42 18.5  (1921)¢
- 1931 . . - 28.75 20.12 (1929F
or ive yoars -
1924 . endmg—.-. 10.53
1929 . . 18.22
Tolal mortgags dabt of the Punjab.
Crorea.?
1891 . . 7.83 (Including the North-
) ‘West Frontier and
Delhi districts.)
1921 . . 36.40°

t Land Revenue Administration Report, 1899, Statement V, column 14 and ibid :
1909, 1919 and 1929. Statement II.

8 Ibid, 1899, Statement XI, column 8 ; and 1909, 1919 and 1929, Statement XXVII,
column 2, :

» Ibid, 1890 to 1901, Statement X-A, column 20—25, 1909 to 1929, Statement
XXIV, columns 1116 ; and Land Alienation Act Reports, 1902 to 1908, Statement L

¢ Census Report.

5 On 3'at December 1929 the estimated total population was 22.61 mi'lions  (Infor-
mation cupplied by the Health Department.) Tn 1921 rural population was 89 per cent
of the whole. The same percentage has been applied to the figure for 1929,

¢ Land Revenss Administration Rsport, 1921, page 18,

¥ Note on Land Transfer and Agricultural Indebiedness in India, page 45,
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The following figures will illustrate the increase in mortgage

debt* :—
Last Settle- Last

ment but one, Settlement.
District (unless otherwise stated). (Date of settle- | (Date of settle-

: ment in- ment ip

brackets). brackets).

Rs. (lakhs). Rs. (lakhs).
Ambala (excluding Naraingarh) 33 (1886) 110 (1917—19)

Multan

Muzafiargarh ..

Dera Ghazi Khan

Mianwali (ext::luding Isa Khel)

Attock

Jhang (excluding canal colony area and Chiniot) .,

-
Montgomery (Dipalpur and Pakpatten)
Gujranwala and Wazirabad tehsils

Hafizabad tehsil .

71 (1894-95)
69 (1903-04)
48 (1898-99)
29 (1906.07)
4 (1901—06)
45 (1905-06)
6 (1897)

8 (1913)

0.13 (1905)

81 (1919-20)
93 (1923-24}
65 (1918-19)
74 (1926.27).
9 (192527,
50 (1925-26)
11 (1920-21)
65 (1923—25).

74 (1024

*The figares given have been tuken from Assessment Regports. .

The net increase in mortgage debt (excluding the Frontier and

Delhi distriets) from 1892 to 1921 (both years inclusive) was 26.20
crores. If this is added to the figure for 1891 and if allowance is made-
for the inclusion in the latter figures for the present North-West
Frontier Provinee, total mortgage debt in 1921 would be less than 83 _
crores, whereas it was ascertained to be 86.40 crores. This suggests
that the figures given in Table II do not exaggerate the increase in
mortgage debt. Total mortgage debt in 1929 may therefore be calcu-
lated by adding the increase since 1921, viz., 28.50 crores to the figure
for 1921. This gives a total of 62.90 or, say, 63 crores.
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STATEMENT No. 9—cONTINUED.
TABLE IIL
Arex mortgaged to Agricultural Tribest,

Percentage to total -
area mortgaged.

During the five years anding—

19002 .. e 61
- 1909 . .. . 75
1914 .. e e 75
1919 . . . 76
1924 . . .. 79
1929 .. .. .. 76

Note—~TIn 1929 members of non-agricultural tribes owned 3.3 million acres of
cultivated land, representing 13 per cent of the total cultivated ares, excluding shamilas,
village abads, and Government property.* : ’

TABLE IV.
Total area mortgaged during the year to—
-
Acres (000s) Acres (000s)
Year ending September
1925 .. . 269 79
1926 . . . 286 ' 92
1027 . . . 266 8l
1928 . . . 218 93
1020 .. . . 233 87
Average for the five years ending 1029.. 272 86

1Land Revenue Adminssiration Reports, Statement XXVII, columns 9 and 10.
#Year in which the Land Alienation Act was pagsed ; it came into force {n 1901,

%In these five years 38:5 per cent ef the mortgaged area was mortgaged to money-.
lenders (Land Revenue Administration Report, 1800, page 25).

4Land Repenue Administration Report, Statement ITI, column 7.
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STATEMENT No. 9—CONTINUED.

