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PREFACE 

Marketing organization depends upon the eco
nomic organizati9n of society! From simple parter 
to organized sales through central marketing boards 
or cartels and pools is a marvellous· development. 
But it has been achieved gradually through evolution 
of market organization ,and practices, ... brought y.bo:'-t . 
by rapid means of transport· arid. communications, 
banking facilities, grading and standardisation 9£ 
products, improvements in ihe technique of selling 
and advertising. 

In an expanding market of the first h~lf of the, 
19th century marketing problems did not receive · . 
as much attention, as they did in the latter half, when 
competition grew keener and keener among the indus
trialised countries. The situation grew worse in this 
century, particularly during the inter-war period. Since 
1929 when the economic depression enveloped the 
world, the marketing problems· have come in for a 
good deal of criticism and consideration all over the 

. world, including this country. The post-war boom of 
1919-21 was followed by a sharp· reces_sion of prices· 
and output which continued, more or less·,. up to 
1924. Thereafter attempts were made· by different 
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countries, independentlY. and through the League 
of Nations, to resuscitate the inte_mational trade to its 
pre-war order. But it could not be achieved owing 
to the aggressive economic nationalism of different 
countries. Wh~e Asia and . Mrica- were growing · 
more and more conscious of their industrial backward
ness and asserting to improve theit lot, Europe and the 
United States of America were striving hard to retain 
their hold over these markets by effecting changes 
in their productive and !Darketing organizations and 
practic~s. For example, in the United Kingdom, a 
number of Comnuttees, e.g.~ the Liberal Industrial 
Enquiry Committee, ~e Balfour Committee and the 
11acmillan Committee, were appointed to investigate 
into the problems of industry and trade; and marketing · 
organization always received the most careful atten
tion of these bodies. The Wembley Exhibition of 
1924 was organized to judge the Imperial self-suffi
ciency and the Ottawa Conference of 1932J to retain 
control over the Empire markets .. 

Other countries were shaping their own policies 
and insulating ~emselves from the outside world by 
high tariffs. It seemed as if we were going back to ~e 
mercantilist period a.nd the princip1es of fttissez faire 
and free coOJpetition were bidden good-bye. National 
economic planning became the common cry and Rus
sian, German; Italian, American and Japanese plans 
were objects of envy and emulation for other nations. 

In India, too, various Commissions· and Com-
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mittees were appointed, i1i ·the post-Wat period, to 
make;investigatio?s into agricultural, industrial, labour 
and banking problems. The Royal Commi_ssion on 
Agriculture in India, and the Central and Provincial. · 
Banking Enquiry Committees fully stressed. the need 

"'of improving our marketing organisation and practices. · 
To give effect to the recommendation of the Agricul- .. 
tural Comrn.ission, ·the Central Government creat~d a 
Department of Marketing, and appointed a Market: 
ing Adviser to the Government of India on Janu .. 
ary I, I 9 3 5. Provincial Governments and leading 
Indian States also cooperated in this mission. The 
Department is primarily concerned with agricultural 
marketing, because in the post-war. depression the 
prices of raw materials and foodstuffs fell more than, 
those of ma.Qufactured goods. This hit the Indian 
cultivator very severely wh:o was, more and more, dis- . 
possessed of his only source of livelihood,· i.e., land. 
Debt ·legislations were also passed by most of. the 
Provincial Governments, particularly after the assump- · 
tion of power by popular governments in 1937. 

The War gave a fillip to some. of the Indian 
industrie~-machine and cottage-and agriculture. 
But the quan~m. of trade has suffered severely 

. J 
and the price level has gone ,up considerably. Our 
imports have fallen more than our exports, resulting 
in the creation of heavy sterljng balances to India's 
credit in the United Kingdom. The chief features 
of the War period trade are Government controls, 
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Government ~estrictions and Government purchases_. 
In every trade whether it is cloth pr grain, sugar or 
cement, bricks. or iron and steel, the hand of the State 
is visible. In some cases the grip is tight, while in 
others. it is yet loose. Forward business in grains, oil: 
seeds, bullion, cotton and securities has been forbidden 
by law. Even the 'hedging contracts' in cotton which 

·are so ~ssential to trade and indus"try and which have 
received the blessings of the Indian Central Cotton 
Committee, have been forbidden. Rationing has 
been introduced in foodgrains and cloth in selected 
places. The ordinary laws of supply and demand are 
not operating, partly because of the insufficiency of 
transport facilities, and partly because of restrictions 

' . 
of some of the provincial governments and Indian 
States. There is lack of unified central control in the 
country at present . 

. Another important change to note in our market
ing system is the appearance of the United Kingdom 
C~mmercial Corporation which is participating in 
India's foreign trade to the detriment of normal trad-... 
ing interests. Its existence is being justified .by 
Govemment on strategic grounds. At best,.it may be 
tolerated during the period of the War, although 
there is no justification for it even at present. But. 
people have grave doubts whether it will be wound 
up with the cessation of hostilities. This, only the 
future can tell. . 

The future tendency of marketing organization 
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seems to be towards increasing concentration and 
pooling of output on national and even internatiomtl 
scale. There were a number of international combines 
and trusts before the war. · The British industry has 
been thoroughly re-organized in the last z 5 years, 
and to meet foreign competition marketing has been. 
centralised. The State has encouraged common sel· 
ling through marketing boards~. like. German cartels. 
Combinations which were dreaded in the 19th century 
have become the order of the day, ~n9. it is commonly 
believed that without some form of combination for 
fixing of prices, regulatio~ of output and :restriction 
of prodttctive capacity,. industry cannot be ration .. 
alized. The United States of America "contemplates 
organizing an lnterna~onal Commodity Stabilisat~on , 
Corporation to rid the world o~ trade cycles and 
combat the evils of colonial controls of raw· . 
materials. The Sugar Syndicate and the Cement 
Merger in this country are only pointers of the direc.. 
tion in which the wind is blowing. The cotton mill 
interests of Bombay have been making attempts to 
combine t.o face competition from within and without. 

The present volume is an attempt to place, in the 
hands of advanced students of Economics .and Com-

. merce, and those of the general readers and State 
Officials who are interested in the marketing problems, 
a book dealing with thelpersent-day marketing problems 
of this country. It deals with the principles as well 
as the practice of marketing, particularly in India. 
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There is dearth of books on this subject, especially 
of those illustrating Indian conditions. The first few 
chapters are devoted to the principles of marketing 
which apply equally to the manufactured goods as well 
as the agricultural products. A separate chapter is 
allotted to Advertising and 0 Salesmanship. Agricul
tural marketing occupies the place of honour, partly 
because it gives ocrupation to about three-fourths of 
the population, and partly because marketing of agri
cultural products on sound lines qeeds greater stress 
and attention. Staple commodities like wheat, cotton, 
jute and rice have 0 been separately 0 dealt with. Quite 
a large number of senior students of Economics 
and Commerce are not familiar with market phraseo
logy and they are not able to understand, much less to 
interpret, market reports. A 0apter is, therefore, 
added on market terminology. The last chapter is 
on the Stock Exchange. Besides the technique of 
marketing, followed on the stock exchanges, the reader 
will find helpful suggestions to decide where to invest. 

The author is grateful to the numerous writers 
from whose .works he has drawn inspi~ation and 
material. He 

0 

has gratefully acknowledged them in 
the footnotes of the book. Inadvertent omissions 
may be forgiven. Most of the material on agri-· 
cultural marketing in India is based on Govem
ment Reports and publications. They are the best 
available sources at present. 

October, 1943. K. L. GoviL. 



INTRODUCTION 

Broadly speaking, marketing covers those acti
vities which relate to the creatiqn of time, place and 

. possession . utilities. With the improved means of 
commu~cation and t~ansport, the scope of the te~ 
has very considerably widened. Now, we·· talk, 
not only, of local or national markets but of inter-. - . 
national markets, particularly in the staple colllln:odi-
ties, e.g., cotton, wheat, bullion,. etc_. The prices of 
these and many other commodities are determined 
by world forces. Indian cotton is exported to "Asia, 
America and Europe. ·Similarly we ~port : Ameri~ 
can and Egyptian cotton. A critical study of the · 
world trade should make it clear how from small 
beginnings the quantum of JVorld trade has assumed 
such huge ·proportions. In fact, it .would have gone . 
further still but for the restrictions impG>sed by poli
tical boundaries. 

Different meanings are attached to the term· 
Market. It may mean ih~ place· wherff actual buy
ing and selling takes. place, such as village market. or 
town mandi or Bo~bay Stock Exchange or Calcutta . 
Phatka market, etc. It may as well connote~ social· 
institution covering 11 vast range of economic activi
ties, as b~ying, selling, transporti.t:ig, financing, gra4-



1 MARkETING IN INOlA 

ing and standardising, storing, etc., etc. All' these 
activities and many other allied ones are included in 
the concept of marketing. In .other words, the 
study of marketing is the study of distribution af1.d 
exchange. Just as exchange is a wide term embrac
ing all the commercial activities of our society, so 
also is market. We may, therefore, conclude that 
market is an important social institution that covers . 
the activities of the middleman, the banker~ the rent
ing landlord, the transporting agent, the investor, 
the stock broker, the insurer and a vast army of 
other functionaries that are engaged in on~ or the 
other process. It is through marketing that human · 
wants are satisfied by exchange of goods and services 
for some valuable consideration, usually money or 
its equivalent. In the olden days, when goods were 
exchanged with other goods, the marketing practices 
were of the crudest form; but with the introduction 
of money as the standard of value,. exchanges have 
been considerably facilitated. The modern mecha
nism of organised markets is so perfect that it reacts 
to the changes of supply and de~and in any part of 
the world. . The equilibrium is disturbed by one set 
of conditions and is brought into harmony by an 
opposite set of factors. 

We observe that marketing problems have be
come so important that they engage some of the best 
brains of the country. Not only the businessmen, 
but the public, the State officials and the social re-
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formers· try to tackle the complex. problems of mar
keting. In our own country, a separate department 
has been created by the Central Government with _ 
the 11arketing Adviser to the Governnient of ·India 
at its head and with his ·Assistants and Provincia] 
Offic~rs in· the different provinces. They are carry
ing on marketing surveys of agricultural commodi-'" 
ties. The Indian Central Cotton Committee and ·the 
Indian Central Jute Committee have also. investi.,. 
gated into the problems of. marketing of .. cotton 
and jute respectively. The Agricultural Commis
sion, at whose instance all· this has been attempted, 
and the Central and Provincial Banking Enquiry Com;.. 
~ttees have also caref'Ully considered the problems 
of marketing within their. respective spheres. The 
Co-operative Department is exhibiting a growing 
interest in the marketing problems. All_· these are 
the signs of-the times. It is with a view to help the 
poor and illiterate cultivator to get a fair price for 
his produce and to stimulate him to improve the 
quality and yield of his ·produce. - Our_ universities, 
like the sister institutions of foreign countries, have. 
recognised the usefulness of this subject and have 
provided it as. a branch of study of the courses in 
Economics and . Commerce. It is a developing 
subject and more and more literature is being pub
lished every day, as a result of investigations into the · 

·marketing problems. _ 
"11arketing studies have shown that marketing 
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takes 50 pet cent or more ·of what the consumer 
pays for goods." Naturally, it must be the common " 
desire of the producer as well as the consumer to 
reduce this heavy cost. It is with this end in view 
that multiple shops and chain stores are growing popu
lar in America and other countries. The idea is to 
eliminate the middleman at as many points as possible. 
On the side of the consumer attex:npts are made to 
organise co-operative stores-retail as well as whole
sale. Whether it is possible or even desirable to 
eliminate the middleman, root and branch, is a debat
able question. It is a subject of study in a separate 
chapter in this book. For the present, we can only 
say that in some trades, pattieulady in the marketing 
of agricultural commodities in India, at times we 
come across an unnecessarily long chain of middle
men and it will be better for all <;oncerned if some 
of them are persuaded to take to other vocations of 
life. 

The marketing institutions are closely related 
to the organisation of trade and industry. They have 
developed with the progress of industry and com
merce.. The improvement of the means of commu
nications and of the technique of production had a. 
great effect on the development of ·marketing and 
marketing methods. From simple barter to organis
ed produce exchanges is a big jump. But the forces 
of progress have been steadily operating resulting · 
in the most elaborate marketing machinery with al1 
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regulations and controls regarding prices, weights. 
. and measures, ·grading, storage, banking facilities, 

transportation of goods, etc. The modem • market 
with facilities for spot and forward transactions and 
connected with international markets telephonically 
and telegraphically is an institution that reacts to the 
slightest changes in the conditions of demand 
and supply. Professor Jevons' definition of market 
brings out the evolutionary character of the. concept. 
He says: "Originally a market was a public place in 
a town where provisions and objects were exposed 
for sale; but the ~ord has .been generalised so as to 
mean anybody of persons who are in intimate busi-. 
ness relations and carry on extensive transactions in 
any commodity. A great city may contain . as ~any 
markets as there. are important . branches of trade, 
and these markets may or may not be_ localised. The 
central point of a market is the public exchange 
mart or auction rooms where the traders agree to 
meet and transact business. In London the Stock 
l\{arket> the Com Market, the Coal Market, the 
Sugar Market, and many others are distinctly localis- . 
ed; in l\1anchester the Cotton Market, the · Cotton 
Waste Market, and others. But this .distinction of 
locality is not necessary. The traders may be spread 
over a whole town, or region of country, and yet 
make a market if they are~ by means of fairs, meetings, 
published price lists, the post office or otherwise, in 
close co~unication with each other." According 
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. to Coumot,. an eminent French economist, "Eco
nomists understand· by the term, market, not any . 
particular market place in which things are ·bought 
and sold, but the whole of any region in which buyers 
and sellers are in such free intercourse with one an
other that the priCes of the same goods tend to 
equality easily and quickly." Here the crux of the 

. problem is that the forces of demand and supply act 
and react in a way that the prices. of the same goods 
tend ~o equality easily and quickly. The greater and 
freer the intercour~e between the buyers and the 
sellers· the lesser the time taken to bring about 
harmony between the confiicting forces. 

We often talk of 'a perfect m(trket.' · The idea 
co~veyed by a perfect market is that the free inter
course between the buyers and sellers of a given com
modity is so well established that it leads to a single 
price at which the whole commodity is exchanged 
in that market. But it must be admitted that such 
markets are rarely to be found. · Even the best or
ganised· Stock '"Exchanges of the world fall short of 
this conception, although they come as near to it as 
no other markets do. The price's ·of government 
securities dealt in on a Stock Exchange or of the 
listed industrial scrips are more or less the same on 
any of the leading Stock Exchanges of the world. 

An organised market is said to be one the pro
ceedings of which are formally regulated. In In~a, 
we call them Regulated Markets. Su~h markets 
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are either organised by the Co-operative Department 
• 

as in the Central Provinces and Berar, or by various 
Chambers. of C:otru:?erce which generally regulate 
forward business or speculation in their respective 
markets or ma:r1dis. 

Every class of product cannot . be suitably 
handled in an organised market. The chief conditions 
needed for . rendering a product suitable to be hand-. 
led in an organised market are · ( i) that it he not 
quickly perishable; (2) that the quantity of each thing 
can be expressed by number, weight or~ measu·re; 
(3) that its quality can be determined by tests that 
yjeld almost identical results when applied by diffe .. 
rent officials, assumed to be expert and honest; and 
(4) that the class is important enough to ocetipy • 
large bodies of buyers and sellers. I 

In addition to these if the product is liable to 

considerable fluctuations in prit{fS it will attract 
speculators to deal in that product because, they 
speculate on the rise and fall of prices .. The most 
highly speculative counter on the.- Bombay Stock 
Exchange is ~e Tata Deferred-a share ·of the face 
value of Rs~ 30 selling at about Rs. 1,560 at pr~sent. 
The margin of fluctuation in prices at times is of. 
hundreds of rupees over two settlements. Cotton 

, and wheat among agricultural products are suitable 
objects of speculation. · They are not easily· perish-
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able and the quantity can be measured and 
• quality tested .. by honest and intelligent people. 

Further, they are important p~oducts with world
wide markets. like the manufactured goods; they 
cannot be produced to order in a short time. Conse
quently their prices are1iable to considerable fluctua
tions within two se~sons. At present wl.eat is selling 
very dear owing to abnormal demand and. cotton was 
fetching low prices in 1941 because of the loss of 
Japanese market which used to consume about 'o per 
cent of our exports of short-stapled cotton. The lead
ing association that regulates speculative operations in 
·cotton in the country is the East India Cotton Asso
ciation of Bombay. For wheat the Chambers of 

· Conurierce at the ports and in the mandis of Lyallpur 
and Hapur are the chief agencies. They attract 
speculators from far and wide who make a living by 
speculative purchases and sales and who render a real 
service to the society by carrying· risks that would 
otherwise be borne by people less fitted to b~ar 
them.. It is true that when speculation is carried on 
by people who neither understand its technique nor 
are equipped with financial resources, they demora
lise the market resulting in wild fluctuations of 
prices and heavy financial losses to the honest dealers. 
Such a tendency of the market should be checked by 
the· regu~ting authority. It is why speculation in 
wheat, cotton and rr~ny other commodities is stop
ped during the war time. 
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Our economic order is based on the exchange 
of specialised services and the problem of marketing 

_ enters into every exchange. It includes not only the · 
direct process of sale, but the whole organisation by 
which the original producer and the final consumer 
are linked together. The ordered conduCt of .society 
is dependent on the efficient system· of .marketing. 
Before the construction of railways in India, we. had · 
numerous examples of famines in certa~ provinces 
and of bumper crops in the neighbouring ones~ 

As the marketing machinery was not efficient owing 
to lack of means of .transport, people ,suffered from 
starvation and scarcity of food. . Now that the means 
of transport arid communication have -improved we 
not only transfer. internally between the different 
provinces, but even import from outside-say wheat 
from Australia. Thus the nature of famines 4as · 
changed from physical scarcity to unemployment. 

Broadly speaking, concentration and dispersion 
are the · major activities of the marketing process. 
On the one hand, thr-ough buying from the small, 
producers the products ~onc~ntrate in towns and _ 
mandis in poss·ession of stockists or banks. On the 
other, the concentrated products flow from a large· 
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-reservoir in a central location towards small con-. 
sumers or final users of the products. Both these 
activities are going on side by side. For example, 
the products of the farms, forests, mines and seas 
are collected from a number of small producers to be· 
concentrated in central places. This involves a 

. number of marketing functions, such as buying, 
transportation, storage, financing, grading and stan
dardisation and risk-bearing. 

Mter the assembling or collection of goods they 
are dispersed through wholesale dealers and retailers 
to the final consumers. From khattis and kotbas in 
the mandis grain flows to the ultimate buyers. It is 
the same thing with the manufactUred goods. Dis
persion calls for one or more of the following ser
vices: selling, grading, transportation, storage, finan
cfug and ·risk-bearing. Most of these services are 
coronion to both the activities of the marketing pro
cess and are usually referred to by businessmen and 
economists as marketing functions.· 
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MARKETING FUNCTIONS 

THE 11ARKETING PRocEssi 

I 
) . 
I -

Concentrating Dispersing _ . 

