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General Questionnaire of the Bihar and Orissa Provinciai Banking
; 'Enquiry Committee.

(The following memorandum is published in order to assist
witnesses in the preparation of their evidence. It is not to be regarded
as exhaustive, nor is it desired that each witness should necessarily

atterupt to deal with all the questions raised.)
T. AQRICULTURAL CREDIT AND CREDIT FACILITIES FOR SMALL INDUSTRIES.

1. Describe the present system by which the agriculturist in your

district or province obtains finance—

(@) for expenses during cultivation, )

(b) for,capital and permanent improvements, and

{¢) for other special needs, e.g., failore of monsoon, for land

revenue, ete.

~ What are the rates of interest charged in your district or province
In respect of advances, the period for which loans are taken, the nature
of the security given and accepted (e.g., standing crops, etc.), and other
vonditions attaching to the grant of such loans? '

Describe the part played in agricultural finance by Government, the
Impenal Bank of India, the Joint Stock Banks, Co-operative Banks, the
Indigenons Banks and Bankers, professional moneylenders, merchants
and dealers, and other organisations giving credit (e.g., companies
trading in fertilisers, etc.).

Can you give an estimate of the total amount of capital required
for the various purposes stated above for your district or province?

_ State defects, if any, in the present system and the reasons for the
oxistence of such defects. Do you suggest any remedies?

Is there co-ordination among the various credit agencies including
Government, and is there scope for improvement in that direction?

2. Describe the present method of marketing principal crops in
your district or province.

What in your opinion are the possibilities of forming pools and of
co-operative effort generally in marketing produce?

_Describe the credit facilities required for the financing of products
during marketing and the facilities actually existing.
~ In regard to such facilities is there any special difference as between
internal trade and foreign trade? .

What is the part played Lv the different classes of banks and
bankers and merchants and dealers during the process of marketing?

“What are the existing facilities availsble to the public, including
banks and bankers, for internal remittance? :
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State any defects in the existing system and any suggestions for
improvement. ) .

Describe the part played by negotiable instruments in the internal
trade of the province. .

Have you any suggestions to make for the more extensive use of
bills (e.g., by reduction of duty on bills)? ’

What are the different vlasses of hundis current in your part of thn
country? What are the peculiarities of each? Please give sample
wording.

Have you any suggestions for the amendment of the Negotiable
Instruments Act by which the public and the bankers handling hundis
might be better protected or benefited?

Are hundis emanating from. your locality discounted in your local
centre or are they sent to a provincial centre and discounted there, or
are they held by middlemen, merchants or commission agents?

What different kinds of instruments of ownership of goods and
produce (e.g., railway receipts) and documents are employed for raising
money during the process of marketing?

Are any difficulties experienced in the use of these instruments and
have you any suggestions to make with a view to removing those
difficulties?

What in your opinion are the possibilities of operatj i
warehouses in India either on the lines of the symmpe;;sﬁl;lg eﬁf:t?‘;’g
the United States of America or otherwise?

Do thi i i
matter?you ink there is any need for Government assistance in the

8. In your ‘dist;ict w
kinds of crops?
What are the factors
distinguish between—

(a) value of land in Government auction for non
revenue :

(b) value of land in the event of sale by court decree :

{c) valie of land in purchase by private negotiation
4. Is there an .

aere any legal impediment to mortgage of land and agricul-
f;ral hgld;::gs lm your province? Are there :ny land mortgag:gbr;flks
agncultural banks in your province or any other banks for the
provision of long term credit ?
* State what you know of their method of work and of raising capital.

If no such institution exists in the province, suggeet the lines on

which such institutions conld be established
and
of the landholders and tenants of your provin:e. worked to the advantage

hat is the value of land per acre for different

affecting such value? Tn Your reply, please

-payment of
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Do you suggest any measures for—

(a) improvement in the record-of-rights and title of owmership
80 as to simplify” reference, and to avoid possibilities of -
disputes and counterclaims by parties other than those
who are the clients of the Bank, .

“(b) simplification of the process of foreclosure and sale by the
Mortgage Bank in the event of non-payment,

(¢) reduction of costs of reference to the record-of-rights and of
registration of records and of the process at law so as to
reduce the burden on the good constituents of the Bank
in respect of charges incurred on account of defaunlters?

Should the working capital of the proposed Mortgage Bank be derived
largely from—

(a) deposits,

(b) funds from central institutions, o

(¢) debenture honds? ,

Should debenture bonds carry any Governmeni guurautee either for
principal or interest or for both{ -

If s0, what measures would you suggest to secmia Government
against unnecessary loss?