TABLE V.
et oall Rt odeletry
.B'::nu of the the ':‘n.'dne.
- Re. Rs.
Average of ten yoars ending—
1919 . . . 87 140
1929 . . . 127 262
Year ending September—
09 . . . 97 127
1920 . . . 131 199
1921 . . - 136 245
1022 . . . 122 203
1023 - . . 138 bl
1924 - . . 127 m
1925 . . . 127 300
1926 . . . 127 . 301
1027 . . . 129 267
1028 . e ee 115 273
1029 . . .- 18 245

In 1929 mortgage money as expressed above was 22 per cent higher than in 1919
and salo price 94 per cent, If the last two decades are compared, the correspondin®
peroentages are 46 and 87,

SLand Revewne Adminisiration Report, Statement XXVII, ocluma 8.
1bid., Statement XXVI, column 9.




192122

192333
102394

192425
1935-25
1926-97
192733
1923-29
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STATENENT No. 9—CONCLUDED.
TABLE VL
Condilion of Harveils.
Faveurahle except in Gurgaon, Hissar and prices
high ~
Guod ; big drop in pricos {except for cotton).
Favourabls ; prices (except for ootton) lower than in
any year in the decade ending 1928-29,
Normal ; prices rising.
Poor (exocept for cotton). Prices still rising higher.
Good ; prices falling.
Poor ; prices (except for cotton) falling.

Unfavourable ; prices falling (wheat was 3 per cent
above normal, but gram was below and fertile area
24 per cent).

STATEMENT No. 10.

PCRCHASRE AND CCLTIVATION OF LAND IN THE XEW CANAL COLOXIES

BY RESIDKXTS OF THE PUNJAR.

Canal Colomies Amount paid and M'_I_“_:hd-
realinod. last 3 or 4 yoarn.
Lakhs, Aores.
Punjab . . 353 400,000*
(1st October 1924 to | (3} yoars, NiE Bar
30ch Sepiember 1929). only)
Bahawalpar State? . . 63 - 170,000
(1ot April 1926 to 1st 3 yoars).
March 1830).
Bikaner Stase? - - 190 160,000
L 1933-24 to 1938-39). (4 yoars).
Total . 641 T,000
 Punjab Colony Reporta.

* Estimsated by the Colonization Qdicer, Nili Ber Colony.
3 Figures kindly supplied by the Revenwe Commissioners of the States concerned.

2



1. Net increase in number of societicg—
1925 . - . . . 1,470
1926 R . .o .o 1,202
1927 . .. ve .. 1,897
. 1928 . . .e 993
1929 .. T e Ce. .. 1,041
2. Net increase in membership— '
1925 .. .. e 45,948.
1926 .. .. .. 88,585
1927 .. 48,020.
1928 .. 42,176
. - 1929 .. .. .. 41,381
8. Number of Agricultural Credit Societies on the 81st July :—
1924 e .. . .. .9435
1929 .. - 15,463
TABLE IL .
OsiEcTs oF LOANS MADE BY CO-OPERATIVE SOCIETIES
IN TaE Pungasd
Approximate percentage in five years ending 1929, -
1. Cattle .o . . . 18.55
2. Fodder .. . . 2.44
8. Seed . .. .. . 1.4
4. Implements . . .88
5. Carts o 1.04
6. Rent . 19
7. Revenue .. .. . 1.95
8. Grain .. .. . 6.3
9. Debt . .. .. 21.75
10. Wells .. . - . 1.56
11. Land Improvement .. . . 1.21
12. Lahd Cultivation .- . . 1.56.
18. Land Redemption .. . . 2.1
14. Land Lease . . . 1.01
15. Land Mortgage .- .. 1.14
16. Land Purchase . . 6.75
17, Building .. . . 2.2
18, Education .. .. . . .68
19. Trade .. .- oo . 18.01
20. Ceremouies o . 6.1
21. Litigation -, .23
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STATEMENT No. 11.
- TABLE I.

Growth of Agrieubiural Credit Societies (unlimited).

page 20,

1See- Report on the ‘Working of Co-ope

ralive Societies in the Punjab, 1929,; '



STATEMENT No. 11.—coNTinuss,
TABLE IIL - )
STATEMENT OF SAVINGS BY CO-OPERATORS IN THE 10 YEARS ENDING 1924,

" paleory Deposits, .. !