11 

a. Buying or assembling 

J 

Personal selling 
Advertising 
Mail solicitation 

b. Transporting · 
c. Storing-
d. Grading a. S~1ling Demonstrating 
e. Financing 
f. Risk bearing 

Displaying . 
I Installing 

. · l Packaging 
b. Transporting 
c. Storing 
d. · Gradinl!' 
e. Financing 
f. Risk bearing 
g. Dividing 

BuYING. (AssEMBLY) 

Buying is an important function and takes a 
considerable time and attention of the businessmah 

. as well as of the ultimate huyer. The businessman 
has to be very careful~ in his purchases otherwise he 
cannot successfully compete with his rivals be<;ause 
the margin of profit is cut v:ery fine. The purchaser · 
has to determine the needs . and decide the kind of 
goods, their quality and quantity to be bought and 
the sellers from whom they ate tq be. purchased. 
Then follows the fixation of price, the time of delivery 
and the _mode of payment or arrangement of credit. 
In the marketing of wheat, e.g., grain el~vators in 
the west and .kbattis and kothas in ~dia perform a 

1 Pyle-Marketing Principles (First Edition), page 66. 
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. 
very valuable service in· assembling or concentrat-
ing wheat ~rom a large number of firms. Tlus 
concentration is necessary to enable w~gon-load 

shipments and it also facilitates financing in the · 
marketing of the product. From the local mandis 
wheat is not only exported to ~e ports but is also 
available for resale in the mofus'sil. This concentra
tion is also advantage~us to millers who can buy 
at one place and are guaranteed a unifom1 quality. 
So far -our grading has not reached that level of 
efficiency but it is receiving increasing a.ttention of 
the ~farketing Section of the Council of Agricultutal 

·Research of the Government of India. Similarly 
cotton merchants also serve their customers by con
centrating quantities of like grades at poin.ts con
venient to their mills. Tlte co-operative markets 
not only sto(.:k long-stapled cotton, but arrange for 
its ginning and pressing as well. The Japanese and 
Bomba·y mills leave their agents in the cotton area 
to effect purchases of cotton in season as it has proved 

• 
· to be more economical and convenient. Assemb-
ling is most important in the marketing of com
modities which are produced on a small scale by 
numerous entrepreneurs scattered over the country
side. The collection of the agricultural produce of 
our cultivators is the best example of this kind. The 
village bani_ya collects ghee from hundreds of houses 
in every village. He takes it to the mandi in tins on 
ponies or camels. After proper grading it is tinned, 
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sealed, and labelled and then exported to the port . 
towns or large cities ~here it is dispersed for consump
tion. unlike this in the case of many manufactured. 
goods, once they are ready for the market, dispersion · 
rather than concentration takes place. The ~utput '?f 
a factory is sold· to the wholesale dealers who in their 
tum sell it to a large number of retailers. Some
times the factory appoints its own agents .through 
whom the goods are supplied to the ultimate buyers. 
Thus the factory output is being broken up .into 
smaller and smaller units until it · finally· reaches . 
thousands and even lacs of consumers~ 

The marketing of a great many commodities, 
particularly farm products ready for consumption, 
involves both concentration and dispersion. ··Buy
ers operating at local producing points-s.mall towns 
or big villages-are engaged in concentrating the 
products of many farms. The wholesalers of the 
city markets and big mandis assemble the produc;e . 
from many buyers in local markets. The whole
salers in turn break up these larger quantities int<? 
smaller units for the retail trade and the retailers sell 
in still ·smaller units to the consumers. Both the 

I 

wholesalers and · t~e retailers are t.hus engaged in 
.dispersion. This shows that both concentration and 
dispersion are going on simultaneously. 

A second type of concentration is the. bringing 
together or assembling of a number of unlike goods 
for the convenience of buyers. E~onomy o_f effort 
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and expense in buying are possible only when some 
one assembles a variety of like and unlike merchan-

.dise to facilitate selection by buyers who can pick 
and chqose. The purchaser finds it convenient to' 
buy a wide ... variety of foodstuff groceries, cloth and 
sundries from a single store or shop rather than to 
be forced to buy .from hundred and one places. . This 
is the justification for the existence of departmental 
stores where one can fill in all his requirements. 
There is, however, a move in the opposite direction 

·. by establishing multiple shops in different localities 
for the same class of goods. It is based on specia
lisation. An_ attempt is made to reach the very home 

. of the consumer. 
Base! of Purchase. Goods may be purchased in_ 

any of the. following ways: by inspection, by sample 
or pattern, or by description or brand. The com
monest form is when the buyer visits the shop or 
store of the seller and after Jnspection of the C)Uality 
of the goods he makes his purchases. Here the 
principle of caveat emptor will operate. A pattern 

. refers chiefly to , specimens of manufactured goods, 
such as cloth. Patterns are su~mitted to show the 
texture and shade of the cloth, the 'different oattems ... ' 

being numbered with standard numbers which are 
referred to when orders are placed. A sample is a 
specimen of goods particularly of raw products, 
foodstuffs, etc. It is submitted as a fair specimen of 
the bulk, and if found satisfactory, an order is placed , . 



MARIU:TlNG FuNCTIONS IJ 

on examination of the sample. When goods are sold · 
by pattern or sample, the seller guarantees that the 
goods in bulk shall oorrespond to such pattern or 
sample. Goods may also be sold by destr~ption or 
brand. In this case they ~ust be strictly in .accordance 
·with the description. .If goods are sold by descrip
tion of which sample is also shown, · to the buyer, 
the agreement will be on the basis of de~cription, 
e.g., A sells Io,ooo maunds of Chandausi wheat 
to B and shows sample of a certain class of wheat 
which is not Chandausi wheat B is not bound to 
accept this wheat and can insist on taking ·delivery 
of the particular kind of wheat known in the_ market 
as 'Chandausi ·Wheat." 

}.foil Orders._ The post is used ~o a large extent 
in the purchase and sale of goods, and in the case of ·. 
well-known commodities and advertised goods, the 
whole business may be carried on by correspondence. 
Goods are ordered by post and are paid for on 
delivery. Tills system is getting very popular. It 
is economical as the seller has not to maintain well.:. 
furnished show_ rooms ~ the b11:sy quarters. He 
need not engage the services of expert salesmen, but 
must spend considerable sum~ on ~dvertisements. 
and cataloguing, etc. Sometimes it is convenient. to
the buyer to place orders by selecting articles from 
catalogues-particularly when he is assured that his 

· price will be returned if the goods are not found to 
correspond to the given description or brand. But 
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this system sutters from certain serious limitations. 
There is· no provision for 'look and pick', and like a 
local retail store· or shop it cannot give facilities of 
credit or delivery. . The element of personal sales
manship~ always an effective factor, is also absent 
in· the mail order system. Still for recognised and 
well-reputed brands it is an excellent system. 

SELLING 

Of all the . marketing functions, selling is the 
most expensive and .yet the most difficult function to 
perform. It is easy to produce. goods but very diffi
cult to sell them at a profit in these days of competi
tion. From so .many quarters we hear the cry of 
'ove~-production.' The buyer is indifferent. He is 
sought after by competing firms. The seller has to 
create demand for his -wares, find buyers, e~ucate 
them in a convincing way about the usefulness of his 
goods, negotiate ·price and other terms, arrange to 
transfer the title and lastly make collections of his 
dues or allow customary credit. 

For certain classes of goods, e.g., victuals~ 
utensils and ordinary dothing, the demand is there. 
Only it has to be met. But for certain other classes 
of g<?ods, e.g., newly patented machines or published 
books, the demand is to be created. The prospec
tive customers are to be educated and convinced 
about the merits of the goods advertised or offered 
to the _public for sale. The question as to 'why 



MARKETING FUNCTIONS 

the consumer is sold and not merely pennitted to 
buy' is a most significant one. Its explanation lies 
in the present-day competitive system. Not only 
one article of food, for example, is in competition 
with all other articles of food, but in general, foods 
compete with clothing, clothing with motor cars, 
and motor cars with housing facilities, etc. Even 
the public utility services like electric supply com
panies and railways have to advertise to create demand 
because they too are not free from the effects of 
competition. Gas competes with electricity and 
motor bus with the railway system. These circum
stances, therefore, compel the seller to be alert in the 
creation of demand for his goods. He has to con
vert the potential market into an actual market, and 
that is made possible by advertisement, salesma.O.: . 
ship, demonstration and firm off~rs. At times goods 
are supplied to prospective buyers on approval 
basis without any cosf to them even for transit: It 
makes a psychological appeal to the customers as the · 
advertiser trusts them rather than ask them to trust 
him. The competition amongst sellers is of dis- · 
tinct advantage to the consumer. It has great edu
cative value; he is well served and he knows where 
to get a particular commodity with advantage.- He 
can make a more intelligent choice than might other
wise have been po~sible. In a departmental store 
the consumer can pick and choose while in a mail 
order business he can order from his desk. 
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General Conditions of Sale. The main factors 
which are to be considered in connection with the 
sale of goods ate the quantity, quality, price, pay
ment, packing and delivery of the -goods sold. 

(1) Quantity. The quantity of goods purchased 
by a customer will naturally vary with the condition 
of the market. It is the duty of the seller to deliver 
the exact amount which has been ordered, otherwise 
the buyer can reject the goods. 
- (2) Quality. There ate infinite vat1et1es of 

material all differing in quality. One of the most 
important points in a contract of sale is. the determina
tion of the exact quality which the buyer has in mind. 
The quali_ty is usually indicated in one of the foliow
ip.g ways:-!.(i) Sample or Pattern, (it) Description, 
(jii) Type, and (iv) Trade Mark. The first and the 
second have alteacly been explained. 

Type. When goods ate sold "to arrive," their 
quality is determined according to type. This is a 
standard sample taken from the crop in the early part 
of the season, and the year's gfowth is guaranteed to 
be equal to the type~ Should the produce prove to 
be inferior, an allowance is usually made, the amount 
being settled by agreement or by arbitration. 

Trade· Mark.. Goqds, and specially manufactur
ed articles of small value, tend more and more to 
be sold according . to the trade mark which signi
fies t.lte quality of the articles and facilitates the task 
of the purchaser. 
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(3) Price. The pric~ is. the sum agreed to be 
paid for goods' per unit of number, volume, weight -
or measurement. But there are other charges sub&i
diary to the actual pric~, stipulation as to which fre
quently appears in contracts. The principal terms 
with reference to price are: , 

Loco is the price for goods as they stand in the 
seller's warehouse or wherever they l?ay be at the 
time of sale, without including any charges whatever 
for transit or removal. · 

F.O.R. (Free on Rails) means That .the seller 
will bear all the expenses of putting the go~ds into 
the railway trucks at the station named. Thus 

• ~ . . . I 

F.O.R. Destination will include the railway freight .. 
F.O.B. (Free on Board2 implies that the ,~ellet 

will bear the expenses of conveying the goods upto 
and on to the vessel by which they are to be shipped. 
The freight is paid by the buyer. 

F.A.S. (Free Alongside Ship) means that the 
seller will bear the expenses of conveying the goods 
upto the vessel by which they are to be shipped, but 
no further~ 

C. & F. (Cost and Freight)- means that the 
price covers the cost of the goods, shipping charges 
and freight, that is, all charges· to the destination of 
the vessel except marine insurance. 

C.I.F. (Cost, insurance and freight) means 
that the price includes the cost of goods, shipping 
charges, freight and marine insurance. 
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Franco covers all expenses upto the door of the 
buyer. 

. In Bond refers to imported goods liable to cus
toms duties, which are stored in a government ware
house until the necessary duty has been paid. In 
Bond price, therefore, means that this duty will be 
paid by the buyer. 

Duty Paid price includes the customs duty pay
able. 

Note. The last seven terms are used in connection with 
foreign trade. 

(4) Payment. The payment of the price of 
goods may be made immediately or after the expira
tion of a fixed period of time. The following terms 
are usually employed in connection with payment. 

Prompt means payment within two or three days 
from the date of delivery without any discount. 

2.~% Prompt denotes that z~o/0 discount will be 
allowed on the cost of goods, if payment is made 
within a few days from the date of delivery. 

C.O.D. (Ca.sh on delivery) means that cash must 
be paid on delivery of the goods. 

C.l!7.0. (Cash with order) means that cash is 
to be sent with the order. 

3 A1os. Net means that payment rrmst be made 
within three months from the date of delivery and 
that no discount will be allowed. 

Cash against Documents means that the price of 
the goods is to be paid on delivery of the shipping 
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documents (Bill of Lading and Marine Insurance 
Policy). 

Documents against Acceptance. (DJA) means th~t 
the shipping documents are not to be handed over 
to the buyer until he has accepted the B JE drawn' ·in 
payment of the price . 

. Documents against Puyments. (DJP) means that 
the buyer must pay the Bill of. Exchange,· called the 
documentary draft, before he can have the shipping 
documents. , , 

Note. The last three terms are generally employed in 
foreign trade. 

Discount is of two kinds. Trade discount is an 
allowance in reduction of the price of goods sold.· 
It is made without regard to the time when payment 
may be received, and it is deducted from the price .. 
of the goods sold. No allowance is made on the 
charges. Cash discount is an allowance in reduction 
of the amount of an account. It is given for pay
ment of the account on or before a fixed date, and 
it is better not to deduct the discount from the amount 
until payment is· made. Trade discount is allowed 
for the benefit of the retailer ot the middleman, 
whilst a cash discount is allowed to encourage prompt 
payment. 

(5) Packing. In the case of small manufactured 
articles, packing plays an important part. Its object , 
is not only to protect the goods from damage, but 
also to induce their sale. When goods are sold in 
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packages or cases, there are three different weights 
·to be taken into account. 

(i) The actual weight of the goods, known 
· as the Net weight. 

(ii) The combined weight of both goods 
and package, known as the Gross 

weight. 
(iii) The weight of the package in which 

the goods are enclosed, called f,tre. 

Act11al or Real Tare means that the package has 
been weighed separately from the goods before they 
were p~.cked; At·erage Tare is taken where the 
packages are numerous, and of a similar size or 

- shape, and only a few have been weighed to form an 
average for the whole; while Ctis!omary Tare is an 
established allowance made in some trades for the 
weight of packages which are so invariably alike~ or 
of such uniform weight as to warrant a fixed per
centage allowance being made for them. 

(6) Delivery. The seller of the goods must allow 
the buyer to obtain possession of the goods bought, 
though he need not actually deliver them to the 
buyer. Anyhow the property in the goods must 
pass to the buyer to constitute delivery. The follow~ 
ing are the terms used in connection with the deli
very of goods. 

A "Spot" sale means that the goods are actually 
on hand at the spot and can be delivered immediately. 
\Vhen goods are sold "to arrive," it means that they 
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are in course of transit (generilly on the sea), and will 
be delivered on arrival of the vessel by which they 
are being conveyed. 

Prompt Delivery means that the goods are ready, 
and the buyer can take delivery of then:t immediately; _ 
in some cases, however, a wider meaning is given to ' 
the term-that the goods will be delivered in a few 
days. 

' -
Forward Delivery means delivery within a . stated 

period or at some future time. 

TRANSPORTATION 

Probably the most ·important invention ·of. the 
mode.rn period is that of the steam engine ·which has . 
revolutionised transport on the land and in the ·seas 
and air. Before the revolution in transport,. out 
markets were of limited extent only. The eX.change 
of goods was confined to _costly and light goods. 
Gibbon characterised the Eastern trade as. 'splendid 
ap.d trifling.' It was true not only in the Moghul 
period but even after-at least upto 1850 when the 
construction of railway lines was taken up in hand 
by the East India Company. · Lord Dalhousie's 
Minute on Railways and the outbreak· of the Mutiny 
~ccelerated the constn1ction work and ih' a short time 
the ports were joined with tile r...interland. This 
gave ~ stimulus to q:te foreign trade of India. Out 
agriculture was coromercialised at;ld we produced 
cotton, jute, tea, rubber, and oilseeds for foreign 
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markets. In exchange, we received cheap and stand
ardised machine-made goods of the \Vest. After 
the opening of the Suez c~nal in 1869 the distance 
between India and England was reduced by about 
3 ,coo miles. Sub-marine cables were laid between 
Bombay and the Suez. The result was that less 
valuable and bulkier articles began to pass through 
tbe Suez. 11ore and more of whe.at was exported 
from India to the West, as formerly owing to 
excessive heat it was spoiled in transit when ex
ported round the Cape of- Good Hope. The export 
of oil seeds also increased very much in quantity. 
Inter alia, we imported British coal and machinery 
for our newly established factories and railways. The 
railways determined the nature and direction of our 
trade. If India had been given a network of rail
ways within the country, our trade would have 
developed on different lipes. Lord Derby very cor
rectly said: "What was wanted in India was not costly 
lines for rapid travelling laid down in a few parts, 
but a comparatively inexpensive, though slow, 
means of communication extended all over India". 
The result was that our foreign trade developed to 
the neglect of the internal trade. The Indian agri
culturist produced for international markets and got 
cheap and standardised goods of the West in exchange. 
The telegraph and telephone provided further facili
ties to the trade. At present we have over 41,ooo 

route mileage in India. Considering the size, area 
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and population of the country our railway system 
falls far short of our requirements. The road system 
too is not well developed and our rivers are not 
navigable for long distances. Therefore, one of the 
drawbacks in the ·marketing system of the country 
is the inadequacy of transport facilities. Transporta
tion is the ~ost important single factor that has 
brought about all this industrial progress. Distance 
ts annihilated. We have world-wide commerce 
and international markets. Right from the producer 
to the ultimate consumer, there is transpo~ation of 
goods at every stage. In fact, facilities for efficient 
and economical transportation determine the location 
of industries and markets. 

STORAGE 

Whilst transportation creates place utility, stor
age creates time utility. All the goods produced or 
manufactured are not consumed at. the time they are 
produced. Most of the products of nature are pr~
duced seasonally, or in other words the supply is 
seasonal. We get our cane crushed from November· 
to March. Wheat, barley _and gram are rabi crops 
and produced in April and 1\fay; whilstjwar, bajra 
and cotton are kharif crops and produced in Septem
ber, October and November. But the demand for 
these products is year-round~ They are to be st<?red 
by some one. It may be the producers, the middle
men or the consumers. In the case of cotton the 



2.6 MARKETING IN INDIA 

spinning and weaving mills may stock raw material 
just as flour pillls may stock wheat. But generally 
it is the middlemen, who stock the produce because 
they possess facilities of warehousing and financing 
and specialise in risk-taking. It is they who enter 

· into forward business and carry on speculation in 
our. mandis. 

Unlike the natural products, the demand for 
some kinds of manufactured goods is seasonal, e.g., 
electric fans are wanted especially in 'hot spells,' in 
the months of May and June in India; fire works, 
zardozi and kamdani goods command the best 
sales in some of the winter and summer months when 
it is.-the marriage season among the· Hindus. Toys 
have the biggest sales on Dewall and Id. But these 
goods are produced much ahead of the demand and, 
therefore, they are to be stored for sometime in anti
cipation of the demand. The consumer is generally 
reluctant to anticipate his need for goods and is not 
willing to store them in quantity. At times he is 
incapable of it because his means are limited. The 
industrial population of cities lives in one or two
roomed houses where it is impossible to store any 
provision. The educated class is not only in~erent 
but almost apathetic to the storage of goods. They
demand that supplies of goods are available to them 
in quantities and at times to meet their airrent needs. 

_ To meet these requirements, producers or mid
dlemen must, in some way, provide for storage. 
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One of the important services which the ·retailer per
forms is that of assembling and storing goods for 
the convedence of the . consumer. Similarly the 
retailer expects the wholesaler to keep stocks and 
supply him his requirements. Thousands of retailers 

-are unwilling to buy goods direct from manufacturers 
because the minimum unit of sale fixed by the latter 
is beyond their buying capacity. It will mean heavy 
risks and unbearable storage costs. The · retailer 
relies upon the more accessible stock of the whole-. 
saler. The wholesaler relies on the manufacturer 
to produce and store certain ·kinds of merchandise. 
Besides the finished goods the manufacturer has to 
store raw materials and, at times, completed·parts 
for ready assembly. 

It may, therefore, be concluded that goods have 
to be st?red at every step through the marketing · 
process, and that they should be readily availab~e to 
the purchasers, (middlemen or consumers) in quanti-· 
ties they wish to stock. Storage thus aids in making 
an adjustment between production, on the one __ hand, 
and demand, on Llte other. 

Storage may be of the simplest kind, as is found 
in the homes of Indian cultivators for stoting wheat 
and other grains, oil seeds, cotton and jute. The · 
farmer stores his small produce in ~ kothi or k.t~thla 
or stocks it, as in the case of jute, in a covered space. 
The dealer in the city stores grain in khattis and 
kothas, eac~ having a capacity of several hundred 
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maunds. Coal is stored in yards or open spaces, and 
petroleum in large tanks. Improvements are being 
made in the storage process. Kacbbi or earthen 
k.hattis were replaced by brick khattis, and now, here 
and there we find cement works where carts can be 
unloaded freely. In the western countries they have 
elevators where huge quantities of grain are stored 
after grading. These elevators are found to be too 
costly for this country. • 

The scientific age has further helped the pre
servation of food, vegetables, eggs, etc. These 
things are of a perishable nature and ordinarily 
deteriorate in quality very soon. But now by means 
of refrigeration they are kept cool and wholesome. 
Railway companies provide refrigerating cars for 
perishable goods. 

GRADING AND STANDARDISATION 

According to the definition recommended by 
the Committee on definitions of the National Asso
ciation of Teachers of 11arketing and Advertising in 
U.S.A., standardisation involves the determination of 
basic limits or grades, an establishment of model 
processes and methods of producing, handling and 
selling goods and services. Grading, on the other 
hand, is the process of sorting individual specimens 
of a given product to the standard grades or classes 
to which they belong. In other words, a standard 
determines the quality and grading is the process of 

• 
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of -dividing a quantity of the same kind of goods into~ 
uniform groups according to certain standards of 
quality, size, shape, colour, texture, degree of clean
liness, acidity or other significant characteristics.1 

A standard carries the idea of uniformity of quality. 
Grading is the actual process of selection and classi.;. 
fication of goods according to different standards 
fixed by trade or the Sta~e. The consumer demands·· 
goods of a particular quality and insists ~at ther 
should conform to th~ given sample or . description. 
In case of machine-made goqds, it is _comparatively' 
easier, although here also all _the output is not of. 
uniform quality. There are some seconds (second 
quality) as well. The -manufacturer must separate 

. . . 
the inferior stuff from the ~superior wares. ~e 
purchaser is accustomed to buy according to trade 
mark or brand, and this c~n be ~ossible only when 
goods are standardised. 