On what terms should Agricultural Mortgage Banks raise monies
under each of the alovementioned heads, with or without Government
guarantee, and on what terms should they lend out money so as to
cover their expenses?

Pleass state any other suggestions for the adequate provision of
long tern credit against sound security. -

$. In onder to devise messares for the increase of credit facilities
to the agricultural classes it is necessary 10 resch an estimate as
accurate as possible of the existing indebtedness of these classes.

Do you know of any such estimate for a village or a district in your
province, or for the whole province ?

lu wbat mauner can such estimaie be vliawed with ressonable
SoCuTaCy ¥ '

In soch an estimate please distinguish between—

such as the village house, armaments, ploughs and other
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Please state wherever possible the purposes for which the debt wAd
incurred, such as

“(g) the repayment of earlier debts,

(b) ‘marriage and other social occasions,

{¢) famine and other kinds of distress,

(d) payment of land revenue,

(e) growth of the debt by compound interest, interest not having
been paid, _

(f) seeds and manure,

(g) -improved agricultural implements,

- (h) sinking of wells and agricultural improvements.

Please indicate also to whom this debt is largely due and whether
the creditors are Government, Banks, Co-operative Societies, o1
indigenous bankers @nd professional money-lenders.

State what you know of the rates of interest charged, the methods
used for calculating it and for enforcing the payment of the debt.

Do you think a large number of people who are efficient farmers,
are being turned into tenants for a period, or tenants at wiil through
the process of the enforcement of the old debts and :landed property
passing on info _the hands of the creditors? -

If this process is going on, does it take away from the actual cul-
tivator the ‘incentive to produce more and in an efficient and better
manner ?

6. Give some, idea of the number of small subsidiary industries
allied or supplemental to agriculture existing in your province, such as
rice milling, dairy farming, gor making, garden produce, cotton
ginneries, sugar refineries, hand spinning, etc.

Can you suggest methods by which any such. industries could be
encouraged and by which the producer might be ensabied to get a better
return for his produce?

* Can you suggest any enterprises which may give employment to
the farmer during seasons when he cannot make full use of his time
on his farm and thus enable him to supplement his income. and to
raise his standard of living?.

What would be the best method of securing working capital for
such enterprises?

What financial machinery do you suggest for this purpose?

7. State wbat you know of the relations that exist between the
Co-operative Banks and the other banks in the country, namely, the
Imperial Bank of India, the Joint Stock Banks and the Indigenous
Banks.

. Describe any existing difficulties:in the matter of finance in the
case of Co-operative societies both in regard to short and long term
capital. '
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Can. you give &n estifiate of the amount.of extra-capital required
for financing Co-operative movement in your district or province?

Is there any competition in your district or province between'the
Co-operative Banks:and Joint 8tock Banks? .

If so0, to what extent and in what direction?

Have you any views regarding the possibility and desirability of
granting financial concessions in order to stimulate the growth of the-
Co-operative movement (e.g., by extension of special exemption from
income-tax to genuine Co-opera.tlv'e Societies, inclusion of debentures
issued by I’rovincial Ce-operative Banks in the list of trustee securities,
otc.) P

II. INDIGENOUS BANKING.

{Note.~—By indigenous bubking is meant all banks and bankers
other than the Imperial Bank bf India, the Exchange Banks, Joint
Btock Banks and Co-operative Banks. It includes any individual or
private firm receiving deposits, dealing in hundis and lending money.)

1. State what you know of the functions of the indigenous bank
or banker in your district or-province enumerating all kinds of -business
t.he bank or banker transacts?

" 2. How and to what extent does-an indigenous bank or banker in
your district or province assist: in- financing - agriculture, trads and
industry ? .

8. State what yen know of the organisation of the indigeneus
banking system in your district or province with regard to--

(a) the amount of capital invested,
{b) the volume of their business,
{c) their expenses, and

(d) the relations between one indigenous bank and another and
between indigenous banks and other banks in the country,
{viz.) the Imperial Bank of India, the Jaint Stock Banks
and the Co-operaive’ Banks,

4. State what you know of the various forms of hundis and other
credit instruments used by the. indigencus banks and bankers and the
extent of their use. Give sample copies of any of the hundis,
promissory notes, deposit receipts, ete., used in your lucality.

5. State what you know of the indigenous bankers’ methods of
granting loans and allowing cash credits and the terms and nature of
thess luans and cash credits.

What are the means by which the indigenous bunks and bankers -
provide themselves with funds 10 meet their demauds?