DxposrTs oF
NuMBER OF | SHARES AND PROFITS. REsnrvE. .
MEMBERS, (RUPEES IN LAKES). | (RUPEES IN LARHS). I "d”"‘g";g‘l Mem- Non-Members.
" Claaa of Societies. . . (Rupees l'n.la khs). (Rupees in lakhs).
-4 7
E 1919. 1929, 1919. 1929, 1919. 1929, 1919, 1929, 1919. 1929,
W
1 | Agrioultural Credit
. Sooieties (Unlimited) 116,005 455,368 59.31 116.20 39.36 139.58 8.42 30.04 .71 32.33
2 | Other Primary Credit v N
Societies other than
Mortgage Banks (Limit-
ed and Unlimited) .. - 931 45,170 .34 17.80 .19 6.27 .03 33.00 051 4,01
3 § Central Ba,nkmg In-
stitutions v . .o . 34.40 50.31 . e
*10.36 *47.16
*Deposits of Societies.
STATEMENT SHOWING DEVELOPMENT OF THRIFT SOCIETIES, &o.
. AMOUNT ACOUMULATED ‘Numeze oF Soc1E-
3 Numszz OF. Mpuszes. (RUPEDS IN LAKHS). TIES.
E Class @ Societi - - - —
ﬁ 1924. 1920. 1924, 1929. 1929,
@
1| Thrift Societies  (all
kinds) o 2,771 18,315 * 569 7.02
2 | Societies enforcing Com-

237

§24



STATEMENT No., 11—O0ONTINUED.

TABLE 1V,
AGRICULTURAL CREDIT SOCIETIES (UNLIMITED)—LOANS AND RECOVERIES.

Percentage that
Percentage that
¢ Loans held from Loans received Amount repaid amount repaid by &?ée -:mc::';:n?;“
] Central Institu- from Central by Agricultural Agricultural So- [ pd the.y;, socleti
Berial Year, tions by Agricul- Institutions by Societies to cieties bears to bears to th ew’
No. tural Societies Agricultural Central Institu- the amount on loan amount of loans
(unlimited) at the Booieties during tions during the to them at the beld by them
end of the year. the year. year. beginning of the y
ear at the beginning
year. of the year.
Rs. (lakhs). Rs. (lakhe). Re. (lakhs). Per cent. Per cent
1| 1924.25 ., . 185 108 62 4 37
21 1925-26 ., e 229 125 81 43 35
3| 1928.27 ,, . 208 166 97 42 33
4] 1927.28 . o 352 171 117 39 32
51 1028.29 ., L e 409 171 114 82 28
Average of five years . . o 40 33
- p
Year. Condition of harvests.

1923-24
192425
'1925-26
1926.27
1927.28
1928-29

- o s s e °

Favourable, prices (excopt cotton) lower than in any year in decsde ending 1927-28,

Normal, prices higher
Poor (except cotton).
Good.

than previous year.
Prices still higher.

Prices falling.

Yield poor; prices falling (exoept cotton),
Unfgvourable ; falling prices, -

(445
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STATEMENT No. 11 —cONTINUED.

TABLE V.

AVERAGE AMOUNT HELD ON LOAN BY MEMBERS OF CO-OPEERATIVE
CREDIT SOCIETIES (UNLIMITED) FOBR THE TEN YEARS ENDING

1929,
A VERAGR AMOUNT PXBE MENEXE.
Berial Yrar,
No. Agricultural Credit Non-Agricultural
Societiea (kedit.Sooietiea
(unlimited). (unlimited).
1 ] 191%-20 - . 8 L]
2 | 192021 . .- 90 &5
3 |192123 . . 96 66
4 ]192333 e . 105 74
6 |192334 . . 104 95
8 | 192435 - . 110 89
-
7 | 1925-28 . . 116 107
‘s | 192827 . - 124 114
9 |192728 . - 131 125
10 | 1928-29 . .- 138 129
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'STATEMEMT No. 11—ocoNTivUED.

" TABLE VL.