In case of natural products uniformity of quality 
is impossible. We do not get all the oranges,. apples, 
tomatoes and eggs of tP.e same size, colour and qua
lity. If they are sold as they are produced they will 
not fetch as good prices as when they are graded ac .. 
cording to given standards. The very rich may afford 

. ! f • 

to pay fancy prices for really first class goods and 
the poor may be charged ·'what the traffic will bear' 
price for the last quality. Every standard or cl~ss 

1 Pyle, Markting Principles1 (First Edition), p. 78. 
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of goods will meet the demand of a certain section 
of buyers. Advertising and goodwill are based on 
the building up of confidence, not only in the quality 
of an article, but that the quality wm always be uni
form. The buyer will have the satisfaction t~at 

he is purchasing the goods for which he is making 
payment. There is little room for cheating in case 
of branded and well-advertised goods. 1fail-order 
business implies reputation for established grade8. 
A spinning mill will demand cotton of certain quali
ties according to the kinds of yarn it has to produce. 
It may need long-stapled or short-stapled or mixed 
cotton. It may give the description of the length 
and colour of the fibre. Grading removes the . ek
ment of speculation from buying and enables the 
seller to secure a better price for his goods. <;;rading 
makes it possible to sell by sample and description, 
without the need for personal inspection, and thus 
widens greatly the ·market fot a commodity. Grad
ing renders the distribution of goods easier at all 
stages. Goods can be readily bought or sold on the 

·basis of grades by telegram, telephone or letter with
out reference to their physical characteristics and 
location. They may also be sold for future delivery 
as easily as for cash or immediate delivery. The 
introduction and regular use of standard grades even
tually leads to uniformity in quality of production 
types, and tends at least to reduce, if not eliminate, 
the heterogeneous number of varieties many of which 
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may be redundant or unsuitable for certain pur
poses. 

A good example of the effect of grading in 
raising values is found in the case of eggs 1 Eggs 
are ·.sorted by size and cleanliness into fancy and 
common grades, by colour . i~to white and brown . 
and by freshness into certified grades for fancy tr~des, · 
candled or tested grades and common. _ Th~ elimi-' 
nation of a few. dirty eggs will increase the price of 
the lot much more than proportionately.l 

Agricultural marketing in India is of a very . . 
cru,de form. Little progress has been niade in the 
grading and standardisation of the agricultural pro
duce. Since 193 5, the Agricultural Marketing Ad
viser to the Central Government and the· Marketing 
Officers in the Provinces and certain Indian States 
have been paying attention to the. grading of agricul
tural produce. The Agricultural Produce (Grading 
and Marketing) Act was passed in 1937. Experimental 
grading stations are operated by the Central Ma~ket~, 
ing · Staff as well as by the Provincial and State 
Marketing Staff. · An "important new principle intra-· 
duced and accepted by authorised packers is to affix 
AGMARK labels and pay for them. To ensure that 
the standard of-quality is maintained and· the ..;eputa
tion of the AGMARK safeguarded, the Government 
maintains a Central Control Laboratory Staff who 

1 Dutton, Bussiness Organisation and Management, p. 394· 
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have been authorised to inspect graded produce in 
. the provinces and minor administrations. The 
standards for different classes of cotton are establish
ed and controlled by the East India Cotton Asso
ciation in Bombay and by the kindred body in Karacqi. 
Grading as recognised in most of large wheat 
producing countries of the West does not exist in 
India. But all the same certain broad classification 
is made by the trading community to enter into spot 
and forward contracts. The State agency makes 
attempt to grade the following hln:ds of goods: 
fruits, vegetables, eggs, dairy produce, tobacco, 
coffee, hides and skins, fruit products, ata, oilseeds, 
vegetable oils including hydrogenated oils and vege
table fats), cotton, rice and lac. Standardisation and 
grading will check adulteration of food, e.g., AGMARK 
ghee is sold in large quantities. 

Oosely associated with grading is the question 
of packaging. Packaging, inter alia, puts articles on 
the market in convenient-sized lots. In the case of 
wholesale trade the unit is fixed partly by the custom 
and· partly by convenience of handling or use. A 
wheat bag shall not contain more than two and a 
half maunds. A sugar bag usually contains two . 
maund~. and thirty seers of sugar. But this is the 
maximum weight a man may carry. Ordinarily, a 
sack or bundle usually runs in the neighbourhood 
of I! to 2. maunds, a weight a man can carry. A 
barrel of so gallons of liquid is about as large as a 
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man can handle by rolling.·. The cart-load, boat
load, ass-load, pony-load, ·camel-load and other • 
measures are units determined by convenience of 
handling. 

In retail packaging, the unit of use prevails. In 
a society with a drift towards urban living, with 
smaller rooms and houses and more accessible stores, 
the tendency is to package in smaller units. 
• Packaging, besides the advantage of protection 
of merchandise from handling, makes it possible 
effectively to brand the goods, and, therefore, to build 
up goodwill for a brand, e_.g., 'Othello pencils', 
'Panama blades,' 'Swan ink,' 'Parker pens,' etc. Often 
it may be difficult to brand goods. Lumber is 
stamped on the ends of boards, or the lower face of 
flooring. Fruit is branded on paper wrappers which 
protect it, more lately by a stamp directly on the skin 
of the orange or other fruits. 

FINANCING 

The present-day commercial structure is based 
on credit. Modem methods of production and 
marketing entail a considerable delay from the be
ginning the production is taken in hand to the time 
it reaches the final consumer. The farmer, the 
nlanufacturer, and other producers have to a~semble 
various factors of production and pay for them before 
they can be reimbursed. · The final consumer 
demands credit from the retailer, the retailer from the 

3 
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wholesaler, and the wholesaler from the manufac-
. turer. The manufacturer approaches the industrial 

or commercial banks for finances. At times there 
is an unnecessarily long chain of middlemen. Thus 
a wide gulf is created between the manufa~turer atl;d 
the consumer. Further, the goods are to be ex
ported from one country to another. The forward
ing merchant draws his bill on the importing mer
chant against acceptance or payment and generally 
discounts it with his banker who advances 70 to 7S 
per cent of the value of the goods against their hypo
thecation. The ·merchants store large quantities of 
goods for considerable times, e.g., wheat or- cotton. 
They _are financed by banks on their hypothecating 
the produce. Thus it is clear that at every stage in 
the marketing process the functionaries need credit 
and without proper financing facilities this elaborate 
mechanism cannot operate. 

A word about financing of agricultural market
ing ·in India. The tiller. of the soil is invariably 
poor and illiterate. He is financed by the village 
bania or mahajan, kJstWala or rahtiwala (in west U.P.), 
in Oudh (ugahiwala), in East U.P. (hundiwala). Be
fore the crop is ready, often he takes advances from 
the money-lende~ against the standing crop. For 
various reasons generally he sells his produce in the 
village, ald1ough the tendency among the cultiva
tors in the Punjab and the west U.P. is to sell the 
produce direct in the mandi. But where he does 
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not possess his own conveyance and he feels he can . 
better utilise his tinle without _any finanCial loss, he · 
disposes of his produce in the village. Phcriwalas . 
or bcoparis move about from village to village. On 
very small margin. of profit. they make purchases. 
Very often their purchases are not free from an ele
ment of speculation ~r risk. They count more on 
the rise . in prices than on the difference between the· 
purchase and sale prices. This class renders a useful 
service to the society. The kachcha arhatiya or the 
commission agent through whom sales are effected 
in the mandi. finances the village beoparis. He . is 
assured of a regular custom from them.- The kachcha 
arhatiya is financed by the pakka arhatiya or the 
stockist who is generally a ·substantial person with 
valuable connections. He purchases the produce either 
to stock or forward it to the ports or foreign mar
kets. Against t_he hypothecation of goods he receives 
advances from banks. He draws hundis w:hich may 
either be trade bills or accommodation bills. Thus 
banks grant credit either by discounting hundis or_ 
on hypothecation of the produce. The Co-opera
tive Department also finances agricultural marketing 
to a little. extent. We discuss this: subje1c~ at some 
length in a separate chapter. · 

RISK-BEARING 

Risk-~earing is one of the most important func
tions in the marketing process. There is transfer of 
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property at every stage of the process and, as is well 
known, property always carries certain risks with it. 
The manufacturer. has to assemble the raw materials, 
plall;t and machinery, land and building, labour and 
working capital. As enterpriser. he incurs risks of 
various kinds. For example, take the case of a miller. 
He stocks wheat to be converted into flour. By 
the time his flour is ready, say, the price of wheat 
has fallen in the market. The result will be that he 
will have to sell his flour at a ·reduced price. Let 
~s take another instance. A cloth manufacturer may 
produce a large quantity of a particular kind of suit
ing cloth which is very much in demand when he 
works out his production schedule. · But by the time 
these goods are put on the market the consumer has 
switched off his demand to some other quality or 
brand resulting in a great loss to the manufacturer 
as he can sell his stock only at reduced prices. Simi
larly a publisher may wrongly judge the extent of the 
market for his publication and get a few thousand 
copies printed which may never be sold away. All 
this will be a dead loss to him. Risks to the pro
ducer may be of other klnds too. His plant and 
machinery may become· obsolete owing to certairi 
new inventions or they may accidentally break. The 
building may be destroyed by earthquake or fire; 
the labour may go on strike or money may become 
tight in the market and be available only at very high 
rates of interests. 'Indian agriculture is a gamble 

/ 
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in monsoon.' lt suffers from risks of scarcity or 
excess of rainfall. Other risks' arise from cau~es 

such as, storms, weather changes, fire, wars, strikes, 
insects and diseases of farm animals, fruits and crops. 
Perishable goods suffer from inherent vice and dete
riorate in quality very soon. _ 

11erchants-wholesalers and retailers alike
suffer from risks too. Their resources are limited 
and within their means they have to purchase assort
ed stocks. If they do not anticipate the consumers' 
demand correctly, they will have unsold stocks on 
hand for the next season which will be shop-sojJed 
and may probably get out of: fashion. It is, there
fore, on the intelligent anticipation of the demand 
that their success lies. Then, there are risks of_ bad 
debts, theft, fire, changes in prices and fashions; and 
Joss of purchasing power-of certain markets. Our · 
exports of short-stapled cotton to Japan ceased afte.r 
the outbreak of Wa.r with that country. ' Our pro
ducers and merchants thus lost a very good market. 
The price of cotton fell down considerably and the 
merchants with large stocks on hand suffered heavily. 

But it must be clearly understood that whilst 
the risks in the making and marketing of the goods 
have increased owing to the intemationaf character 
of the present-day corD.m.e.rce and the wide gap bet- · -
ween production and consumption of those goods,.· 
the society has devised means to eliminate o.r at least 
minimise those risks. In the present fonn of in-
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dustrial organisation, 'the risks of making and mar
keting fall increasingly on the shoulders that are best 
fitted to bear them.' (Marshall). Insurance com
panies-a class of specialists in risk taking-assume 
certain types of risks under. definitely specified cond.i
tions on payment of certain fees or premiu~s. They 
cover loss against fire, accident, burglary, etc. Policies 
can as ~ell be obtained on shipment of goods by 
sea for covering marine losses. By means of the 
refrigeration process the risk of spoilage and deteri~ 
oration of goods in the factory or in transit has very 
considerably diminished. Through hedging trans
actions producers, merchants arid manufacturers are 
able to transfer a PC?rtion of the risk arising out of 
changes in prices of certain commodities to specia
lised dealers called speculators. The speculator, so 
far as he correctly anticipates the trend of the market, 
steadies the prices .and thus renders a useful service 
to the society. By means of arbitrage dealings fluc
tuations in the prices at different places are minimised. 
·n1us the speculator regulates the supply and demand 
between different markets and between different times. 
His specialised knowledge and resourcefulness stand 
him in good stead. Further, the rapid gro\vth of 
the means of communication and transportation, 
the market surveys and researches, the progress in 
the technique of marketing in organised exchanges 
and mandis and the dissemination of informa
tion to all concerned have very considerably 
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reduced the. risks in tJ:le making and marketing of 
goods. 

; CoLLECTION AND DISSEMINATION oF MARKET . 

INFORMATION 

The collection and dissemination of market in
formation are responsibilities shared by the consumer 
and all those who sell to him. The consumer re
ceives much of his information about merchandise 
and their sources and prices from the personal sales
manship, advertising and .displays of sellers. Fellow 
consumers also serve as sources of market informa
tion concerning quality, terms and prices of goods. 
The successful retailer must collect ~d interpret 
market information to guide his buyers. Selling, 
whether it takes the form of personal salesmanship 
or advertisement, must rest upon . the- infonruition 
about prospective b!lyers. T~e wholesaler and the 
manufacturer have responsibilities since the . two 
must condition their purchases and sales upon the 
market information which they have collected and 
interp-reted. The most successful selling campaigns . 
have been those that have been placed on careful 
market studies. In tact, some marketing institutions, 
e.g., those of brokers and resident buyers, owe thdr 
existence, in a large part, to their skill in obtaining, 
analysing and distributing information concerning 
sources of supply; prices, and price trends and other 
market conditions, Gove.$ID~tit agencies ·also col- . 
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lect infonnation for the benefit of the consumer as 
well as the producer, e.g., in India we have at the top 
the Director of Commercial Intelligence under whom 
is a staff of statisticians and other experts. This De
partment issues weekly journals, The Trade ]orJrnal, an~ 
The Review of Trade for British India and other publica
tions wherein prices and price trends of agricultural 
and manufactured commodities are given besides the 
quantities and directions of our import and export 
trade. 
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The marketing organisat~on of a place depends 
upon the economic organisation of its society. In 
the days of barter economy marketing organisation. 

, must have been of the simplest kind. Production 
• · was on a small scale and the gap, in time 

and distance, between the producer and the final 
consumer was of an insignificant character. With 
the increase in the size of business unit necessitated 
by the revolution in the technique of production and 
transpo:t;t, the producer has confined his activities to 
the improvement. of production side only. The 
distributive and exchange functions are delegated 
to specialised agencies .. As a result of industrialisa
tion the urban population has increased and t~e 

standard of living of the so-called industrialised coun
tries has very considerably. improved. The agri
cultural countries like India ·and China are making 
strenuous efforts to follow in their footsteps and the 
inhabitants of these countries feel miserable when 
they compare their own standards of living1 with those 
of the countries that exploit them. For the satisfaction 
of these wants somebody must perform the services 
of buying, selling, storing,· transporting, grading, 
financing and risk-bearing. It may be individuals or 
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associations or groups of individuals. 
While it is possible for one firm to perform all 

the services necessary to market jts products, this is 
an exceptional situation. So long as the producer 
finds _it more economical to devote his major atten
tion to producing and to delegate to the specialised 
marketing agencies the task of selling the goods; so 
long as the ultimate user finds it more convenient and 
economical to suppli his wants by patronising the 
retailer, for instance, rather than by seeking out • 
and buying from the original producer, we should 
expect to find the services of the so-called middle
men greatly appreciated. When production is on a 
small scale, by a large number of producers scattered 
over a wide area; when the goods are in universal 
demand, bought frequently and in small amounts 
at a low unit price, the middlemen have, generally 
speaking a strong economic position.1 

. In the last chapter we have discussed the ~arket
ing functions. Now we propose to discuss the 
agencies that perform those functions. These func
tionaries are called by various names or designations. 
Generally they take their designations after the set· 
vices they perform. Broadly speaking, they may be 
classed as functional middlemen and merchants. 
Functional middlemen are agencies that perform 
marketing functions without having title to the goods, 

1 Pyle, Marketing Principles, p. 86. 
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e.g., brokers, purchasing and selling agents, adver
tising agencies, common carriers, such as railway 
companies, shipping companies and airways, banks 
and insurance companies, etc., etc: For every func
tion we have one or more kinds of functionaries. 
They are paid certain fees or. charges for their respec~ 
tive services. On the other hand, merchants are the 
middlemen who buy the merchandise, get title to 
it, .take risks on their purchases an~ effect sales with 
a view to make profit on their purchases. Unlike 
the merchant, an agent gets no titl~ and incurs no 
risk, except in certain specified case.s, on the goods · 
handled by him. 

1ferchants may be divided into two main clas- · 
ses-wholesalers and retailers. A wholesaler is one 
who purchases his stock direct from the mamifac
turer or importer in comparatively larger units and 
supplies merchandise to the . retailers in compara
tively smaller units. He · serves as a link in the 
mech'anism of commerce by connecting the. manufac
turer on the one hand and. the retailer on the other. 
The retailer buys goods from the wholesalers, impor
ters and others in_ relatively small quantities and sup
plies them to the ultimate consumers. He is a link 

. l , 

between the wholesaler and the consumer. 

THE WHOLESAIJER 

The Wholesaler's Services to the Manufacturer: By 
placing big orders the wholesaler makes it possible 



44 MARKETING IN INDIA 

for the producer to manufacture goods on a large 
scale and thereby effect economies. He supplies 
numerous retail dealers over a wide area and thus 
creates a big market for the wares of the manufac
turer. Individual requirements of the public are 
collected by the retail customers, and are passed on, 
in their aggregate, to the manufacturer by the whole
sale merchant. This enables the· manufacturer to 
~evote his time, attention and resources to the pro
duction side only. Contrary to this, if he were to 
approach the r:etailers direct, it would have been 
very troublesome and expensive to him and the 
results in the end would not have been so satisfac
tory. The society as a whole would have been the 
loser. 

Another service which he renders to the manu
facturer is that of a large stockist. In the proc~ss of 
marketing every dealer keeps some stocks, but it is 
the wholesaler who forms the second-line reserve of 
stock. He assures the retailers of a regular and con
tinued supply. The .retailers keep small · stocks of 
assorted goods in the hope that they will replenish 
their stocks when necessary. Generally,· manufac
turers produce goods to order. They get orders in 
advance, often several months before the season. 
In the off-season they manufacture goods for 
orders against which generally they receive advances 
from the wholesale dealers. Thus not only does 
the wholesale dealer provide custom to the manu-
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facturer, but he also finances· him and ~at too in the 
slack season. He permits the manufacturer to 
specialise in the kinds of goods he can produce best. 

S erviccs of the Wholesaler to the &tail Dealer. The 
success of a retail dealer lies in the quick turnover. 
He will be better off if he tums over his stock several 
times in the year even though at ·a small margin of 
profit rather than lock up his money in stock that 
may sell very slowly, although at higher · rates of 
profit. Suppose a retailer keeps a stock of Rs. s,ooo 
on an average in the year. He turns it over, say, 
six times in the year or every two months and gets 
a modest profit of 6 per cent on his turnover. He will 
reap a profit of Rs. I,8oo in the year or 36 per cent· 
on his investment. As against this if another retail
er invests the same sum but is able to tum over his 
stock only .2. times a year or half-yea:tly, and charges . 
as high as I .2. per cent on his turnover, his total pro
fit will only be Rs. 1,2.oo in the year or .2.4 per cent 
on his investment although he has charge<;i double 
the rate of profit in the latter case: 

The retailer has to m~ke the best use of his 
limited resources. On the one hand, he has the temp
tation to purchase a particular conlffio~tr in a large 
quantity and get better rates from the supplier, on 
the other, he would like to invest his money in select- _ 
ed goods that can sell in no time although they may. 
be had a little dearer. He has to use his discrimina
tion and judgment. But if he is assured of a regular 
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and prompt supply ·he ~ always prefer to stock 
assorted goods because he knows that he will reple
n~sh r...is stock when it melts away. This ~e.rvice is 
rendered by ·the wholesale dealer who keeps large 
stocks ready at convenient places. Besides this, 
the wholesaler grants customary credit to the retailer 
who is allowed time to convert his purchases into · 
cash if he sells for cash only. If otherwise, he should 
be able to realise his debts before making payment 
to the wholesale dealer. 