Whut are the rates of mterest allowed on various kmtin of deposlts
received by them?
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8. Whab sre the rates of interest either in money or in kind which
the agricultural community -has to pay at present to.the indigenous
banker? * e
,In what manner do you suggest these rates could be brought dowr
by betfer organisation? : o
4 "Wonld the reduction of such rates confer great benefit on the
aagricaitural community and increase its resources thereby leading
either to an improvement in the standard of living or enabling them to
spend more on agricultural improvements, beiter agricultural
implements, etg. ? .
7. Is there s prejudice in your locality against the indigenous
bankers? :
Are these bankers sufficiently protected in law?
~ "Is there any legal or other facility which can be extended to them ?
Are the dealings of this class of bankers with their clientele con-
* ‘duected on sound lines? , . '
.1 not, indicate the existing defects, making suggestions for
“remedying them. .
8. Would you suggest any means of making this class of bankers
more serviceable to the community?
Could you suggest any means by which the indigemous banking
gystem in India.could be improved and consolidated?

Do ‘you recommend any special facilitids to be given to this class .

¥
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for this purpose? -
What do you think wonld be the attitude of the indigenous banking

community toward the introducion of any measures for regulating their

‘operations and for giving publicity to the same? |

9. After making allowance for the legal expenses, management
- charges, losses through default and losses through foreclosure, can
Jgou give an idea of the net return to the indigenous banks and bankers
“ontheir capital? ° ‘

10. Please state whether the indigenous banks and bankers are
able to meet all demands for accommodation or whether they are
obliged to refuse any either on account of the unacceptable nature
of the security offered or owing to insufficiency of their working capital?

11. How in your opinion shonld the’indigenous banking system be
linked with the central money market and provincial capitals?

Would you suggest the establishment of a branch of a Joint Stock
Bank, or & branch of a Central Reserve Bank, or a local Bank with
local directorate, in each district with which the indigenous banking
system may be connected?’

. In what manner could such 4 bank inspire the confidence of the
indigenous bankers and be able to utilise the local knowledge and
experience of the latter? ' :
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How is the competition of. such a bank with the 1nd1genous
bankers to be avoided ? S

12. Do you think there is a large amount of money in thé dlsfncts
in the hands of indigenous. bnnkers which does not find. employment
throughout the year? “

Do you think thet owing to this cause any large amount of money
is flowing to the provincinl capital either for long or for short periods?
Do you think any kind of improvement in the organisation of lending
or borrowing can be mnde by which these funds instend of flowing

to the provincial capitals would find remunerative employment in the
districts and thereby benefit the districts?

_1IT. INVESTMENT HABIT AND ATTRACTION OF CAPITAL.

1. What are the existing banking resources in the province“:i- o
Can you state tlie aniount of additional capital, if any, required? N

Whst are the means or instilutions in existence for' encoumgmg'
savings and investmeut habit?

Are the public provided with full fo,cllme.s for the’ mvestment Of
their saviugs?

Can the existing facilities be improved in any way or .extended in
the smalle;,\mtanor places? ’

Can you give sny useful information in regard to the hnblts of
the people of India to invest in silver ard gold?

- < Q. Ave Postal {ash Certificates popular in your district or provinee
and can any steps’ b taken to increase their popularity?

" Do present interest roles of Cash Certificates require revision and
do existing terms of issue in any way need change? ‘

Do Savings Banks afford all possible facilities to the Tublic?
What classes of population resort to such forms of mvestmeut?
Can anything be done io attract other classes?. . ot

Have you anything.to say regarding the alleged. competmon of
Government with Baunking institutions and bankers in régurd to deposits
by their attractive rates on Postal Cash Certificates and Treasury Bills?

3. State the existing facilities for purchase and sale of Government
securities afforded by Government, the Imperial Bank of India and
other Banks. Are you in favour of granting any special facilities to
the amall agriculturists and the small investors of the country to take
up some form of Government security? If so, state what specml
facilities you recommend ?

State the existing facilities for purchase and sale of secuities other
whan Government securities, afforded by the various financial agencies:

Can you indicate clearly the habits of various "groups of people
in your district or province with reference to monies whwh come into
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their -hands by;isﬁle of?produce- or through any: other.cause? Where
‘do they keep thi€ money and for what purposes and in what manner,
do they nse it?
7 * Do the farmers lend to fellow agriculturists and on what terms?
How do they invest surplus money in a prosperous year? Give any
“information you can regarding the-amount, growth and. distribution of
capital among the indigenous population.
4. State what you know about the growth of cheque-habit.
What has been the cffect of the abolition of stamp duty on cheques?