GOVERNMENT EXPENDITURE ON -CO-OPERATIVE SOCIETIES IN THE
PUNJAB (EXCLUDING THE AMOUNT SPENT ON CONSOLIDATION OF

HOLDINGS).
. EXPERDITURE PER
Year. Total expenditure. Lakh of
Society. | Member. | working
capital. -
Rs. Ras. Rs, Rs.
1913-14 .| 65174 ' 19| .4 357
1914-15 .e 92,650 27 b 483
1915-16 . 59,899 . 17 4 291
1916-17 .e 79,126 22 .5 400
1917-18 .e 96,171 . 23 .7 486
1918-19 . 1,14,074 ~20 .6 492
1919-20 .o 1,76,131 24 .8 638
1920-21 .e 2,69,361 30 1.09 718
1921.22 o | 415,902 45 1.5 9656
1922-23 .e 4,05,36¢ . T 432 1.6 859
1923-24 .. 4,08,039 38 1.4 741
1924-25 . 4,31,189 34 1.2 617
1925-26 . 6,03,060 41 1.4 667
1926-27- . 7,84,011 47 1.6 675
1927-28 . 9,14,051 51 . 1.6 646
1928.29 <] 967419 49 1.5 597
1929-30 .+ | 10,64,400 (budget .. .. e -
) estimate).
1930-31 .. { 10,564,050 (budget .e . 8 ‘e
’ estimate).
*Compare—
Bengal 1926-27 .. | 545,000 ) . 36 0.9 518
Bombay 1928-29 ..| 5,55,015 t101 1.01 465
Madras 1928-29 .e 8,89,000 . 59 0.9% 538
Expenditure on the Consolidation of Holdings,
1928-29 .. .. . . .. 1.36
»
1929-30 (budget estimate) .. . . .. .70
1930-31 (budget estimate) .. . .- . 179
Crores.
Total Expenditure of the Punjab ' Government 1930-31
(Budget estimate) .. . o . 13.47

*Figures taken from the Annual Reports of the Co-operative Societiea Depart~

ments of the provinces concerned : in Madras it is 64. 5 . . .
tAvesrage No. of membors per sosiety in Bombay is 102 against 33 in the Panjab.
IExcluding the members of 448 unions.
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STATEMENT No. 11—0ONTINUED.

TABLE VII.
PERCENTAGE OF THE MEMBERS OF AGRICULTURAL CO- OPERATIVE
CREDIT SOCIETIES WHO BORROW FROM MONEY-LENDERS AS WELL
« AS FROM THEIR SOCIETIES (ESTIMATES SUPPLIED BY ASSISTANT '
REGISTRARS AFTER INQUIRY). -

. . : A and
Serial ) District. . | c;;:;:l% 3 Slaca
. Percentage. | ~Percentage.
1 | Hisear .. . . .| B5t010 | 40+t055
2 | Attock and Mianwali .. . e’ 60
3 | Amritsar - . .- il 40
4 | Jullundur . . ..{ 16 29
5 | Multan-Montgomery . .| 25 48
6 | Lahore .. . . .10 60
7 1 Ludhiana and Ambala .. . ] 25
8 | Rewalpindi and Jhelum * . .| & 30
9 | Ferozepore, . . "1 50
10 | Muzaffargarh and Dera Ghazi Khan .. | 25 1 0.
11 | Lyalipur and Jhang e .| 30to40 4
12 | Colony area Jhang (Non-colony area) | 30 to 40. . 90
13 | Hoshiarpur e w .| 10t015 12 to 18
14 | Rohtak and Karnal .| %0 70
16 | Gurdaspur . . ] 10 | 40
16 | Sialkot .. . .. | 30 41
17 | Kangra .. . .- .| o2 1 50
18 | Gujranwala and Sheikhupura .. . | 60 80
19 | Shahpur and Gujrat . v | 20 t0 30 60 to0'70
20 | Gurgaon .. . . | 30to 40 70 to 80
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STATEMENT No. 11—00N(LUDED.

TABLE VIIL

IXPENDITURE ON JEWELLERY IN 85 CANAL COLONY AND 5 GURGAON
VILLAGES (FIGURES ASCERTAINED THROUGH ASSIS.
ANT REGISTRARS, CO-OPERATIVE 8OCIETIES).

PART 1.—VILLAGES IN WHIOH THERE I8 NO CO.-OPERATIVE BETTFR
: Livisg Socrery.