. Notwi~standing all that has been. said. above, 
there is a tendency on the part of manufactures, in 
certain trades, .to eliminate the wholesale dealer and 
market direct to the shop-keepers or retailers. In 
such cases it is not that the function of the wholesale 
dealer ceases to be exercised, but that the manufac
turer himself ~ssumes this· added responsibility. He 
functions .as manufacturer-cum-wholesaler, or in 
other. words, he becomes the wholesaler of his own 
goods. Joint. stock enterprises, with · facilities of 

. finances and the benefit of limited liability in the 
event of the failure of tpe enterprise,· may undertake 
such ventures. But generally it will be only for 
branded or 'trade-marked' goods that direct market
ing is adopted. Such goods are extensively adver
tised by the manufacturer who builds up a reputation 
and creates a demand for them. In a way he com
pels the shop-keepers or retailers to buy from him. 
In the marketing of textiles or genera] merchandise, 
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the middleman is indispensable. 
For marketing agricultural produce in India, 

e.g., wheat or rice, tea or fruits, raw cotton or raw 
woo], the growers cannot themselves singly get into 
direct ·touch with enough retailers to buy. all their 
produce. Where the produce is perishable, like 
fruits, vegetables and fish, the producers cannot 
store it to await buyers without taking up the cold 
storage business in addition to their own. _9rdinari)y,' 
the beopari links the village with the smal.t_ mandi 
and the kachcha arhatia links the small mandi and 
the . big organised market. The kachcha arhatia acts 
as a commission agent for all sellers in tbe country
side, including cultivators, village banias, beoparis 
and other itinerant carrier~ Jjke kumhars and banjaras. 
The pakka arhatia or wholesaler or stockist does not 
deal directly with the sellers but buys through the 
kachcha arhatia. The pakka arhatia stocks the p~o
duce or sends it to the ports to be exported o1,1tside 
the country or purchases it for exporting agents. The 
pakka arhatias at such markets as Hapur and I..yallpur 
are_in close touch with the foreign markets, and thus. 
the world prices govern the prices in our. organised 
mandis, which in their tum, govern the prices of the 

' , 
small market and the village.. Besides exporting to 
the port or outside the country, the pakka arhatia sells 
to the retail trader as well. He is the primary dis-

, . 
tributor of agricultural produce, and so stands at 

~ ' 
the apex of the structure of Indian marketing, with 
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the kachcha arhatia and the dealer in the small mandi 
in the middle, and the village bania, beopari and 
cartman at its base.I 

Public opinion is invariably watchful towards 
and often suspicious of, the middleman. This ten
~ency has its cause partly in the recognition of the 
fact that intermediaries carry none of the risks inci
dental to production. Crop failures or cattle plagues 

_ th~t may ruin the cultivator inflict no mortal hurt on 
the business of the middleman. Indeed, periods 
of agricultural depression are not uncommonly those 
in which distributors prosper most. In the main, 
distributors are tolerably . secure in the enjoyment 
of their profit margins, merchants being, as a rule, in 
a position, by adjusting prices to pass on to the con
sumer any rise in costs, while commission agents 
are concerned mainly with obtaining their commis
sion over the largest possible turnover. It is clear, 
however, that public opinion is not fully informed 
on the costs and the risks incidental to the business 
of distribution in modern conditions. The Royal 
Commission on Indian Agriculture deprecates easy 
generalities suggesting that every ill from which the 
cultivator suffers is traceable to the existence of 
hordes of rapacious and unnecessary middlemen. 
Such statements disturb confidence, while distracting 
attention from faults in the system of marketing 

1 Report of the U. P. Provincial Banking Enquiry Committee, p. I S 5 
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which are capable of being remedied o'r removed.~ 
. · Attempts are being made to eliminate the mid~le- . · 

mari by establishing departmel!.tal stores or multiple 
shops. In the former case the store is ~ituated ·in· 
some central place a~d is stocked · with all: ·sorts of 
merchandise. Unlike thls, the multiple shop system: 
is to specialise in certain kirids of goods which are 
taken to the home of the consumer. Co-operative . 
stores are also to cut the profits of the middleman. 
All the~e attempts have met with partial success only. 
The fact is that until producers of all kinds of go~ds 
take upon themselves the responsibility of a. whole-.· 
sale merchant, which is not ·always possible,· some 
intermediary or middleman will be nee~ed., . And 
until the small manufacturer is entirely squeezed out ·. 
of industry, a wholesale buyer will be a necessity to 
him to p~rchase his manufactures in convenient 
bulk and to convert them.into cash. without inconve
nient delay. The middleman has been subject to just· 
and unjust criticism. He is primarily held responsible 
for the difference between the consumer's price and 
and the producer's price. His contribution to the.· 
economy of marketing has been variously assessed. 
To the people -w:ith no practical knowledge of the 
marketing practice, he has appeared as a· parasite who 
grows fat at the cost of the producer as well as the 
consumer. But to others who have -a· real insight 

1 Report of the Royal Commission on Agrict~lt~~re, p. 383. 
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into the problem and are not apt to generalise easily, 
he appears as an inevitable and useful link in the 
chain of marketing organisation. The Royal Com-

. mission on Indian Agriculture, whose opinion is 
shared by many other resp~nsible committees, e.g., 
~e Provincial and Central Banking Enquiry Com
mittees has very ably and jusdy sumnied up the whole 
position as- follows : . 

"The aim of better marketing is not necessarily 
to displace any unit in the existing machirie . but to 
enable that machine to function to greater advantage. 

· We have, d1erefore, no suggestions which involve the 
elimination, root and branch, of the middleman. In 
the economic organisation of the modem world, he 
fulfils essential functions and neither in India nor 
elsew~ere is it possible to dispense with rJm. Collec
tion and distribution and. the accommodation of 
supply to demand between locality and locality are 

· everywhere complicated and delicate processes which 
would be impossible of performance without , the 
skilled services ofthose who spend their lives in the 
business. In no country are these difficulties greater 
than in India, where communications are ofte!l ex
tremely bad and where production Js in the hands of 
a large number of petty cultivators who, for the most 
part, lack both the financial resources and the neces
sacy storage to attempt any .regulation of their selling · 
in accordance with the state of the market and whose 
produ~, as marketed, leaves much to be desired . 
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both as regards purity and quality. The services of 
the middleman must be paid for and, on the whole, 
ii: cannot be said that the remuneration the distri
butor receives, especially. in these days of Increas
ing con1petition, is an unduly heavy/ one."I 

THE RET AlLER 

The retailer occtipies an important position in 
the marketing orga_nisation. He is the final link in 
the chain of supply. He assumes the responsibility 
of holding stocks from which the consumer may 
purchase after proper selection. The word 'retail' 
has come to the English language through French, 
from the prefix re and the verb 'tailler,' meaning 
"to cut." Evidently, the retail trade was · viewed 
as one that cut off small portions from larger lumps 
of goods. · In contrast_ to "retail" the term "whole
sale" is used for the handling of whole, instead of 
broken bulk. Many a customer· is unable to buy 
in bulk. They purchase for a week or a month at a 
time and . no more. The retailer keeps things ready 
for prospective buyers, not knowing when a particu
lar customer may need it. The retailer keeps things 
longer in stock than the wholesaler o£ the pro"ducer. 
Again, the retailer of personal goods not, only holds 
his _stock longer than the seller of vegetables and 
fruits, but he must also hold them in greater variety, 

1 Report of the Royal Commission on Agriculture, p. 383 •. 
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selling once in a while to one person, one article of 
one kind. Besides he must watch from season to 
season that his stocks are replenished with g9ods that 
are up-to-date. The retailer serves a particular 
locality only, and in that locality too, a particular 
class of society. We have different strata of society, 
viz., upper, middle and lower dasses. It can be fur
ther sub-divided. He has to study the neeas of the 

- socie1:y he ~erves and stock goods accordingly . 
. He is in intimate touch with his customers and fully 
understands their whims and idiosyncracies. He 
grants them usual credit and other facilities. Cus
tom and convenience, and the attractive power of 
good salesmanship are relied upon to secure a regular 
trade;.although in case of public utility services, such 
. as telephone, electricity, water and a few ?ther lines, 
the customer is served under regular contracts. In 
general, relation~hips between buyer and seller are 
more casual in the retail trade than in the sale of pro
ducers' goods. 

On the basis of organisation, there · are four 
major types of retailers: 

1.. Independent units, 
2.. Departmental Stores, 
3· Mail-order BUsiness Houses, and 
4· Chain Stores or Multiple Shops. 
Besides these, we have hawkers, o~ pedlars who 

go from village to village, with merchandise on 
their ponies or at times even on their backs. In big 
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villages or small towns once or twice a week penths or 
hats are organised where retailers from neighbouring 
mandis gather together to effect saJes. 

0 

This instl.tu
_tion is quite popular. Even in cities like Cawnppre, 
hazar is held thrice a week in a central place. People 
from the neighbouring villages and the poor popula- . 
tion of the city effect their purchases on these days. 

INDEPENDENT UNIT STORE 

In spite of large scale production and distribu-:" 
tion, the independent unit store _is still tD.c!- commonest 
type of retail instit:ution everywhere and especially so 
in a poor country like India ~where 90 per cent of the 
population lives in villages and where the standard 

· of living is so low that hardly anything is available to 
be spent on articles of necessity, much less of con
venience and luxury. The labour population of the 
industrial towns and cities too barely subsists. It is 
only the lower middle class-salaried people or mem
bers 

0 

of certain professions-that constitutes the -. 
bulk of customers of these stores. An independent 
unit store is generally a single entrepreneur business 
with all its advantages and , limitations. It ~n be 
organised easily with a small capital. 'rhe proprie-

, f 

tor generally sits at the shop and directs his business. 
He is in personal touch_ with his customers who must 
patronise the shop if they ate satisfied with the quality 
of goods,' reasonableness of price, and a hove all, ·with 
the · good manners · of the proprietor and his st~. 
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Such a store has the greatest motivation because the 
m~stet's eye is everywhere. The unit store, on the 
other hand, suffers from some well-known disad
vantages too : 

The management of such stores is generally 
inefficient, since any one with a few hundred nipees 
can start a store. Many people who know little or 
_nothing about buying and selling have entered the 
field with the result that a large number of them come 
to gri~ in ~n9 time. They have neither the requisite 
amount of capital nor the required skill and training. 

Another element .of weakness . arises from their 
small volume of sal~s.. This reduces their buying 
power and· the opportunity to use effectively news
paper ·advertisements. Attempts have been made 
in foreign countries to meet these weaknesses by 
forming co-operative associations for buying and 
selling. The independent retailers are naturally 
suspicious of the departmental stores, chain stores 
and mail-order business houses. They are begin
ning to realise that the large scale retailers have certain 
advantages over. them, e.g., better management, 
better locations, better buying facilities, more balanc
ed and timely stocks and lower costs of operation. 
The unit store has grown up in numbers because it 

- . 

has a definite and an important place in the marketing 
organisation. 'The prosperity of' the independent 
retailer, as an individual merc;hant, depends upon 
his ability to personalise his store and his services, 
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to perform the functions of retailing in an efficient . 
and satisfactory manner, to supply his clientele with 
the kind, quality, style, and variety of ~erchandise 
and service when, where,· and in the way they want 
them, and at th~ price they are able and willli?-g td 
pay.'l 

DEPARTMENTAL SToRE· 

It is a large scale retail institution organised Ot} 

the departmental basis. The largest stores sell nearJy 
·everything. Each department of a stor~ deal~ 

usually in a class of goods ¢,at . none of the <?the~ 
departments is allowed to handle,rnd, as the busines~ 
grows, the departments become more and mgre sub: 
divided. Some of the larger stores in America ~d 
Europe are said to have more than a hundred depart
ments with a manager for each department. They 
claim to carry ."everything for the home" in addi
tion to other classes of merchandise. In other 
W?rds, a departmental store is a collection ·of shops 

• of many kinds in one range of pretillses and under 
one proprietorship. It offers to the individual or the 
household the means of satisfying all ordinacy wants 
at one place. Some of the biggest store~ claim to 
supply from pin to car. · 

The chief advantages of the departmental store 
are its large purchasing power, central location, 

1 Pyle,-Marketing ·Principles, p. 102.. 
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ability to advertise its goods ·economically, conve
nience of its delivery system, ability to employ ex
perts in buying and selling, ability to take advantage 
of the division of labour, fresh and complete stocks, 

· low prices on special articles, and the strong finat?-cial 
position. 

The aim of the management is to bring people 
into the store and keep them there as long as. possible. 
Bargains in certain depart~ents may be ·widely adver
tised to at~ract people to the stor~ with the expecta
tion that they will see and buy other articles too which· 
are .not advertised. Res~aurants, beauty parlours, 
. postal and telegrapn stations, rest and reading rooms, 
libraries and other forms of services are provided so 
as to make it unnecessary for the customer to leave 
the building. until all wants are satisfied. Prompt 
deliveries of merchandise at customers' homes are· 

' .. 
made for their convenience. Credit is extended libe-
rally. Goods are sent on approval, and exchanged 
freely. In case of dissatisfaction, the price is te
funded to the customer. In brief, they follow the .. 
slogan, "The Customer is always right.". 

While the large size of a departmental store 
provides opportunities for specialisation and econo
mies n1entioned above, it suffers from certain limita
tions and drawbacks as compared to an independ.ent 
unit store. 

Owing to the large size with numerous depart
ments, it becomes.· impossible for the proprietors to 



-
MARKETING- ORGANISATION 57 

maintain the personal touch found in a. small scale 
retail store. In a large business, the . owners have 
t~ depend on their staff for buying, advertising, 
selling and · keeping records.. If the personnel- is 
efficient and honest the business may run quite suc
cessfully. But more often than not, it lacks the zeal 
and earnestness found in the case of a small store. 
The staff is very often extravagant and ill-traiO.ed. 
The facilities- of liberal se:rVice provided by the store 
are . abused. The result is that the operating cost 
mounts up without proportionate results in tum-
over and cheap buying.·· . 

'France is the original home (of Departmental 
Stores and they have prospered in Btitain, Germany 
and other countries. But. their methods alld their · 
potentialities are congruous with· American charac
ter and conditions, both econonuc and geographi
cal; and their most notable developmentS" belong 
to the New rather than the Old World."l In India 
such stores are an excepti~n rather than the .. rule. 
Except a few big stores in the port towns, we have 
only. medium-sized stores_ in our large. cities and 
even they are not very many. The fact is that mas
sive retailing is the cbunter-part of massive .. produc-, 
tion. As we lack in one we cannot have the other. · 
So far, the . independent unit store organised by an 
individual, or a family finn, or at. best by a partner-

- 1 Mar~hall,-Jndustry and Trade (page 2.96). 
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ship is the conimon feature of retailing in this 
country. 

CHAm SToREs oR MuLTIPLE SHoPs 

A chain store is the American equivalent of the 
.English system of multiple shops under one organisa. 
tion. It is a movement of the last 30 years or so. 
Where a number of retail stores, more or less of the 

- same size and equipment, are organised under one 
ownership and management, they are said to consti
tute a chain and the system of retailing is known by 
the special name of the chain store. The first prin
ciple of multiple shops or chain stores is specialisa
tion •.. They specialise in a limited range of merchan-

. dise w~ch should have a direct and popular appeal . . 

to the customers. The. whole secret of success in this 
line of trading depends upon the selection of the 
goods that are to be offered for sale. A high degree 
of standardisation and uniformity is attained as 
regards the interior lay-outs, window-dressing, out
side appearance of buildings, storing of merchandise, 
etc., etc. Purchases are effected through the central 
organisation and a uniform policy of sales is main
tained in all the constituent stores. The ownership 
of such a large scale retailing institution generally 
vests in a public limited company. The management. 
is delegated to a poard of directors. A manager is · 
appointed for each store and in a district all the 
stores are supervised by a common agency. Goods are 
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purchased by the central organisation on a large scale 
and delivered to the member stores or shops according 
to their requirements. Accounts and other records 
of all the constituent stores are kept at the centre , 
from where instructions are issued to them. The 
owner of a successful store may organise a second, 
third, fourth or any number of stores, if they· tum 
out to be profitable. Later on he may float a public 
limited company . to take over these stores. That -is 
how the cha1n stores have developed in foreign.coun
tries. Such a store, to be successful, must appeal_t~ 
the masses in the towns. There will, no doubt, be 
separate stores for the very wealthy who want special 
qualities and independent unit stores which-_ will 
cater to the demand of very poor who must buy in . 
small quantity, get ·credit ana perhaps "purchase low 
quality goods. · 

The chief advantages and 
1 
disadvantages of the 

chain system may be ontlincid as follows : 
Adz,antages 
1. Lower operating expenses· resulting from 

(a) Efficiency from a division of labour, 
employment of cheaper labour, use of 
experts, better stock-keep~&"- system, 
and higher rate of stock-turnover. 

· . (b) Integryion, which reduces wholesaling 
expenses. 

(c) Economy methods of operation, as ~sh
carry operations. 
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, 2. Lower cost of goods~ resulting ·from 
·(a) Large quantity purchases. 
(b) Manufacturing own goods. 

· (e) .. Expert buyers. · 
3· Better stock-keeping systems, w~ch. give· 

. ·more complete and fresher stocks and attract custom
ers,- and make for fewer mark-downs. -

. 4· More attractivestores~leaner, goods better 
displayed, better lighted. . 

s. Locatio.ris selected carefully with regard to 
. sales, volume and rental cost. · 

6. · Advertising -advantage-whea a num?er of 
~ember stores are in a community, the cost per 
dollar. of sales is less; also, e.."{perts. plan advertising. 

·7~ An impersonal store-custon1ets are not 
urged tO.' buy, are free • tO ~OmG in and look around . 
without feeling under obligation to make a purcha~e. 

8. ·1ferchandise which does cot sell in qne store 
can be shifted to anothe1.·. 

9· Lower pr:ces.1· 

. Disadz,antages. One of the limitations of the 
ch1.in system is its dependence upon standardisation. 

· Large scale buying and selling leave little room for 
·selection of merc~andise. · These stores can satisfy 
neither the very rich nor the poor classes of the 
soCiety. Next, the personnel troblem is hard to 

1.Converse, Elements of Marketing, (Revised Edition, 1935), 

P· 449· 
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tackle. The propr.:.etors have to depend on salaried 
people who often lack zeal and earnestness. They 
become parts of the machine. ·The huma.n element 
or personal tinge which is so vital for good. salesman
ship is utterly lacking in ~ase of chain stores.. Some· 
of the well-managtd stores atte_mpt to .meet the per~· 
sonnel problem . by various means, e.g., bonuses~ 
profit sharing or co-partnership schemes, and specia.: 
lised training courses. Another disadvantage is ~e 
high operating cost. • · · · · 

The greatest limitation, however, is the increas ... 
ing alertness, aggressiveness and efficiency . of. the 
independent ·retailers. These merchants have learn.;. 
ed many sound merchandising principles from. the 
chains. They have improved the appearance oftheir 
storC;s and merchandise and made more effective their 

· methods of advertising, stock. contr~J, and salesman.:. 
ship. They are studyitt_g ar~d learning the . value of 
co-operative buying. The interest being taken . in 
the welfare of the independent retailer by the manu- . . . ~ . 

facturer and the wholesaler is aiding him in securing. -
a stronger competitive . position~ Although chain 
stores have been develop~d, organised, and putchas-· 
ed by individual merchants, manufacturers, whole
salers, and by co-operative groups, the ' general 
advantages and disadvantages are similar in all ins· 
tances.1 

1 Pyle, Marketing Principles, p. uo. 
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Like departmental stores, the chain stores are 
not developed in India for the same reasons as given 
in connection with the departmental stores. 

l\1ArL-0RDER HousE 

The mail-order house is a kind of large scale re-· 
tailing institution where orders are received by mail 
instead of through personal selling or travellers, and 
deliveries are generally effected through parcel post. 
It is an attempt by the manufacturer to supply the 
. goods_ direct to the customer instead of through any 
middleman-. ·wholesaler or retailer. The appeal to 
prospective customers is made by advertising which 
may be through press or by cir~larising through 
the post by means of catalogues, booklets, leaflets 
or letters. Or, both means, press advertising and 
circularising, may be ad~p~ed. The goods are pro· 
perly marked and numbered. and are known to the 
pro~pective buyers by well-known brands or marks. 
The· proprietor spends little money on salesmen be
cause· orders are not secured by personal canvassing. 
No discounts are allowed to the trade as middlemen 
are not employed. A mail-order house need not 
select the best site or· location because the buyers are 
not expected personally to visit the store to lllAke 
purchases. Economy is, therefore, effected in several 
.ways. The most expensive item is that of advertis· 
ing through which the firm builds up goo4will 
for its merchandise. It is a ready-cash business, 
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except where the instalment system of payment is · 
combined with it. Some of the firms go still further, · 
·e.g., The Standard Literatu~e Company sends books 
on approval at their own cost and risk. They allow 
the alternative of paying the price in cash ot by easy 
instalments. Many towns do p.ot have good book 
shops. They avail of these facilities. · . 