‘What classes of population use cheques? Have you any suggestions
to make for further promoting the cheque habit (e.g., payment of
(zovernment servants and Bank employees above Rs. 100 by cheques)”

Have. you any suggestions to make regarding the use of vernacula:
scripts in banking ? -

5.. Do yon support the view that the banking and investment habit
in India is of very slow. growth?

If so, to what causes do you attribute it%"

Have you any suggestions to make regarding the various possible
means of educating the people of the country to invest their savings
in productive undertakings (e.g., propaganda by Government in regard

-to Government loans for capital expenditure,. etc.)?

As, far as you know, what has been the result of the opening of

now branches in recent years by the Imperial Bank of India?

: 8upplemé,ntary Questions.

Question 1.—Describe the part played by the different- classes ’of" ,
Banks and Bankers and Importing and Exporting firms in the financing
of the Foreign Trade of India during the following stages :—

{a) Export trade :—
(i) From the willage to the Mandi.
ti From the Mandi to the exporting ports.

(b) Tmport trade :~—
(i) From the importing ports to the distributing centres in
‘ India, such-as Amritsar, Delhi, Cawnpore, etc.

(i) From the distributing centres to the consumer.
Question 2.—What are the terms on which the financing of trade

" during the above stages is done? . |
Are anv difficulties experienced in connection with the above
ﬁnancing,aﬁﬂ have you any suggestions to make for removing .tl_'nqse

proving in any way the existing financial facilities

difficulties and for im _ .
available for the movement of imported and exportable articles?

Questlon 3.—1t has been suggested that the grower of produce in
India does not get the full yalue for his produce on acconnt of the specu-
lative buying and selling activities of firms and compantes who deal in the



ix

export trade and by the control of prices by these and other bodies.
What are your views on this suggestion? Please suppiement your
views' by any facts and figures within your knowledge. Have you any
observations to make with a view to ensure a better return to, the

growers of produce in India? .

Additional Questions for the Bihar and Orissa Provincial Banking
' Enquiry Committee. :

1. Do you find that in the part of the province you know the
native born inhabitants are backward in banking activity as compared
with Indians from other parts of India? If so, what are the reasons?

3. Are branches of Joint Stock Banks, whose head offices "are
outside the province, to be found in your part of the province? If
8o, do they attract savings and export them for nse outside the province
which would otherwise be used within the province? Would you
regard this as an evil, and if so, do you see any way to remedy it?

8. (a) Could the larger rural Post Offices, e.g., those at subdivi-
sional headquarters extend their banking business, which already covers
remittance, and Savings Bank accounts, by accepting enrrent accounts
on which customers could draw by cheque?

Bhould Government undertake this business pending the establish- .
ment of private Banks cornmanding confidence in rural areas?

(b) Would it be possible to link the indigenous banking system with
the state post office banking system by entrusting, with provisions for
“ adequate control, to such Post Offices another banking function, viz.,
the discounting of credit paper (hundis or other negotiable instruments)
drawn by local merchants or money-lenders, if adequately backed by
. ns of substance or supported by collateral security? If so, what
* limitations and safeguards and what forms of control would you suggest ?
4. Do you think there is sny scope for banks or other eredit
agencies such as pawnshops lending on valuables, e.g., gold and silver
ornaments? If so, should such institutions be state-owned, state-
aided or merely subject to some state regulations?

5. Is it your experience that mahajans mix up in a single account
with a client purely trading transactions, such as sale of cloth or grain,
with banking transactions? If so, does that practice lead to evils
which are capable of remedy by legislation, e.g., by insisting on separate
sccounts? Would such a separation inspire more confidence in the
money-lending branch of the business?

6. Could Indigenous Bankers be more adequately protected by
pooling information about their clients? Is there any obstacle to
(I);u:liﬁ:ln;us Bankers combining for this purpose, e.g., the existing law

7. Is it possible or desirable to set up a class of lLicensed or
registered money-lenders with special facilities and privﬂegﬁs whoee
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operations may. be controlled. by the state in the interests of agriculiure;
small scalg trade and small scale industries? If so, what restrictions
would. you place. on. their business? Would you restrict their lending
to productive purposes only?

" 8. Is it your experience that an excessive proportion of savings
is invested in land, thereby forcing up the price of land beyond the
value. which; the returns. therefrom. would. justify?

- 9. How do small urban: industries, small: retail traders and small
contractors obtain their finance? Have you any suggestions to make
-for improving their facilities?

10, Is any use made of the Usuripus Loans Act (X' of 1918) in:
your part_of the province with which you are familiar? 1f not, csno
you explain why? Are there any other restrictions: ou usury-in force,
and if so, aye: they effective?:~