[) =] » by
£3 BEENETRE
§> 2 £ g -] g -
. 2 < & 23 -«
ElOE |F. 155 |+ |BL
srial | Tehail (except where ? B 2 RS ¢ ] w88 g°
No. stated). w § < ol 2 g ’ -G
K a cE ™ g E; . &E‘
58 ¢ 8. =g §a=°; &= § &5:’-
EHREHE I HIE
3 (Y] = & C o
8%8| g |8 g-u- de5f | g8
Z (3] z [ ]
1 2 3 4 8 ] 7 8
.
Res. Ra.
1 | Multan and Montgom- -
ory Distriots . 15| 0,214 212 179 | 1,11,760 824
3 | Lahore . 1 400 31 a3 14,685 445 .
8 | Chunian . 1 900 10 10 5,400 540
4 | Lyallpur Distriot .. 11| 13,242 | 604 180 36,743 248
8 | SBheikhupura . 2 854 113 41 18,400 449
6 | Nankana Sabib . 2 430 73 41 8,760 140
7 | Phalia . 1 758 | 135 18 9,600 528
8 | Bhalwal . 2 1,060 | 203 27 8,370 310
9 | FirospurJhirka (Gur-
gaon . 2 350 { - 27 ] 1,600 300
10 | (Gurgaon) Palwal s| 2] 13 14 3,364 240
Total . 40 | 28,360 | 1,518 518 | 2,185,482 .
Parr II.—ViLragzs wita 4 Co-oPEnaTIVE BETTER LIviNG BocizTY,
1 | Multan and Montgom-
ery Distriots . 2 1,616 (]} 4& 3,138 70
2 | Lahore W]l 100 15 17 3,750 221
3 | Chunian . 1 1,000 1 11 1,000 ']}
4 | Lyalipur . 3 2,197 187 54 3,162 59
5 | Phalia 31 639 120 19 3,920 200
Total ‘ae 8 5,651 393 146 14,967 .
Part I. PartIl
Average amount per
mariiage apent on
jewellery s | Redlé Rs. 103

Note.—Broadly, the barvests were normal in one yrar and poor in two.
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STATEMENT No. 12.
RETURN TO GOVERNMENT ON TACCAVI LOANS.

TAR LAND IMPROVE- THE AGRIOULTURISTS
MENT Loaws Aot. LoaNs Aor. | Rate of
1| interest paid
g by the Pun-
Year (ending jab Govern-
30th Interest Interest | ment on its

September). ﬁ:,:e:if realised ilf;:et:e:: rea.lis:d : :ﬂ:néos:r’:.
N e R

cent. balance. cent. balance. India.
1 2 3 4 5 6
Bs. a. P Rs.a.p.] Rs.a. 2| Rs. A cr
1919 .. 6 40 613 8 6 4 0 216 11 5%
: (approximate).
1920 . 6 4.0 5 9 7 6 4 0 4 111 Do.
1921 . 6 4 0 4 0 3 6 4 0 014 9 Do.
1922 . 7 4 8 414 2 748 3 6 6| No loan.
1923 . 7 4 8 3 07 74 8 411 7 6
1924 . 74 8 513 6 748 5 1 6| Noloan.
1925 . 612 0 6 5 6 612 0 3 510§ Do.
1926 . 6 80 5 8 1 6 8 0 216 8| Do.
1927 .. 6 00 51768 6 00 310 0| Do.
1928 - - 6 0 0 414 5 6 0 0 2 12 11* 5
Average for 10 6 9 5, 571 6 9 8 3 6 6 .
years.
*Approximate.

Nore.—The rates shown in columns 3 and 5 have been obtained by finding what
percentage the total realizations of the year are of the mean of the loans at the begin~
ning and end of the year. This method is defective in that—

(a) arrears and suspensions of interest during the year reduce the rate,

(b) large collections of interest increase the rate, and ’

() in the case of the Land Improvement Loans Act, owing to there having been
& steady rise from year to year in the amount on loan, the closing balance-
exceeds the opening balance, with the result that a rate of interest ecalcn-
lated on the mean of the two balances is somewhat lower than the actuak
rate paid. :

2. The method is, however, the best available, and in the case of (a) and (d) it
may be assumed that over & period of 10 years the various contrary factors will appro-
ximately balance, ‘and that the average rate will broadly be the same as the rate of
interest chargeable on the loans. If 8o, the statement shows that in the case of the:
Agriculturists Loans Act the rate of interest realized is much below the rate nominally
charged and is probably less than 4 per cent. As 4,88 lakhs were written off as irre--
coverable during the ten years ending 1925, the rate is probably less than 3 per cent.

3. The amount written off as irrecoverable would have been mach less butfor-
large ramissions made in the Ambala Division in 1926-26 and 1926-27 owing to serious
floods in the Jamna. These remissions cannot, however, be left out of account, as such
visitationa recur periodically. Including them, the sum written off amounts to 3.9
per cent of the total amount advanced during the ten years. : )
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£oll 4. The reasons, why the effective rate of interest is less than the nominal, are as
ollows :— .

() postponement of the payment of first instalment of interest under para-
graph 2 of Standing Order No. 32.

(%) remission of principal, under paragraph 8 of Standing Order No. 32.
(#43) suspension of interest on arrears of principal under paragraph 2 (iii) of
Standing Order No. 32.

(¥v) suspension of interest until the whole loan has been advanced, paragraph
16 of Standing Order No. 32.