The methods of the mail-order business are. 
thus, to a large extent, creati_ve-in the sense. that 
many unsuspected and unknown markets are di~.; 

covered. Useful and seryiceable goods are · brou~ht 
to the notice of potential buyers who might other
wise never know of their existence~ The customer 
bas the advantage of making his selection at his desk 
from illustra.ted catalogues and getting deliyery after 
a few days. He can compare catalogues of different 
houses at leisure before pfacing or~ers~ This kind 
of business can be popu~ar only amongst. educated 
classes who can read ~ewspapers a?-d magazines, 
and can send for catalogues. The economies of 
buying and selling and the advantages of specialisa-· 
tion and standardisation of merchandise are similar 
in all kinds of large-scale retailing. But whereas 
the other kinds of stores must attract customers 
to the stores and depend upon display, ad~ertising 
and personal · salesmanship to create demand, . the 
mail-order house relies upon advertising alone. 
Enquiries are filed on the card~index system and form 
letters are sent to the inquirers at regular intervals. 
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Mt1il-order Business vis-a-vis other forms of retailing. 
x. People like to select an article, see it for them
selves and take it home rather than wait for it. The 
merchant who carries an attractive stock affords this 

/ ' 

· facility, which the mail-order business can oilly try to. 
approximate by catalogue description and liberal 
return privileges . 

.z. . The local dealer can offe.r service features, 
delivery, credit, adjustment, aid and advice in selec
tion which the mail-order house renders, if at all, 
more clumsily. The local store also has the advant
age of being able to exert personal salesmanship, 
always an effective factor, if rightly used, in closing 
the sale. 

3. Less effective, but still much _used, is the 
argument of local patriotism. The local merchant 

· pays taxes, he helps pay for the roads, he is there on 
·the. ground, known and . presumably . responsible, 
he is a fellow _citizen. Mail-order customers_ are apt 
to buy with a slight sense of guilt, but they, unfor
tunately for the local merchant, do buy by mail unless 
the merchant can offe.r more direct inducements in 
the .way of service and price. I 

Co-OPERATIVE MARKETING 

There are several types of co-operative market
ing enterprises. But in this chapter we propose to 

. 1 Dutton, Business Organisation and Management, p. 437-3 8. 
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discuss only co-operative retailing. or Consumer's: . 
- Co-operation where the consumers combine and 

organise a store. . . 
Th$! co-operative movement is the organisation 

of the weak to help the weak.· . It is not based on the 
priildple of 'survival. of the fittest.' A number of 
consumers, generally of a particular class, e.g., la~our
ers of a town or mill area, students of 3 university~ 
or employees of a shipping company, etc., organise 
the store. Each member contribute~ a small sum _to 
~e capital of the enterprise. A manager with ~s 
subordinate staff is appointed on salary or salary plus· 
commission basis. The control is delegated· to a 
small committee who arrange .pqrchasing, lay down · 
sales policies and carry on the general administration. 
Each member commands one vote, whether he holds • 
one share or more. This introduces the · principle · 
of democracy in management. The store pur-

- chases on a _large scale and thus effects economy in 
buying. As a rule sales are made for cash and at 
market prices. The cost· of management is com- · 
paratively low fot various reasons. The staff is_not 
so ~ghly paid as in the case of a department or chain 
store. The location of the business need, t)ot be. in 
a central place as it is expected that . the members 
must visit the store for their purchases wherever it 

. may be situated. . There 1s less expenditure on sal~s
manshlt> and advertising be~ause the sales· are not 
pushed here· as in a profit-earning enterprise. There 

' 
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is an espril dr1 forps and it is e~pected ·that members 
will b(: loyal to their own instibition. The expendi
ture on the maintenance of records and accounts is · 
low because little credit is allowed to the merobers. 
Consequently, debtors' .accounts are not mahitained, · 

·and dunning lett~_rs need not pe issued. Loss· by 
way ,o~ bad deQ.ts is small. - . It may thus be· concluded 
tha~ the object of the ~a-operative store is to eliminate 

-- the profits of the middlemen and to secure a number 
of economies in: operation. 

· The profits of the enterprise are not dissipated 
in the form of fat dividends . to shareholders. Mter 
allowlng a fair retum on the capital, owned or bor
rowed, a certain proportion is transferred to welfare . . 
fund and reserve fund, and the balance is distributed 

• amongst the members on the basis of their respective 
· purchases. This reduces the purchase price to the. 
members. The system of apportionment of profits 

. is very sound. By charging competitive prices the 
store ensures its su.ccess and stabilises its ow~ posi
tion. It gets funds to do welfare work so necessary 
for an institution of this character.· Out of the sur
plus, dividends are allowed on purchases pro rata 
which will look· like a windfall to the members. 
Further, the temptation to get higher dividends will 
keep the members' loyalty in tact and they will ~emain 
attached to the store. 

A co-operative store makes appeal to the wor
kers on the following grounds : 

• 
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1. It sells only genuine good~. , 
z. It sells at wholesale prices. 
; . The cost of handling and selling goods is 

·· much less. ' · 
4· ·· Democratic control of the enterprise~ne 

man one vote, irrespective of the :holdings. 
5. The faith t1tat competition should give place 

. . 
to co-operation 

6. It inculcates the · value of self-help· ·and 
mutual help. . · 

But there are certain weaknesses and limitations 
in this form of sales organisation as compared to 
large-sized private stores.. They are: An army com
manded by a committee has seldom. given a good. 
account of itself. Many decisio.qs in the. C<?urse·- of 
business require prompt action based in large part 
of intuition associated with reason. The time and 
strain involved in proving . to other members. of a 
committee that the best course .is not that which 
appears best at .first sight, are very great; and only a 

• 
man who possesses the rare combination of fine and 
sensitive insight with a . strong and even rugged 
character, is likely to persist and succeed ·in his efforts 
to bring a committee composed of ordll?ary men 
round to his point of view ~1 

Lack of efficient managep1ent and lack of supporf 
by the members are the most important reasons for 

1 Marshall, Industry and Trade, p. 2.94. 
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the failure of .co-operative stores. ~fany stor9 
have failed because neither the me~bers nqr the 
managers - real1y possessed the co-operative spirit .. 
In the Great War (1914-IS) a number of colleg~ 
·and university stores were started b_ut they were. 
closed soon after. The real fact is that with the 
increase in the membership of . the store, the co
operative spirit "evaporates. The close tie is loosened 
and ultimately it hecomes the concem only of the 
paid staff and one or two . office bearers. At times 
it is · the inadequacy ot payment to the managers 
that does not secure. the. services of really first class 
men. A co-operative store can attract only mediocre 
intellect. · Brains are cheap for any price; but they 
can -be employed only by huge ventures. In a wor
kers' co-operative store even moderately high 

· salaries ar~ grudged. If the manager is neither 
well-paid nor imbued with the spirit of service, 
the result is bound to be inefficicncv in rna-• 
nagement. Co-operative enterprises lack the driving 
force of private initiative whic~ impels it to 
compete in the open market.. As against this a 
co-operative institution expects that its members will 
cross streets and make purchases only at the store 
although there may be less room for selection. It 

· demands a certain amouut ot loyalty from its members 
·but at times disloyalty is caused in the rank of mem
bers by con1petitors of co-operative associations. 

The consumer's co-operative movement' was 



MARKJ!.TING ORGANISATION 

really begun by the Rochdale weavers who realised 
how wasteful and ill-managed wer~ the n1etho~s of 
marketing goods to the working classes. The enter- -
prise began witf. 2.8 members, each contributing 
a small s~m of £5. Unlike the earlier co-operative 
societies, Rochdale weavers cUd not desire that all 
tunds subscribed should- at once- be~ome co~on. 
property. Instead of this, -the surplus, aFter pay
ment of interest on capital and creation of certain · 
funds, was distributed as dividend amongst the 
memb~rs on the basis of their respective purchases. 
Jbis combination of i~ealism. with practical common 
sense led the.way to large improvements in iuarketing~ 

. "England is usually studied as the place where 
co-operative stores have had their greatest success 
in competing on even terms with stores operated for 

· private profit. There are over. 6,ooo,ooo members 
of co-operative stores in the United Kingdqm. 
Over 20 per cent of the German families, from 10 

to 12 per cent of the population of France and one · 
half of the people of Denmark are members of- the 
co-operative societies. In Russia during the . decade 
following the communistic revolution, co-operative. 
stores grew very rapidly as the Government dis-

. -< I 

couraged private enterprises. However, more re-
cently the Government has • bee.tl favouring govem-

f . "1 ment stores at tl:e ·expense o co-operatlve stores. -

I Converse, Elements of Marketing, p. 480. 
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In .the Unit.ed States o( America, co-operative stores . 
have. comparatively achieved less success because 
of the individualistic character and a very high 
standard of living of the people. v.ssentially it is a 
movement of the weak to give protection to the. 
weak, 

INDIA 

Co-operative. stores have made little progress 
in India. · Most of the existing ones either belong 
to Raihyay or mill ·employees. Here and there we 
find societies of college . and ~niversiti students for 
supply of provisions and other necessaries of life. 
But they are not run very successfully. They l~ck 
the spirit of co-operation. Before the year 1918-19, 
there were only a few co-operative stores all ove.r the 
country. In all p~ovinces:. particular~y Madras, a 
beginning has been made in the direction of distri
butive co-operation among the middle classes, while 
in Bengal and the U.P., some attention has been 
devoted to the starting of stores for · students living in 
hostels attached to colleges and universities. The 
movement obtained popular •favour in view of the 
increasing prices of the daily necessaries of life, and 
the profiteering which assumed serious proportions 
at the close of the War. Supply unions, store socie-. . . 

ties, and distributive departments attached to credit 
societies were organised in some provinces, while 
arrangements were contemplated for obtaining cheap 
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wholesale supplies for the various distributive orga-
nisations. The consumer's movement . received· 
particular attention of the railway employees and 
of a certain urban section in. the provinces of Bombay, 
Madras, Bengal, Burma, and a few other provinces 
but with the disappearance of special conditions which 
generated e~thusiasm in the years immediately sue~ 
ceeding the close of the War, stagnation set in 
and only a few among the numerous store societies 
started in these provinces have fir:ffily established their 
position and continue to enjoy the loyal support of 
their members. The real ·obstacle in the develop
ment of co-operative stores is_ the mass illiteracy and 
ignorance in this country. We consiqer agricultural 
marketing under, 3: separate heading. 

It may be concluded with the remarks of .Mr~ 
E. ·A. Fileve who observes "The.oretically co-opera:. 
tive ~tares, either individually or. organised in chains~ 
ought to become the stores of the future." Chain 
stores are the most efficient kinds of stores existin~ 
at the present .. If such chains could be made co
operative, so that their profits would be passed on 
to the consumers, and at th~ same time ·retain their. 
buying power and effici~ncy of co-operation; perhaps 
the ideal merchandising system would be· attained. 
As a matter of fact, however, it is . exceedingly diffi- · 
cult to attain efficiency without the oppqrtunity' for 
·personal profit. Therein •lies · the · problem o( co-
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operation-to make people industrious and efficient 
·without the stimulus of personal gain.t 

AGENTS 

:Another important . group of marketing func ... 
~onaries comprises agents; factors, brokers, com
m.tsst~n firms, arhatias, advertising. agencies, 
auctioneers and others. As a rule, most of them do not 

' . ' 
stock the goods and take risk thereon, but their main 
function is to bring the buyet and the seller together 
and effect sales. usually they get a certain percentage 
on sales ·as considera~ion for their services. Agency 
means . the relationship· which subsists benyeen 
two petsons or firms when the acts of one of them, 
called the. agent~ are by law regarded as the acts of the 
other who is called the principal. Agency is based on 
the intention between two persons that one of them 
shall do certain acts for which the other shall be 
responsible. According to· the Indian Contract ·Act, 
an agent is a per~on employed to do any act for an
other or to represent another in dealings vrith third 
persons. The persot:t for whom such act is done, 
or who is so represented, is called the principal. 
Agents ·are of several classes. 

I 
A GENERAL AGENT 

A general agent is a person whQ is employed to 
carry on g~neral.business of the principal, or fills the 

1 Converse, Elements of Marketing, p. 485. 
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position of a general kind, the extent of· authority 
being determined from the nature of the_ position. 
Such an agent is generally appointed by landed 
estates or manufacturing houses. 

A PARTICULAR AGENT 

A particular agent is the· person employed: for a 

special purpose, e.g., a kachcha arhatia engaged to sell 
a cart of wheat, or an auctioneer appointed to sell 
the household furniture of an officer on transfer will 
be a particular agent. He is appointed agent for a 
particular transaction only. 

FACTOR 

Factqr is a mercantile agent who, in the or9-inaiy 
course of business, is entrusted with the possession 
of goods) or of the documents entitling him. to the 
possession of goods, an~ who has the power to dis
p~se of such goods. He may carry on business in 
his own name, and_ is personally liable on his_ con .. 
tracts unless he contract~ specially as agent. 

BROKER .. 
Broker is a person who is employed to contract 

about goods without having their possession. He 
brings together persons desirious of buying' and those 
willing to sell a certain commodity, and thus acts as 
an_ intermediary between the buyer and the seller. 
He is never personally liable unless he contracts . as 
. principal. 

6 
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When a sale has been arranged, the broker sends 
to the buyer a document known as the Bought Note, 
and to the seller a similar document known as the 
Sold Note. If the seller appoints one broker and the 
buyer another, as is commonly done on the Stock 

. Exchange, the selling broker will send a Sold Note 
together with a Contract· Note to his client or prin
cipal. Similarly the buyer's broker will send him a 
Bought Note along with the Contract Note. These 
notes give particulars of goods bought or sold, the 
price, quantity, quality, terms of payment, and the 
amount of brokerage, etc. Brokerage costs are 
generally low as the brokers need no warehouses 
and assume no credit risks. The rate depends upon 
the type of product, trade custom, and the' degree of 
c;ompetition. As the capital needed to s~art a firm 
of brokers is _comparatively small, there is generally 
a large army of brokers in every market, and the 
rates. of brokerage low owing to the competition. 

The position of a factor vis-a-vis a broker is as 
follows: 

A Factor 

(a) deals in his own name, 
(b) is always personally liable on his con

tracts unless he contracts specially as 
agent, 

(c) has possession of goods, and 
(d) is entrusted with the disposal of goods. 
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A Broker 

(a) deals in the name of the principal, 
(b) is never pers<?nally liable unless he con

tracts as principal, . 
(c) is not entrusted with the possession· of_ 

goods, but 
(d) is entrusted only with their disposal. 

AucTIONEER 

Auctioneer i~ a person who sells goods by auc
tion to the highest bidder and remits the proceeds, 
less his charges, to his principal. He must act ac
cording to the instruction of the person by whom he 
is employed. The lowe~t price fixed by the owner of 
the goods to start bidding is called an upset price. 
Goods may be knocked down to the highest bidder or 
a reserve price may be fixed below which they will 
not be sold. 

CoMMISSION AGENT 

A commission agent is the person employed to 
buy or sell goods for the employer on the best pos
sible terms, receiving a commission for . his services .. 
A del credere agent is a selling agent who, in considera
tion of an additional commission, undertakes to 

I 

indemnify his principal against bad· debts which may · 
be caused by the default of the buyer to whom he has 
sold goods on credit. Such an extra remunera~on 
is called del credere commission. The advantage to the 
owner of the goods is that he insures himself against 
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. possible' risks of bad debts by payment of a small 
extra commission. He is not expected to know the . 
financial status of the buyers and legally the agent is 
not responsible if the debts tum out bad~ except 
when he is specifically· made responsible for them as . 

. in the cases cited above. 
Selling Houses or Agents are commission agents 

that undertake the. selling of the entire output of a 
plantation or factory. The rubber companies and 
tea · plantations appoint such agents. .Messrs. 
Andrew Yule & Co.~ one of the most important firms 
of managing agents in Calcutta~ are selling agents 
of a number of tea companies. In the textile indus
try, the Indian mills generally appoint selling agents 

. in the frnportant distributing centres. · These ·agents~ 
· besid~s pushing the sales, recommend designs, finance 

the production, make collections and guarantee 
accounts. They are substantial people with exten
sive . connections. They may be allowed to sell 
the products of non-competing concerns. Generally 
they maititain sales offices in important cities, pro- · 

· vide salesmen who call on wholesalers and large re- . 
tail~rs and advertise the products. Sales are usually 
made on the basis of patterns or samples, and deli
veries are made directly from the factories. 

WAREHousE CoMPANIES 
" . 

Storage is one of the important functions in the 
marketing process. Certain concerns undertake to 
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provide storage facilities which . aid in . the 
equ_i1isation of demand· and ·supply. Chamoers 
of Commerce and private individuals ow_n 
godowns· or khattis and kothas which they rent ~ut 
to storers. Banks advan<;e loans on hypothecation 
of goods which are left {n its p9ssession. There are 
Bonded Warehouses where the goods are left. until 
the duty is paid on them. Specialised warehouses 
are needed for such agricultural products as cotton> 
tobacco and the grains. Cold storage warehouses 
are needed for ,P~rishable goods, such as meat, 
poultry, dairy products, potatoes and fruits. 

·FoRWARDING AGENT 
. . 

A forwarding agent is one who is employed 
. when goods are exported to a foreign country! His 
duties inchtde the receiving of goods at the dqcks~ 
arranging freigi?-t, atte?ding to the customs formali
ties, procuring the necessary bills of lading and effect
ing_ marine insurance on the ·goods. When goods 
are imported, the services of a Cl~aring Agent are 
utilised. He attends to the customs ~o~malities" 
takes delivery of the goods from the steamship com
pany and forwards them to· his princiP.al ·according 
to his instructions. The same person or ,fi,rm may 
act both as forwarding and clearing agent.· 

ExPORTING AG~T 

. An exporting agent is the person who undet
takes to purchase goods in the country for purposes 
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-of export to foreign countries. He acts in his own 
name, but for the account of either of the foreign 
buyer or importer or on behalf of the home manu
facturer or wholesale merchant. For his services he 
gets commission. The agent engaged in the export 
trade must have a special Imowledge of the goods in 
which he deals. He must not only understand the 
vario}IS kinds and qualities of the articles produced 
but must keep in close touch with the movements of 
their prices, and with any alter~tions that, take place 
in the process of their production. His next duty is 
the linking up and ·gradual exte~sion of his business 
connection with foreign buyers, and the application 
of the best methods for effecting sales. The primary 
object of the commission agent is naturally to obtain 
orders or indents from foreign buyers, ~nd then to 
pass ~em on, in his own name, to the home manu
facturers, who execute these orders according to the 
instruction of the exporting agent. Then, he· has to 
arrange with the· forwarding agent to undergo the 
formalities of customs and·shipping, etc. Thus, the 
'commission agent engaged in the export trade places 
at the services of the two parties brought together 
in his own ·name, not only his trade organisation, 
experience and knowledge but also the reputation, 
and good name of his house. More than this he 
represents both patties with his capital and credit and 
bears ·.many risks. 

Goods may be imported from a foreign country 
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either by the wholesale merchant or by the impo~er 
who is a substantial-person_ with a speCialised know
ledge of certain trades. On ~ttival of the goods_ o.f 
even before, the importer secures orders from whole
sale merchants and makes delivery ofthe goods direct 
either from the bonded warehouse of the Govem
.ment if the duty has been paid thereon or from'pub
ll.c or private- godowns. 
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Advertising, more or less, dates from the da~n 
of civilisation, but as a definite business it may more 
conveniently be said to have been born when mer
chants and manufacturers began to ·employ some one 
else· to promote their sales. It is a necessary corollary 
of the ~odern form of industrial organisation. Pub- . 
licity led to expansion of markets and. expansion of 

·markets led to ·publicity. This vicious circle has 
continued for sometime and the material progress, 
we se.e all around, is partly due to this factor. 

In the beginning, advertising was of a very cn1de 
form. The advertiser merely announced that he was 
in po~s~ssion of certain desirable goods which he 
wanted. to dispose of. He merely announced the 

. name of the goods along with the name of the firm. 
By association of ideas at repetition of the advertised 
name people became familiar with the merchandise. 
Newspapers of the eighteenth century in England 

I. 

contained advertisements that were straightforward. 
But "very soon exaggeration and flowery language 
crept into simple announcement." The manufac
turers took more· and more to competitive forms of 
-;_dv~rtisement and "in the early nineteenth century 
it had become synonymous with claptrap and nus-
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representation. No body believed that mere truth 
would sell the gooqs/'~ But it was a transitional 
stage only. The commerciaL community had to· .. 
realise that exaggeration and misrepresentation can
not succeed long. Ultimately honesty must pay in 
bqjiness as 1n other walks of life. The slow decay 
of exaggeration in the last quarter of the nineteer;tth 
century, and the gradual recognition that nothing 

' can sell goods so quickly as telling the truth about · 
them, mark an e~a of real progress. · The reform 
came .from America. "In 1 8 8 8, the late George 
P. Rowell, an. American advertising agent, founded 
the first technical journal of the advertising business 
-Printers' Ink. He taught ...... that if advertisino-

. b 

was to ~ave an· assured future, the vices of ex-
aggeration and misrepresentation must go.'2 Legis
lative sanction was obtained in this century for the· 
protection of honest advertisers . and. the public· 
against dishonest and unscrupulous advertisements. · 
A model statute, known as the Printers' Ink .was 
drawn up and adopted in a number of States in the 
Union. Special penalties of :fin~ and punishment 
were also provided in some States. Other countries 
gave legal recognition to advertising contracts. Thus, 

. • ·I 

we observe that the moral standard of advertising has 
risen, and should continue to rise. The vulgarities 

7 

1 Russell, Commercial Advertising, p. 3· 
2 Ibid, p. 5 z. 
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·and stupidities which disfigure the columns of a 
great proportion of the newspaper .advertisements 
in India at the present day are the· signs of a transi
tional period as were discernible in England and 
America in the last century. The real characteristic 
of the best of the present-day advertising, howeifr, 
is its insistence on sincerity and service. • 

Th~ growing importance of advertising can 
easily be gauged from the fact that while adv,ertise-' 
ments were once a mere by-product of the news
paper~ inserted in some odd comer, if space was 
avail~ble, today the newspapir itself is, in its com-: 
mercial aspect, a by-product of advertising. There 
is hardly any paper that can exist without advertise
ments, which earn the major portion of its revenue. 
Not only merchandise, but service~, such as in
surance, travel, amusement, education, and other 

·abstract things, including even ·religious teachings, 
are advertised. The profession of medicine and law· 
which once abhored advertising are also not free 
from it now, although they adopt subtle methods of 
propaganda. For examp~e, they advertise through 
the medium of social or professional contact or they 
carry their publicity campaign through friends. 
Some of the undesirables among them engage touts 
even. 

Advertising is the soul of modem business. 
No manufacturer or merchant can achieve any 
tangible success without proper and systematic 
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advertising. But advertisement can accomplish its 
purpose only when it is sincere and straightforward. 
A person may s:ucceed for sometime by exaggeration . 
and misrepresentation in advertisement, but he w.il! 
soon be found out and nobody will place any reliance 
in his word or statement. ':t;'he old proverb that 
'you can fool all people for sometime or: some people 
for all time, but you cannot fool all people for ~11 

time' holds true. . The business edifice is built on 
sound reputation and sound reputation is only 
gained by advertisement of sound $oods. Lipton's 
tea, Parker pen, Sunlight soap, Panama blades, etc. 
are on people's lips. These brands convey a sense of 
satisfaction, both as regards quality and price, to the 
consumer. Advertising standardises the quality. It 
furnishes a sort of guarantee to the consumer about 
the · quality of the brand advertised. Although -
advertising creates a sort of monopoly for the adver
tised brand or mark, in fact this monopoly is used 
more to protect the quality than to sell the goods 
dearer. It creates new demand for desirable goods 
and utilities, which leads to larger production. The 
increased production will bring down the cost per . 
unit (to a certain extent) as the overhead charges 
will not increase in proportion. Now he may either 
make more profit for himself on the increased 
turnover, or else charge the public less. Unless 
some artificial restraint enables him to charge more, 
competition will compel him to charge less. To 
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popularise his merchandise he will cut his profits as 
fine as possible. The value of large turnover at a 
small rate of _profit as compared to small turnover 
'at a large rate of profit is well understood by every 
modern business. It needs no explanation. . 

Advertisement has a great edu~ative force. It 
spreads inft>rmation about· newly manufactured 

. goods far and wide. Modem markets are. not con
fined to local ·or national bou~daries. They are 
international in character. ·Vast sums of money are, 
therefore, spent by first rank manufacturers on publi
City. They regard advertisement as an investment and 
not an expense. Advertisements are made through 
press or by circulating le~te.rs, leaflets, catalogues 
and price lists, etc. In case of patented machines 
even demonstrations are arranged. Goods are sent 
on approval to likely· customers free of any charge 
to them. The buyer is given the option of making 
p~yment on delivery or in easy instalments~ To 
cr~ate confidence in the prospective customers the 
advertiser undertakes to exchange goods or the price 
if the goods do not give satisfaction to the buyer. 
It makes a psychological appeal because the advertiser 
trusts the public instead of asking the public to trust 
him. 

Advertising is the great labour-saving device. 
Theoreti~ally, middleman is a w~ste and advertising 
makes an attempt to eliminate the middleman. In 
practice, it is not always possible. But in case of 
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mail-order business, as discussed in. a separate chap
ter, both wholesalers and retailers are eliminated and 
a direct contact is established between the producer · 
and the consumer. In other words, it is a good 
substitute of travelling salesmen. 

Advertising increases employment in. the 
country, stabilises the prices of commodities · and 
improves the standard of living or' the people. It .. 
prevents waste. By means of advertising, a: ~arket 
is created for articles made. of waste matters and 
residues, e.g., gas residues, meat residues, etc. M.ost 

• 
of the modern inventions could not have been busi-
ness propositions without advertising. We cannot 
do better than quote Mr. Conrad P. Fry of Messrs. 
J.S. Fry & Sons Ltd.> of Bristol who _exp~essed his · 
considered opinion . on advertising on his retirement 
from active business after a long, honourable, and· 
successful business career : 

/ 

"You ask for my opinion of advertising as~ 

a business policy, an:d what it has done fo·r the firm 
of]. S. Fry. & Sons, Ltd. In reply, I might well ask, 
what has it not done ? I would describe Advertising 
as the chief text in the Gospel of Business. Without . 
it we could never have given-and be giving-. 
employment to so many thousands of workers, or 
have benefited so many millions df people by our\ 
manufactures. One would say as the result of prac
tical knowledge that all forms of advertisement ate 
good and beneficial, relatively; though in my opinion 
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-I give it for what it is worth-those in newspapers 
and magazines are probably more far-reaching in 
their. results. From long experience, I am convinc
ed· that as Sir William Lever so well puts it: 'The 
firms which have continued to advertise have bene
fited enormously and will continue advertising. Is 
it not undeniaple that the success of ail ·our great 
commercial concerns has been largely due to the 
appli~afion of this educational and dynamic 
principle ? Of course, it can only be expected to suc
ceed where the commodities concerned are intrinsi-

• 
ca1ly good and valuable in themselves and able to 
stand in test of timel' " 

Sir William Lever has rightly characterised 
advertising. as an educational and d}'namic principle. 
Its primary function is to educate the people and 
overcome their i?ertia. It needs a distinct shock 
or strong persistent pressure to move the public from 

·its dead centre of habitual inertia. "Attention. must be -secured, interest aroused, confidence established, and 
desire induced before goods begin to mov~ freely.".! 

• ~ 0 

SoME CoMMON OBJE.CTIONS TO ADVERTISING 

1. It costs money and some one must pay for 
it. It is contended that the cost of advertising is 

-added to the price of goods and the consumer is ask
ed to pay for it. 

1 Derrick, How to Reduce Selling Costs, pp. l.Zj-.z6 
2 Ibid p. 12.7. 
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z. 'Advertising is inseparably bound up with 
exaggeration, misrepresen_,tation and over-charging.'· 

3. It increases the purchase of articles of lux~ry · 
and comfort than of necessity. 

4· It causes rapid c~anges in scyle which mean 
economic loss. 

5. Advertising creates fictitious values. 

1. It costs monry and some one must pay for it . 

The first objection is raised by people· who do 
not understand how costs operate in business. They 
have no idea of mass production and mass ·selling. 
It is perfectly true that advertising costs money but it 
falls neither on the consumer. nor on the producer. 
Prima facie, it looks absurd, but on a little thinking, 
the position becomes clear. Advertising creates ne_w 
wants. To satisfy these wants, the manufacturer 
produces on a large scale. This brings down tile 
cost of production because the overhead charges, 
which means a lot in manufacturing business, do not. 
increase in the same proportions. Competition keeps 
the manufacturer alert and prevents_ him froin charg-
. . . 
1ng an excess1ve pnce. 

z. Advertising is inseparab(y bound up with~ exaggera
tion, misrepresentation and over-charging 

There is some truth in this charge, but it is not 
very correct. Advertising by good firms of manu
facturers and merchants 1s alwavs based on the prin .. 
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cipJes of s~cerity and service and it is only such firms 
that can eain something , by a~yeitisement. · . They 
advertise goods which have intrinsic worth and can 
stand in competition, both as regards quality and price, 
to similar good~ of other .concerns. · Advertisement 
can yield good results only when it is followed-up. 
The merchandise advertised will acquire a good-will 
in the _market. But if the advertiser exaggerates, 
misrepresents or over-charges, he cannot build up 
reputation for his wares. . However, we come across 
certain advertisements which are -open to the charges 
indicated in this sub-heading. Generally these ad
vertisements are of medicines prepared py quacks. 
They may dec;eive the.people for some time, but very 
~oon they are found out. As against this, first class 
firms of pharmacists and chemists give the ingre
dients of patented medicines. They s~cure cus
tom by the usefulness of the article rather than by 
propaganda. · We are, therefore, not justified in gene
ralising that all advertise?J.ents are open to these 

· charges· and cannot condemn this useful agency of 
service on this ground. 

3. It increases the purchase of articles of luxury and 
comfori than of necessity 

For certain classes of goods the demand is only 
met, while for others it is created. It is the latter 
kind which needs advertising most. A grocer or 
baker need not advertise his merchandise as much as 

' . . 
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a general merchant. The manufacturer of a new 
machine must not only advertise his patent through 
the press and by illustrated catalogues, -but should~ 
send experts. to demonstrate its· utility to_ the pros
pective customers. Work in offices could be done 
without adding, subtracting ·.and accounting ma
chines but they are very good labour-saving deyices 
and· are · of great convenience to the staff. Adver
tising has made articles of convenience cheaper and 
within the reach of ordinary persons. It may, t:J:lere
fore, be correct to say that advertising increases. the 
pu,rchase of articles of luxury and comfort th~n of _ 
necessity. The reason is. quite . appa_rent. . Mter 
satisfying one's necessities one _spends his available 
surplus on articles of ·comfort and luxury. Every 
improvement in the standard of living will m~an . 
additional expenditure on articles of luxury and com
fort, and such articles are brought more an_<:f more 
to the notice· of the public. Wi~ the 4tcreasing 
demand the articles grow cheaper a?d cheaper" to the 
consumer who becomes accustomed to their use. · 
The result is that after some time· they- become ·a. 
necessity for him. Thus the luxury ·of yesterday is 
the necessity _of today and th~ luxury .of today will be 
the necessity of tomorrow. · It is greatl}r' due to 
advertising and its reaction on production and dis- . 
tribution. _Should we regard this as an e_conomic 
waste ? If we regard it as a waste, logically we. imist 
go back to the Stone Age. -

8 
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4· It t"auses rapid t"banges in style which means economic 
loss. · 

This objection is heard about those lines. of 
merchandise· where style changes are rather rapid, 
e.g., in ladies' dress. . But it is not quite correct to 
cl_laracterise ' these changes as economic loss. The 
aristocracy or the well-to-do classes may purchase 
articles of the latest fashion at high prices, and the 
out-of-date stock will be sold to financially less 
fortunate classes at much reduced prices. All the 
stocks, old and new, will be used up by different 
strata of society according to their respective w~nts. 
Some of the books are published in two editions
library edition whiGh is rather costly and popular 
edition which is very cheap. The library edition 
appeals only to a few while the popular edition is 
patronised by many. On social grounds, one may 
object to the .rapid changes ·in styles because it often 
gives a false sense of dignity and superiority and 
leads to class conflict. 

s. Advertising creates fictitious values. 

Some goods are sold at values not justified by 
their intrinsic worth due to advertising which creates 
false sense of values. But this cannot continue long 
as new competitors come in the field and sell goods 
at reduced prices. The first advertisers will either 
have to reduce the prices or improve the quality of 
the wares commensurate with the prices charged. 
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Even patents are not· free from· competition for long 
periods. Therefore, advertising cannot create ficti
tious values for any considerable length of time.· __ . 

· Advertising may be -classed as combative and 
constructive. Constructive advertising creates new 
wants and improves the standard- of living of _the 
society. This kind of advertising brings home to the. 
prospective buyers the advantages and uses of the 
merchandise advertised. There is no economic waste. 

I 

But the other kind of advertising, viz., com\,ative, is 
not always free from economic'·waste, because much 
of the advertisement is meant to neutralise 'the effect 
of~ the established reputation or good-will of the 
competitors. So far as it spurs to economies in pro
duction and distribution, it is advatttageous, but· 
when it fails to achieve this object and tries to arrest 
custom from rival firms without conferring benefits 
of better quality or lower price, it is a social waste. 
It would have been better if the capital,- labour and 
enterprise would . have been tur.p.ed to . some other 
objects more useful to the society~ 

Again, if the advertiser does not properly investi·· 
gate his product, market or channels of trade before 
launching his publicity campaign, he catlfl~t derive 
proportionate return from his expenditure on adver
tising. There is need of an all-:round planning 
beforehand. Or, suppo5e he succeeds in his advertis
ing campaign and gets large orders for goods, but is 
un~ble to produc;;~ th~m on a prop9~ti9Aately large scale~ 
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or fails to give satisfaction to his customers owing to 
inefficient or impolite manners of his staff, he will be 
driven out from the market by his competitors 
and the money spent on advertising will be wasted. 
But advertising is not the solitary example of waste. 
"A well-known~ French economist estimated that 
out of e-very one hundred new businesses, twenty 
fail· almost immediately; between fifty and sixty con
tinue on a deal level, malcing no profits or losses; 
while orily ten to fifteen-a little over one-tenth 
succeed. "1 , 

We, can better appreciate the services and use·· 
fuln~ss of advertising if, for a moment, we imagin~ 
what will happen if advertising is suppressed. • -

"If Adv~rtising· were suppressed, or had never 
existed, we should rise in the morning to shave 
without a safety-razor and fare forth to our work with 

·.no news of the world's happenings. The daily paper 
could not exist,. for advertisements furnish its profit
able revenue. We should have t~ res~rt to some . . 
place wbere bulletins would be erected. We should 
never know in any real detail the history of our times. 
If we wanted to go to the play we should have to send 
a telephone message to all the theatres, to . find out 
what was on. If wanted a cellar of coal, -.i/e should
have to send round for prices. With no advertising 
there would be no uniformity. Competition would 

1 Bealieu, Leroy, Repartition des Richesses, Chap. XI, Quoted 
.from Haney, Business Organisation. 
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be crippled. The same would happen with the 
prices-the considerably increased prices-of other 
commodities, all of which would be almost entirely 
unstandardised. Every vacant piece -of land in a·
town, awaiting the builder, would be fou( with 
refuse and dead cats, no man having any inducemt!nt 
to wail-in the space with hoar~gs .. Finance. would 
be paralysed, because without daily papers. to qupte 
stocks, all joint stock prices would be determined by 
professional speculators. · Properties sold by auc-· 
tion would fetch poor prices; for buyers C<?uld not be · 
;tttracte~. London wo1,1ld be a very quiet· place, apd 
its inhabitants very uncivilised, for a large part of the 
comforts and conveniences supplied by. modern 
invention and marketed by Advertising would ne:xer 
have been created. When you hear the unreflecting 
superior person talk of the wastes of Advertising,
remember these things. There is not one. of us. 
who would not be poorer and more ignorant if there 
were no Advertising."1 - , 

It n1ay, therefore, be concluded that "the adver-
. rising of tomorrow will be decisive factor in mould
ing of more things than desires and in the creation of 
things more fundamental to our· civic and economic 
life than in vogue. The chief reason for this is the 
change in the attitude of -the advertiser towards his· 
profession." The modern advertiser believes 111 

:J. Thomas Russell, Commercial Advertising, p. 77• 
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t~th, sincerity and service. 
Unfortunately, sufficient attention has not been 

paid to advertising by .industrialists and business
men in this country. They probably regard it as an 
undesirable or at best avoidable expenditure. They 
have not fully appreciated its creative and dynamic 
force. But lately there is a change for the better, 
particularly in the minds of those · who have come 
in contact with the western businessmen. We, there
fore; ~iscem that some of our manufacturers have 
now .he'gun to advertise, more or less, on the same 
lines. as their foreign contemporaries in this country, 
But ~e products of our cottage industries, for which 
India has. been famous for centuries, are not adver
tised ;adequate~y. In many cases they are not adver
tised,. at all. The Provincial Governments in India 
have' done something to popularise these products 
in the inland and foreign markets, :but not with much 
success. We have an Arts and Crafts Emporium in 
the U. P ., which collects fancy goods from all over 

-the province and tries to secure markets for them. Our 
artisan is poor and ignorant. He can apply himself 

· to hard work, copy designs, make articles to order, 
but· he cannot market the go~ds. The middleman, 
no doubt, is better circumstanced, but he too has 
not grasped the principles and practice of advertising .. 
There is thus need of a concerted action to remove 
this drawback. 
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- TECHNIQUE oF Anv:ER'TISING 

There is no royal road in · advertising that can 
be infallibly followed. .There is no golden· rule that 
will apply universally. There are, nevertheless, 
certain definite principles of wide application which 
are the outcome of accumulated experience of many 
business houses, ·but otherwise every different class · 
of business has to adopt its methods to meet -its. 
own individual needs. . . , . 

One who aspires to be a successful advertiser 
must possess ce~ain qualities. He should have a 
knowledge of the working of human mind, must be · 
endowed with power of imagination and a strong 
practical business sense. He should have an i.litimate 
knowledge ·of his own wares as well as of those .... of_ 
his competitors. He must know the distinguishing 

. features of his merchandise and sincerely believe in 
their good qualities. He must possess power of expres
sion as well as of pbservation. By temperament he 
should be an optimist. He must have power of p~r
suasion and sweet reasonableness. He should also have. 
a good knowledge of the technicalities of printing, 
colour designs, types and pictures. Besides preparing 
copies for the press, he may be called upon to prepare 
illustrated catalogues and draw up form letters. 

PREPARATION oF CoPY 

There have been very great improvements in 
recent years in the technique of advertising; the pre-
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paration of 'copy', selection of types, general display 
and· originality in ideas have all shown marked 
advance. 

A good copy-writer must have the ability . to 
select what he considers the best selling. point 
about the. article. ccLux" may have many merits 
as. a soap; to enumerate them all.in an advertise
ment waul~ . not produce the same effect on the 
~nd of the ·.lady of the house as the simple 
phrase...:...-"It won't shrink woollens." Wh~t has 
been described as one of ihe best advertisements 
ever written contained only three wor.ds~ "Stic~phast 
Paste Sticks." 

"The artist and designer, in considering com
. · po~ition, knows that he has two chief purposes to 

·fulfil~ He has to arrange the. elements of interest in 
their order of importance, and. he has to arrange them 

. with consideration of beauty of 'pattern' or design. 
· The emp~asis has to fall on a ce~in portion of the 
composition, but that emphasis inu~t not destroy 
the 'stability' of the design. The eye lias to be attract-

.. ed by- the arrangement of line or mass, to the chief 
feature of "importance, but the emphasis upon this 
feature must not ruin the symmetry and balance. 
The story has to pe told; in its telling, decoratiye 
beauty has to be employed; but the result must be 
logical and 'fit' for its putpose, both in construction, 
proportion and character." 
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THE CoPY 

The principal elements· which a good copy of 
advertisement fo.i: the press should embrace are : .. 

1. Attention Value; 
.z. Suggestive Value;. 
3. Memorising Value; 
4· Conviction Value; 
5. Value from the point of view of an· appeal 

to sentiment; 
6. Value from the standpoint o{ answering the 

demands of and creating habits; 
7· Value from the standpoint of an appeal .to 

human instincts.t 
Attention Value. The first and foremost -merit 

of a copy is its attention or aisplay value because if 
it fails to attract attention_, it is useles~ even though 
it may possess all other virtues. .The copy must be 
so well prepared that it inay attract the no~ce of-even 
involuntary readers. The modem man is rather 
busy. The advertiser has to . force his adver
tisement on his attention. Moving figures and switch 
lights have irresistible effects. Window-dressing 
with coloured light is commonly practised. Colour 
plays an important role 1? adding to the display of an 

. advertisement. But the mixing of colour& is an art 
a{ld only few are able to practise it. "Reds, yellows 
and. blues, are lavishly applied wi~out sense of 

' . 
1 Davar, Business Organisation, (Third Edition), p. 388. 