5. It is clear from the above that the Punjab Government obtains less on its
advances under the Agriculturists Loans Aot than it has to pay for its own loans, the
tate for which during the last 10 years has never been less than 5 per cent. ; and that
‘to this extent these advances are made at a loss.

8. The same would also appear to be the case with advances under the Land Im-
provement Loans Aot, though owing to what is said in paragraph 1 (c) above this is
not quite certain. What is more certain is that the effective rate is appreciably less
than the nominal rate, though the difference is much less marked thanin the case of
the Agriculturists Loans Aot.
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STATEMENT No. 18.

INTEREST RATES CBARGED AND NE7 PROFIT EARNED BY URBAN
AND RURAL MONEY-LENDERS IN THE PUNJAB, AS ESTIMATED BY
INCOME-TAX OFFICERS.

INTEREST R ATES CoMm- | EsTIMATED Net Prorir
MONLY CHARGED BY EABRNED BY
District.
Urban Rural Urban Rural
Money- Money- Money- Money-
lenders.. lenders. lenders.? lenders.
Per cent. Per cent. | Per cent. Per cent.
Rohtek . . 73t09 12to 18 6to7
Gurgaon . . 9 tol2 18 to 24 6to7
Multan, Muzaffargarh and 9 tol2 12t018 8 10
Dera Ghazi Khan. .
Jullundur and Hoshiarpur .. 8 tol2 12to 15 8 3
Amritsar (A division) .. 63 183 5 1z
Amritear {C Division) . 63 183 4 10
Gurdaspur and Kangra e 9 tol2 18 to 24 6to9 12
Ladhiana .. ..| 6 to9 12to 15 5 10
Attock and Mianwali .. 6,9&10} 183&24 .. ..
- Karnal e o] 6 to9 183 7§ 15
Gujrat and Jhelum . . 25 to 373 4tob 10 to 12
(unsecured) .
18 to 25
(against
jewellery).
Hissar . Thto 9 12018 6 12
Ambala .e . 10 to12 15 to 20 . .
Lahore? .. .. 12 & 15 183§ & 24 12 18
Bialkot .. .1 10 t013% 18 to 25 8t09 12 to 14
Montgomery .. ] 12 w018 25 . 20
Simla .. . 9 tol2 . .. 8 e
Lyallpur . | T3te12 12 to 20 63t07 - 1
Rawalpindi .. . .. .e 8 12 to 15

The following extract from the Income-tax Officer, Karnal’s reply to the guestion-
naire illustrates the difficulties in arriving at any estimate of net return :—

‘ Prolonged efforte have been made but it has not been found possible to get actual.
figures from acoount books to show the average rate per cent per annum earned by an.
ordinary urban money-lender. In the first place, there being only emall towns and those
too having not only urban population but possessing mixed population, there is no-
money-lender who sticks exclusively to wrban money-lending, by which is meant
money-lending st  busi 8 dly, money-lenders, a part of whose
business consists in urban money-lending, do not keep a record of actual capital invested,.
nor work it out from year to year. However, the matter has been discussed with various-
persons who are congidered to be in & position to advise on the subject and, as a resuls.

. .

In some cases these estimates are explained in the oral evidence. For urban
rates see pages 209 (Lyallpur), 185,193 (Amritear), 200 (Rawalpindi), 176-77 (Lahore). -
For rural rates see, 164, 1054 (Rohtak and Hissar), 221 (Multan), 209 (Lyallpur), 198:
(Gurdaspur), 193 (Amritsar), 170-71 (Jullundar), and 200 (Rawalpindi).

$Very little is advanoced te trade; see Ev, i 180.
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«of that discussion, I have arrived at the conclusion that, generally speaking, 73 per cent
is earned, which is based roughly on the following calculations :—

Rs.
Interest charged on say Rs. 10,000 at 9 per cent per annum .. 900
Deduct for bad debts and business expenses 20 per cent. .. 180
’ Net . 720

which works out to 7.2 per cent per annum.

In regard to rural money-lending also, I have to note with regret that the system
-of accounts employed in this district is still more crude, being of one bahi type. Conse-
-quently, necessary data could not be obtained, inspite of protracted efforts, to work
-out, on the basis of actual figures, the average rate earned on a period of not less than 5
years. During the last two or three years, however, the village sahukars have begun
to realise the desirability of keeping accounts on double entry system to show the return
-on their capital. But the pity is that capital is reckoned only at the time of starting
‘the book of original entry and is not worked out year after year to show its augmenta-
tion or diminution. However, information has been collected after