9 
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emphasis ot good taste, with the tesult that most 
goods ate ptesen~ed to the public in a bewildeting 
mass of crude, misapplied, and competing colouts, 
each struggling in vain fat dominance."1 Very often 
the copy contains a pictute ot two, e.g., Bata's shoes, 
His Master's Voice, Eno's ftUit salt, Kodak's cameta, 
Goodyeat's tytes, etc. These· advertisements have 
vety televant pictutes and, thetefote, appeal to the 
attention of the teadets of newspapets. 

The advertiset should pay special cate and atten
tion to the design ot get-up of the advertisement. It 
should have, if necessary, a brief and bold headline, 
with space at the top as well as at the bottom. Next, 
the position of the advertisement, vis-a-vis othet 
ad~ertisements, must be studied. If it is a full
column advertisement with ample space at the top 
and the bottom, it must attract notice of. the teadets. 
On the othet hand, if it is given in. an odd cornet Ot ... 
in the .middle with advertisements on all sides, it may 
easily be lost sight of. Artistic botdets may also be 
used, but they must not be too artistic, othetwise 
thete is a danger of theit distracting the attention 
of the teadets ftom the advertisement. A full page 
advertisement with a very small mattet in the centre 
and an artistic and nove_! botdet will have a very gteat 
attention value. In the absence of pictutes and 

• ornamental botdets, an advertiset may attange types 

1 Derrick. How to Ret/me Selling Costs1 p . .zos. 
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in a way that they give halt to the reader's eye at 
every important point in the C?PY· He may under
line small portions to draw pointed attention. 

As a rule prices should not be quoted except 
when they are very low as in a clearance sale or special 
offers. Some of the firms dear away their shop-

. soiled or old stock at concession rates on social 
festivals. On such occasions, prices or discount 
rates may ~e specified. But if an appeal is made to 
high class customers, who care more for qu~lity than 
for price, al1 the emphasis must be laid on the quality 
of the goods advertised. 

Sttggestive Value. The copy with its design -
border, picture and colours should suggest. to the 
reader the usefulness of the article advertised. Every 
word .of the advertisement must be telling~ The 
advertiser ~cts as a hypnotist forcing his will' on th~ 
readers. Sometimes he even commands his readers 
to do a particular thing. "Join Pelman's Institute 
of :rvfemory Training.~' Under this sentence was 
given the picture of a young student with his right 
hand fingers placed on his forehead, indicating _that 
he has forgotten his lessons at the time o~ his exa
mination. This is a very good suggestion to the 
student community to receive memory traiAffig from 

· the Pelman's Institute. At times, advertising slogans 
are invaluable when they are apt, clever, and tend to 
£x an indelible impression on the mind. Indeed, .the 
test of a good slogan is the memory test; if it succeeds 
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in that respect, the slogan has enabled the public to 
visualise what.the product is; it symbolises in a little 
way the qualities a~d uses of the ~rticle. Below are 
given a few examples of advertisement slogans : 

Glaxo is intimately. as~ociated in the mind with 
"Builds Bonnie Babies" 

Dunlop tyres are thought to be of proved 
strength .. A lion is shown tearing away the tyre 
unsuccessfully. . 

"Fit Dunlop and be satisfied" 
Kodak Camera gives an idea of servtce and 

satisfaction 
-"You press the Button, We do the rest" 

-Memor~sing Valtte. The above slogans possess 
a very great memorising value too. They can 'be 
easily memorised. Repetition is a great aid . in this 

, respect.· Whe.n the same advertisement appears 
every day in the press, it is bound to be taken notice 
of even by unwilling and indifferent persons. Follow
up letters written in forceful ~nd personal style create 
impression on the mind of readers. Printed matter 
is· generally thrown into waste paper basket by busy 
persons. To ensure perusal, typed Iett~rs are sent 
out to prospective customers. . 

·Conviction Value, The prospective buyers are 
to be convinced about the accuracy and truth of the 
statements made in the advertisement. They should 
believe that the article advertised is the right thing · 
they want. There should be no exaggeration or mis-
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representation. Sincere and plain statements -of facts 
convi~ce the reader better than flowery language. 
With this end in view chemists give· ingr~dients of 
patented medicines and publishers, co~tents of their 
publications. A great deal of modern salesmanship 
by advertisetne.nt includes the money-back ·system 
and the approval system. Tpese devices make psy.:. 
chological appeal to the public and convince them 
of the bona fides of the advertiser who trusts the 
public instead of asking the public to trust him. 

Sentiments. Sentiment plays a very ~portant 

role in advertising, particularly in the case _of food 
articles. Certain communities hav~ certain preju
dices. It is t:l:e duty of" the advertiser to respect the-
susceptibilities and prejudices of his customers. The 
adver~ser should show regard for local habits and 
customs, likes and dislikes. What may be quite suit
able in one locality may not be so suitable in another. 
Particular care should be taken about neatness and 
tidiness. Proper packaging of sweets, fruits . and 
other eatables is very desirable .. To ensure neatness, 
some of the firms state that the food . articles are not 

. touched by human hand. 
Answering Demand and Creating- Habits. The 

advertisement inust possess . educative · value. It 
should not only meet th~_ existing demand' but must 
create a new market for the goods. The advertiser 
should study the habits of the people and by systema-_ 
tic and well-thought out advertising campa1gn so 
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mould th~i.r habits that they get accustomed to use his 
goods; ~f:ld onCe the habit is acquired, it becomes a 
second nature of man. 

Appeal to. Human Instincts. ~fost of the human 
actions are guided by ins~cts and inclinations rather 
than by dry logic o.r reasoning. A successful adver
tise.r must appeal to the right instinct at prope.r .occa
sions. The mother is anxious for the health of her · 
children and the father to. make provision for educa
tion or marriage. The producers in the former ·case 
and insu~ance companies in the latter appeal to the 
parental instincts. ·Probably the self-preservation 
instinct is one of t~e strongest .instincts in the anim~l 

- kingdom, including the human race. We make all 
attempts, consciously or unconsciously, to pre
serve health and resources. The advertiser appeals 
to this instinct very forcibly. All the food and cloth 
merchants, druggists and chemists, banks and insur
ance companies, appeal to this instinct. . Dr. Scott 
made reference of a mouse which was found in 
possession. of hundred and one articles-all curios
in its hole. 

The copy-writer has to bear all these points in_ 
view, while preparing his copy for the press. Sir 

. Sydney Skimmer, Chairm~n of John Barker & Co., 
Ltd. has said1 "Buying advertising space, or publi
city in any form, he, the advertiser, is buying some
thing very. much in the air, and may be, clutching 
at a shadow. 1fore than in any business advertising 
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calls for intuitive gift and knowledge_ wllat to do 
from an inside knowledge that-must rarely err. Ex
perience is a great help, but it cannot alone suffice. It 
is a commonplace that experience can be acquired; 
but while it is true that experience is everything in 
advertising, everything· in advertising is not ex
perience." 

THE SELECTION OF MEDIA 
-

.The selection of appropriate media for adver-:-
tisements is not always an easy matter. At times 
the problem is almost baffling. Large concerns are 
found employing every kind of advertising medium-. 

·_from the press to the posters, from the tramcar and 
motor buses to electrically illuminated sky signs. 
Such ventures· may afford to employ every form, but 
for an ordinary concern with limited resources the 
task is still more difficult. 

The media commonly used by advertisers are: 
the Press-newspapers and magazines, Posters, Book
lets and Pamphlets, Circular Letters, Tramcar and 
Bus advertisements, advertisements on the Screen, · 
Window-dressing, etc. 

I 

The Press. The medium chosen for ·advertise-
ment will depend on whether the article advertised 
will appeal to the particular class of people' who buy 
the paper. The medium selected must ~e a medium 
to fit the product and the particular public to· which 
the product appeals. The advertiser has to decide 
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whether he should buy a small space in a largely 
•• r 

circulated paper, or large space in a paper -with1 small 
circulation, b~cause the charges of a paper with large 
circulation must be much more than of a paper with 
small circulation. This decision should rest on the 

·fact whether he has to make·an appeal to the numerous 
I 

readers of a largely circulated paper or to the smaller 
nup1ber of another paper. ·Next, he must decide 
whether he should buy space in a daily, weekly or 
monthly. The merit of circulation is ~o be weighed 
with the quality and kind of readers. Again, the 
front page adve~tisement is more costly than inside 
pages. · "The front page of the Dai!J Mail costs 
£1,400 for a single issue with a circulation of_· 
t,Soo,ooo copies." 

Posters. Posters have only a limited field; but 
they may be u~ed to reinforce Press advertising. The 
essential of . the poster is an arresting picture, and 
brevity in v~rbal description. It. is n<?t suitable for 
lengthy ·explanation or detailed argument, but is 
eminently suited for driving home some particular 
point, or creating a first impression. · A· good poster 
is designed to instil an idea, or cot)vey a suggestion 
to the mind. Simple designs in contrasting colours 
are very effective and forceful. The size of a poster 
should at least be 12.0 inches by So inches otherwise 
it may not. be taken notice of by the public. It 
should be "blanked,'' that is surrounded by a white or 
neutral tint border to separate it from others. The 
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poster advertisement must be made to "stand out;" 
if it does not, it will never be able to .declare . its ~es:
sage. It must get itself noticed even if no colouf 
work or illustration is used. 

· Booklets and Circulars._ Like press advertising, 
it must be made with circumspection and knowledge; 
the best means and the best methods to employ are, 
matters of individual experience and choice. The 
essential thing in the preparation of all advertis~g 
matter of this description is very much the same as 
for press advertisements. But, in. the case of better 
class booklets and pamphlets, the advertiser has 
more sco,Pe as he is not restricted as regards space in 
which to tell his story, nor in the use of illustrations, 
nor in the quality of paper and printing. 

Circular Letters. Circular letters are form letters 
designed to reach hundreds and even thousands of 
prospective customers. Often they are cyclo-styled 
to give them an appearance of ordinary .. letters ins-· 
tead of the look of printed matter. They should be 
written in a forceful and effective style because ofte~ 
they have to arrest the attention _of an unwilling rea~ . 
der. They must move the feelings ~nd occupy. the 
mind uf the reader, otherwise they fail in their object~ 
A simple, direct, homely and intimate style will best 
appeal to the reader. He should be convinced of the 
sincerity and reliability of the advertiser, ~nd a 
straightforward and simple style is taken to imply 
reliability, dignity and even social standing. . No 

10 
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form of jargon can inspire confidence in the reader. 
He suspects a catch somewhere, or else a stereotyped 

· phrase is so often repe3ted that it must seem mecha· 
nical and insincere. 

Simple language is ·always better than flowery 
and loquacious sentences. , Simple language is always 
th~ most forceful; the good phrase is the simple, 
,cle.ar-cut phrase. The reader should at once· under
stand the full significance of the circulat at a glance 
without wasting any time over reading it a second 
time. 'Every statement made therein must be plain, 

· sttaightforward arid convincing. The· circular should 
be interesting, useful and ·attractive. Above all, the 
writer should be courteous in tone but by no means 
servile. 

As. regards other forms of advertising, e.g., by 
means of trams, buses, screens, etc., more or less the 
same principles hold good, as in the case of posters. 
They are to attract attention and make suggestion ~ 

·a convincing way about the goodness of the articles 
advertised. · As these advertisements receive scanty 
attention, they must possess the greatest display or 
attention value. Not only does a good advertise
ment arrest attention at a glance but it holds 
attention by reason of its. subject matter. There 
is an air of quality about some advertisements 
that one can almost feel, just as there is an air 
of shoddiness about others which we instinctively 
shun. 
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TRADE 11ARK 
,. 

· Trade mark or trade name is an important 
element in advertising. It gives a distinctive name 
to. the article and the consumer at once understands all 
about its quality and price; · The reader has different 
conceptions in his mind while he sees the following 
trade marks-all about soaps -: 

. '501'; 'Sunlight'; 'Pears'; 'Lux' 
Every mark has its own characteristic feature, 

and they are readily known to the public by the dis:. 
tinctive trade mark or trade name, which is regis
tered with the Government under the Law of the 
]and. Persons may have the same name, but not the 
same goods. 

In accordance with the Trade Marks Act of 
India, 1940, a "Mark" includes a device, brand, 
heading, label, ticket, name, signature, word, letter, 
or numeral or any combination thereof; aiid a· ~'trade 
~rk" is a mark used or proposed to be used in rela ... 
tion to goods for the purpose of. indicating a con
nection in the course of trade between the goods 
and some person having the right to use the mark. 
. Sometim~ before, th·e manufacturer was entirely 

at the mercy of the wholesaler and he had no control 
over his market. He saw that it was more important 
to please the us~t than the seller, but the user had no 
means of knowing who made the merchandise he 
used or why one kind of cloth was fine and another 
coarse. So the manufacturer gave ·his article a 
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name, sym~ol. ot design and e.xpected the user to 
remember it and ask fat it while making purchases. 
Having done that he advertised his goods to the 
public putting forth the reasons fat their superiority 
and thus enticing the customer to demand this parti
cular brand from the retailer who, in order to satisfy 
his customers, was forced to buy from the wholesaler 
and ,the wholesaler from the manufacturer who made 
the popular goods. Thus the manufacturer became, 
in a way, independent of the wholesaler fat popula
rising his good~. 

Trade' Mark is an act of faith and a means 
of identification. It has done more than any
thing to standardise the quality of the goods, lhat 
are so branded and to develop the market inside as 
well as outside the country in which they are made. 
Branded and widely advertised goods must be reli
able;· fat· the· symbol calls wide attention to faults as 
easily as it wins recognition for merits. 
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INTRODUCTION 

We have discussed so fa~ the principles of m.;t- .• 
keting which apply both to the marketing of manu
factured goods as well as to the marketing of agri
cultural produce~ We have observed that improve.: 
ments in the marketing of manufactured goods· 
followed the improvement in the technique~ • o£ 
production of these gooqs. At first the Europe~· 
countries were producing · for the expanding· 
markets of Asia, Mrica and Americas and this 
process continued, ~ore or less, upto I 8 5o by which 
time America as well ~s Gerinany and France had 
developed their production organisations. Mte~ 

this the manufacturers had to. consider ways and 
means of selling goods in competition to the goods 
of other manufacturers. Credit facilities were gran.t•' 
ed, agencies were established, tariff legislations· weri' 
passed, the art of salesmanship ~d advertising was 
improved upon, and above all, colonisation schemes 
were. pushed forward with the sole end in view_;_ · 
viz., the preservation . of those colonies or markets 
for the products of the inother· country. For ex.:. 
ample, the East India Company was asked ·by the 
mother country to· pursue the same policy. ·Its· . . ' 
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avowed policy during this. period was to encourage 
plantations in this country so that India might ex
port raw materials and food-stuffs to the United . 
Kingdom and import manufactured articles from that 
country. Every country tried to improve its selling 
organisation with the result that marketing problems 
came to the forefront f!.nd at present they engage the 
attention of the State, the economist, the manufac
turer, the middleman and the ·consumer alike. 
\Vith the growth of marketing mechanism, an army 
of middlemen sprang up like a fungus growth. Then 
"there was reaction and as a remedy against this the 
consumer's co-operative movement was started. This 
movement made· sufficient progress. Very big stores 
were established by co-operative societies with a 
certain amdunt of success. These stores may not -
have acquired the success which was thought of, 
but they serve as pioneers of large-scale retailing. 
Multiple shops· and Departmental Stores were orga
nised by companies to eliminate the profits of the 
middleman. Thus we observe a concerted attempt 
on the part of the manufacturer to eliminate the 
middleman and approach the consumer as · near 
a::. possible. The same tendencies are discernible 
in the marketing of agricultural produce. 

Agricu!ture was in a self-sufficing stage practi
cally in every country in the beginning of the l4st 
century. There were no problems of marketing 
agricultural produce. With the development of 

.. • 
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enormous agricultural areas in the 19th century 
and the surplus produce in certain countries, there 
arose the necessity of organised markets where buyers 
and se~ers from _all parts ·of the world could freely . 
meet and transact business. This was greatly 
facilitated by n1odern means of transport, scientific 
knowledge of business organisation, elevators and 
warehouses, . and ba1;1king development. Conve
nience and promptness now became essential. Uni
formity of usages-, high standards of conduct, d~tail
ed organisation of every branch of. tiade, and ~
ciency in the operation of the business became highly 
d~sirable. . And so, about the ·middle of the last 
century numerous Exchanges, sometimes also called 
bourses, boards of trade ~nd Chambers of· Com
merce were organised. 

Indian agriculture got a fillip ·by the introduc
tion of rapid means of communication< ·and transport · 
after 185o. The Suez Canal was opened in 1869 
and this shortened the distance between India and 
Europe by thousands of ~es, be_sides affording the 
advantages of weather and safety. Wheat used to 
be spoilt when exported round the Cape of Good 
Hope by the damp and hot climate to which it· was. 
subjected for long periods. The State p,olicy has 

.· .. ! -

always been . to · encovrage agriculture even at the 
cost of industrialisation of the co1Jfitry. The result 
was that our cultivator began to- produce for ~e 
market and d_id no longer live on subsistence econo-- . . 

II 
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my. Indian agriculture, so to say, was commercja
lised and the produce of our cultivators reached 
distant markets of Europe and America. The State 
be_gan to show interest in our agricultural pfoblems 

. for various reasons. Firstly, agriculture is an 
important source of revenue; secondly, it 'is the ocru-

. . . 
pation of about three-fourths of the population and 
thirdly, British industrialists' interest demanded the 
development of Indian agriculture. The State aid · 
to agriculture has been of different kinds, e.g., 

... 
improvement of seeds:. irrigation facilities:. co-opera-
tive credit, debt legislation, cattle breeding, scientific 
research, consolidation of holdings, improvement 
of quality of soil:.; supply of manures and implements 
and only very lately of assisting the agriculturist in 
the marketing of his produce. On analysis, we· find 
that aU the measures adopted by· the Government . . 

were either to improve production, or to save the cul-
.tivator from the clutches of the moneylender. It is 
only after the recommendations of the Agricultural 
Commission in 192.8 and the econo~c depression 
that setjn in 192.9, resulting in abnormal fall in the 

. prices of agricultural commodities, that the State took 
a lively interest in agricultural marketing- in India; 
otherwise the poor cultivator was_ left ·~to. P-is. own 
resources and skill to dispose of his~ produte. Excep
tion may, however;.. be made iti' case of cotton where, 
due to the activities of the Indian Central Cotton 
Committee, ·established by the-Government of India:. 
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in March 1921, regulated markets 'Yere established in 
Berar, C. P. and Khandesh and useful legislation like 
the Cotton Transpbrt Act was passed to. prevent 
adulteration of bad quality ,cotton with superior 
quality cotton. On the ·recommendation of the 
Agricultural Commission, a Marketing Adviser to 
the Government of' India was appointed in 193s 
with Provincial Marke6ng Officers and other subor-: 
dinate · staffs. Quite a number of . States have 
co-operated in this· work. ·Marketing surveys have 
been conducted; societies for marketing agr_icultural 
produce have been established, legislation for grad
ing and marking of agricultura] produce has been 
passed; Standards of W eig~ts Act JJas been put on 
the statute and propaganda is carried <;>n tbrougli 
'Agmark' label for selling ghee and other articles. 
All this shows that the State is alive to the interest 
of the cultiyator and is showing a genuine concern 
in marketing problems. . ·· 

Agriculture gives . occupation, direct1y and 
indirectly, to the vast majority of t?e population of 
India. The census returns of 1921 showed that the 
proportion of the population directly. engaged. in, or 
dependent on, agriculture and pastoral pursuits in 
Britisl?- India _was 73·9 per cent. This P.erce~t~ge came 
down ·to· ~7 ·i:11 1931 and in the ce~sus r~cords of 
1941 for which figures are not yet-available it stands 
at about the same level. This shows the preponder• 
ant importance of ag1icultur~ in th~ Indian e~o11oniy. 
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Another importa~t feature in our economic and 
social life is that from .times immemorial, the bulk of 
the population has lived in small villages with mud 
houses. At the beginning of the nineteenth century 
about 10 per cent of our population lived in towns 
-a higher percentage than even in France and 
Russia. A larger proportion of the population lived 
on industries than at present. Industrial popula
tion lived in villages as well. These were ·econo
. mically self-sufficient, producing their own food, 
clothing, ana •other necessaries of life~ They had 
very little to do with the outside world. It cannot 
be said that the village is as isolated today as it was 
a century back_. In spite ·of the/ western impact, 
towns are few and great cities rare; most of the soo,ooo 
villages have not yet been touched by metalled road 
or railway; post offices are many miles apart, tele
graph offices still more dist~nt from each other. 
Except in a few irrigated tracts, the whole country 
is dependent on the monsoon and all major agricul
tural operations are fixed and timed by this pheno
menon. Indian agriculture is, therefore, called 
'a gamble in monsoon.' 

. The Indian cultivator is poor and ignorant. 
According to tlte Census Report of 1941~ a little over .. .. . 
12 per cent of the people are. literate.· They include 
persons 'who can· only- sign "their names. This colossal 
ignorance, even· aEter I so years of British r:ule, is 
respQtlsible ·for the abject poverty and social evils of 
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the country. Our national income has been esti
mated .variously by various investigators. Da.;. 
dabhai Naoroji estimated it at.about Rs. 20 in I 87o; 

Sir David Barbour at Rs. 27 in 1882; Lord Curzen 
at Rs. 30 in 19o1; Mr. E. :J\f. Cook at Rs. so in 19n; 
Wadia and Joshi at Rs. 44-5-6 in 1913-14; Find~ay 

Shirras at Rs. n6 in 1922. -The latest estimate of 
national income of British India is that of Dr. V.R.R. 
V. Rao for the year 1931-32. According to him 
the figures. are: 

The value of agricultural outpu~ 
Live Stock products 
Fishing and hunting 
Forest products 

Total Primary products 

Millions of ·rupees 

12.0 

Rs. 8,8zz. 

The writer estimates the aggregate wealth pro.., 
duced in British India in 1931-:-32 at Rs. 1~689 crores, 
with a margin of 6 per cent on either side. Primary 
production thus contributes a little over 52 per cent 
of the total national income of British fudia. Dr. 
Rao estimates the per capita income at Rs. 65 with 
a margin of error of 6 per cent on either side per 
year. Prof. K.T. Shah estimated the distribution 
of the national w:ealth· to be such that, if we had 
·Rs. 100. of this wealth. to distribute among 1oo fudi
vidua]s, Rs. 33 will go~·.to i ·metpb~ of the capitalist 
and landlord class; Rs. 3 3 will go to 3 ~ middle-dass 
men; and the balance of R~. 34 will go to 66- working-
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· m.en. Thus; two-thuds ot the community get per 
head half. the average ~ncome; while 1 per cent. 
enjoy more ~han a thir~ of the national income. 

. Our problem is, therefore, both of insuffici~nt 
production and faulty · d_istribution. In ·comparing 
these results, we must not forget that they relate to . . 
different periods, and. the area covered by the com-
putations is not the sat;ne in every case. The level 
of prices a.t di£ferent dates and the spirit and pu,rpose 
of each investigati.on were also different. Yet, in 
spite of .all these discrepancies, o.ne thing is certain, 

·viz., the abject poverty of the t<:eming millions of the 
Ifldian population. It becomes all the more glaring 
when we study our estimates vis-a-vis the estimates 
of other countries. Professor Findlay Shirras in his 
book Poverty and Kindred Economic Problems- in India 
has given the following table.1 

Country 

British India 
United Kingdom 
Australia . : 
United States 
France 
Denmark 
Germany •. 
Italy 
Egypt .. 
Japan 
Bulgaria 
U.S.S.R. {Russia) .. 

1 Third edition~ pp. 44-,. 

Year per capita in
come 

1931 
1 931 
1914 

• • 1932. 
192.8 
192 7 
1915 
192.7 

. . . I 92.8 

. • ,192' 
• • . 1932. 

·.: •. i9Z5 

£' 
76 
98 
89 
41 

" 39 
2.4 
Z.l 

.. 14 

9 
10 
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Naturally, the question arises: Is our poverty 
due to maldistribution or want.of production ? The 
fact is that our problem is not as much of maldistri.;. 
bution as of insufficient pr?duction. As estimated 
by Dr. Rao about so per ·cent of the total national 
income of British India is derived from primary pro
duction, viz., agriculture, live-stock industries, fish-
ing and hunting, and forest products. All this. pro
duction is in th~ hands ofsmall producers where the 
question of concentration of wealth does not. arise 
except in the case of big landlords or a few capitalists. 
Some of the captains of industry and a few big taluk
dars, no doubt, are very· rich in the country, but their 
number is so small that it can be count~d on one's 
fingers' tips. 

Out ot a population of about 2 5 cr<;>res of Br!tish 
India in I 9 3 9 only about 3! lakhs paid income-tax 
and although the ex_emption of agricultural income 
from income-tax may partly account for the low . 
figure of asses sees,. the main reason is that the va~_t: 

majority of persons in India have an income which 
is only a small fraction of even the exemption. 
limit. Of the 3! lakhs of persons liable to assess
mentJ over 2. lakhs ha.d i~comes below Rs. 8,ooo and 
only 4,ooo persons had incomes above Rs. 3.z,ooo.1 . 

Our artisans are as. poor as our cultivators. In
dustrial labour too has a very low. standard of living. 

1 Times of India Publication. 
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and agricultural labour is the most po~rly paid. 
Among the professions, barring the top-most men, 
most of the doctors, lawyers and teachers are hardly 
able to make their two ends meet. We may, there· 
fore, conchide that the general standard of living of 
the people is· miserably low. Efforts should be made 
to increase the national dividend, always bearing in 
mind the pitfalls and shortcomings of the modem 
industrial organisation which should not be slavishly 
copied, but should be adapted according to the natural 

- phenomena ofthecountry. Capitalismhas failed miser
ably on the distribution side. . In this system side by 
side we· witness the dizzy heights of opulence and 
extreme depths of poverty. We must attempt to 
save our society from these faults of the economic 
syst~m., This can . be possible only when there is 
proper planning of our economic resources. 

For centuries India has been one of the principal 
grain producing countri~s of the world. Out of the 

_total world production of food .grains (excluding 
Russia) of Z4_5,ZZhooo tons in 1936, India contributed 

. 5h48I,ooo tons or approximately zz-6 per cent of 
the total yield. India's population being nearly 
one-fifth of the world population, she contributed 
a .little more than her required ~hare. Agriculture 
is, therefore, a very important part of her economy 
and no economic planning of th~ country can be 
complete without a thorough investigation of ~er 
agricultural problems and needs. The total area 



tNTR.ObOC'riON 1.2.1 

of cultivable land in India, exduding the forest 
area of 89 million acres, is a bout 43 5 million acres. 
The total gross cropped a~ea, sown annually, approxi
mates to 298 million acres. Of the total area, about 
Sc per cent is under food crops and the rest under 
non-food crops, such as cotton, jute, oil-seeds, in
digo, fodder crops, tobacco, opium, etc. The principal 
food grains are rice, wheat, jowar, bajra, gram, barley, 
maize, pulses, etc. 

The following table gives the estimated acreage 
and yield of the principal crops in Tndia for the year 
1 9~9-40 :-

Acreage Yield 

Rice 73,I99,000 .z 5,364,000 (tons) 
Wheat 34,0I4,000 ' I o, 75 .z,ooo . 

" Sugarcan(; 3,613,000 4,590,000 " Tea .. 833,1oo 451,596,300 (lbs.) 
Cotton •• .zx,35 I,ooo 4,909,000 . (hales of 

400 lbs. 
each) 

Jute 3,I6I,000 9,738,ooo , 
Linseed 3,7I3,000 466,ooo (tons) 
Rape and Mustard 6,II3,000 · I,I1o,ooo , 

. Sesamum 4,050,000 4I6,ooo " Castor Seed I,004,000 97,000 " Groundnut 8,I98,ooo 3,I48,ooo " Coffee1 I8I,100. 40,I Io,6oo (lbs.) 
Rubber I34,000 3J,390,700 , 

1 Coffee figures are. for I 9 3 8-3 9· 1 ' 

(Taken from the Estimates of Area and )"ield of Principal 
Crops in India, 19 3 9-40 ). · · · 



CHIEF CHARACTERISTICS OF INDIAN 
AGRICULTURE 

• 

The first thing to note is that the standard of 
production of our cultivators is very low as compared 
to that of other countries. -Taking only two of the 
many commodities, we observe that whilst U.S.A. 
produces 2.00 lbs. and Fgypt 450 lbs., India produces 
only 8 5 lbs. of ginned cotton per acre. For sugar, the 
Indian Sugar Coinmittee stated that India's out-tum 

·of sugar per acre was less than one-third of Cuba's, 
·one-sixth of Java's and one-seventh of Hawaii's. 
There is no doubt that the sugar industry of this 
country has made marvellous progress since 19 J 1 

after the imposition of protective tariff and the esti
mates of the Sugar Committee do not hold good at 
present. But it is undeniably correct that our pro
du<;er is still far behind the producers of these island 
countries. In India, the agrkultura] holding is very 
small, the cultivator is poor and illiterate; he is un
able.to make use of the modern implements and ma
nures; the irrigation facilities are not as good as in 
foreign countries; and the lack of means of transporta
tion leads to dryage of juice contents of the sugar
cane. .fls against these disabilities in India,~ the 
factories in foreign countries own the neighbouring 
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-· land and cultivate it on the most modem lines. 
They have all facilities of manuring, ir.dgation, good 
seeds and transportation. _ Naturally, the result 
must be better. However, the Indian Sugar Com
mittee and the Indian Central Cotton Committee . 
have done useful research. work. and under their 
guidance the Indian cultivator has learnt a good 
deal and improved the quality as well as the output 
of his produce. 

Capitalist farming in India is an exception, and 
small scattered holdings are a common feature._ This 
evil is of the most serious type. There is not enough 
work even for the poor equipment and scanty re
sources of the Indian cultivator. The average hold-. 
ing of mo~t of the Indian peasants is between 1 to.3 
acres only. This is hardly enough for an average 
family of 5 persons in India. The evil is two-fold. 
on· the one. hand, by transfer or transm1ssion the 
land goes qn being divided, and on the other hand, 
at every transfer or transmission of land, the holding 
becomes more and more scattered and .fragmented. 
Thus, the peasant not only does not own an econo-. 
mic holding, but even that small holding is ·scattered 
on all sides of the village. This means a lot of worry 
and expense, b~sides waste of time in goipg from 
field · to field. Unless the laws. of .inheritance are . 
cha?ged amongst the Hindus and the_ Moslems1 and 

1 Amongst the Muslims ~yen the d.a11e;~ter~ ~~rc. . 
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unless a large proportion of the population is divert· 
ed from land to other occupations, thus relieving the 
pressure of population on land, nothing substantial 
can be done in this direction. The Provinces of the 
Punjab, the U.P., Bombay and C.P. have achieved 
some success '.in bringing about compact blocks 
through co-operative agencies and permissive legis
lation. Yet the fact is that hardly the fringe of the 
problem has been touched. This evil alone is largely 
responsible for the low production and_ yield of the 
Indian cultivator who cannot effect improvements 
on his holding. However, in the absence of other 
avenues of employment in professions and indus
. tries, it provides at least something to fall back upon. 
It also acts as a sort of insurance against the vagaries 
of seasons in a land where monsoon is so uncertain 
and agnculi:ure is ~o dependent on this single factor 
alone. · 

Another important feature is that "under the 
prevailing system of tillage, the smal1 holdings do 
not provide occupation for more than half the time 
of the cultivator."1 The ~griculturist has, therefore, 

· ample leisure to putsue one or -other of the small 
industries and thereby substantially add to his income 
~rom agriculture. The Royal Commission on Agri
culture have expr~ssed themselves at another place 
in the following words: "A prominent feature of 

1 ~eport of the Royal Commission (J!I Agricult~~re, p. J · 
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Indian agriculture is the amou11t of spare time which 
it leaves to the cultivator. This varies very greatly 
according to the local agricultural conditions, but. it 
may be assumed as a broad generalisation that by 
far the greater number of cultivators have at least 
from two to four months of absolute -leisure in the 
year."1 The Central Banking Enquiry Committee 
and the Provincial Banking Enquiry Committees 
have agreed with this view and alfthese bodies have 
unanimously recommended the introduction of cot
tage industries in the country-side. The greates.t 
justification for the adoption of 11ahatma Gandhi's. 
charkha is the utilisation of the idle time of the Indian 

. peasantry. Mter food, clothing is the most pressing 
necessity of human life. At present mHlions of our 
country-folk go naked. If this elementary want 
could be even partially met by hand-spinning and 
hand-weaving, it will immensely add to _human wel
fare. Besides spinning and weavmg, other small 
industries like dairy farming, rope-making, bee
keeping, silk-rearing, gur-making, oil-pressing, fur
niture making, etc., etc. can be introduced in the 
village-side without much expense and inconvenience: -
We can go a step further. In the regions of hydro
electric power, even the medium-sized industry can 
be well established. This disintegration of industry 
will have many advantages. Tnstead of herding large 

1 Ibid. 
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populations in dingy and smoky cities like Cawnpore 
and Ahmedabad, it will be much better if the medium
si~ed plants are. spread over the country-side. Besides 
giving more employment to the village-folk, it will 
considerably improve the health of the ~actory workers 
and our economy shall decidedly be more balanced. 

· The ·third feature to note about the Indian culti
vator is his chronic indebtedness. 'He is born in 
debt, lives in debt and dies in debt.' The question 
of marketing of agricultural produce is very closely 
related to the indebtedness of the agriculturists. 
The various committees and commissions have in
vestigated into this question from time to time. 
The Famine Commissions, the Madagan Conllnittee' 
on Co-operation, the Royal Commission on agri
cu!ture, the Central and Provincial Banking Enquiiy 
Committees have closely studied the causes and 
suggested .remedie~. They have variously estimated 
the extent of . the rural indebtedness. The Central 
Banking Enquiry Committee says: "The· Provincial 
Banking Enquiry Committees have attempted an 
estimate of rural ind'" btedness in their respective 
provinces. For the reasons mentione~ in the pro
vincial reports, estimates of rural indebtedness can
not be accurate. A total of about Rs. 900 crores 
made up of the figu.res for different provinces gi~en in 
the provincial reports may, however, be tak~n as a 
very rough estimate of the total rural indebtedness 
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of India."1 Nobody can be dogmatic abOtit the . 
accuracy of indebtedness figtire~ because there has 
been no systematic and thorough investigation of · 
this problem. The Reserve Bank of . India has a 
rural credit department which ·devotes its activitie~ · 
to the problems of rural finance. _ 

The problem of agricultural indebtedness became 
more acute after the economic depression that start
ed in 192.9 and continued, more or less, upto the 
outbreak of the present World War. · The difficulty 
in repayment owing to the fall in prices led to the 
transfer of lands to the money-lenders. 'The large 
increase in the number of suits and. forced sales of · 
land at very low prices held out the grim prospect 
of the emergence of a dispossesse~ peasantry which . 
constituted a permanent threat to the social stability . 
and so_cial peace in the country.' No Government 
could witness this spectaCle without anxiety. There
fore, nearly every Provind~l Government in India 
introduced legislation of so_me form or other to give _· 
relief to the agriculturists. The movement got further 
impetus by the coming into power of popular minis
tries after t].le Indian Constitutional Reforms of 1935. 

"Broadly, the enti~e mass of Debt Relief Legis
cion can be classified under two ·heads: (A) short-

. I I 

term legislation, and (B). Iong-terin legislation, 
according to the nature of the objectives· which the 

. . . 

1 Central Banking Enquiry Committee Report, p. s s. 
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· legislation was intended to fulfil. The main objec
tives of the Provincial Debt Relief Legislation can 
be briefly summarised as follows: 

(a) Provision of relief to the cultivators by 
scaling down and lightening the crushing burden of 
the standing debt; · 

. (b) Regulation of the money-lending business and 
creation of systematised rural financial agencies; and 

(e) Provision of safeguards for the protection 
of the person and the property of the debtor against 
undue exploitation by the creditors."! 

The Debt legislation did give relief to the agri
culturists and petty zemindars, but it has also crippl
ed rural finance. The money-lender is very much 
reluctant to grant credit to the cultivator who bas 
little to offer as security against his loan. In its 
Statutory Report the Reserve Bank of India: states: 

·"Apart from the special risks involved in agricul
tural finance, ·the main difficu] ty arises from the fact 
~that in India as in several other agricultural countries 
tbe majority of the agricultural population consists 
of small peasant proprietors and tenants with whom 
agriculture is not so much a profession as a ~ode of 
living. The handicap is not merely the lack of subs
tantial assets which could serve as security but also, 
and possibly to a greater extent, the uncertainty of the 
profits from agriculture as it is generally carried on2 ." 

1 Abhyankar, Provincial Debt Legislation, p. 3 
2 Statutory Report of the Reserve Bank of India, p. ' 
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The Government has, no ~oubt, destroyed the 
existing agency of rural finance which was certainly 
bad in some respects, but not as contemptible as some 
of the theoretical economis~s maintain; it has not yet 
supplanted it by a better form. Co-operation is a 
panacea for this as well as many ot.h.er ills from w4ich 
the Indian cultivator suffers, but so. far not much has 
been done and it must also be confessed that this 
movement too is not free from ·defects at present~ 
The problem of rural finance can best be solved, if 
indigenous money-lending is regulated .and linked 

I 

to joint stock banking rather than put an end to~ 
The attempts of the Agricultural Credit Department 

I 

of the Reserve Bank of India are to be watched with 
interest in this connection.· 

ORGANISATION OF AGRICULTURAL 1URKETS ~ 

At present our rural mar~ets are organised in 
the form of mandis, fairs, haths and penths. In the 
rural areas pedlars are· found exchanging wares for 
money or grain. Small towns or big villages observe 
one or two market days in the week when the buy~rs 
and sellers meet in a particular locality. The simple 
requirements of the village-folk are met · oil sue~ 
occasions. Generally, the villagers bring 1 grain or 
any other produce with them which they sell in the 
market, and with the money obtained they purchase. 
cloth, shoes, implements of · cultivation, kerosene,' 

13 
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match boxes, etc., etc. At important places, even 
severaJ thousand people gather together. The hath 
is organised by a zemindar, or a local body and every 
shop-keeper has to pay some rent for the space he 
ocrupies. Higgling. is a common feature of these 
markets. One does not know whether he is getting 
a square deal. No. doubt, there is competition 
between the sellers, but the diffieu]ty is that the arti· 
des are not standardised.. For example:. one shoe· 

· maker might demand Rs. 2./- for his pair, whilst the 
other Rs. I/4 only.· If a shoe-maker wants to sell a 
pair for Rs. t/4:. he will start somewhere at Rs. 2.j8. 
A good deal of time and energy are wasted in higgling. 
Each party wants to bluff th·e other in bargaining. 

·The village pedlars generally supply doth, 
ornaments of cheap metals, kitchen utensils, and cheap 
general merchandise. He~e the village bania acts 

· as the middleman or arhatia and it is his duty to see 
that his rustomer is not cheated by the pedlar: 

· For his services the bania gets generally one pice per 
rupee a_s his .commission from the seller. All sales 
3.re for cash excepting utensils and cheap ornaments 
where the shopkeeper accepts even old wares in 

··exchange at about half the rate for new ones. These 
pedlars visit the villages more frequently during the 
crop seasons when they are able to get better rustom. 

Fairs have been a common feature in India. for 
• 

centuries. Generally these fairs are held on religious 
festivals:. as Magh Mela at Allahabad, Kartiki-Snan 
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at Garh Mukteshwar and others. Of late, Swadeshi 
exhibitions are getting popular.·· In the U. P., the Dis-_ 
trict Boards hold exhibitions, horse· shows etc. For 
some years when the boyco.tt movement was strong,
these institutions did not" fare well, b1:1t they are 
again reviving. Th~ industrial exhibition in· im
portant commercial centres organised by Govern
ment or private agencies are really' giving an impetu!) 
both to the commerce. and industry of the country. 
It has been observed at these exhibitions that India 
is doing fairly well in the manufacture of toilet 
accessories, cloths, boots and shoes, prints, pencil
making, paper-making, etc. She is also reviving her 
old cottage arts of spinnfng of silk and wo~J, embroi
dery, zardosi, etc. What she lacks most is the esta
blishment of heavy industries. We need more an4 
more of engineering works. But there is certainly 
a revolution in thought. Here one does t?-Ot have_ 
to higgle. There is a fa]r amount of competition ·· 
and both the customers and sellers are of better 
morale. They are mostly· educate.d and compara
th;ely well-to-do people. 

Mandis are the best fori:ns of organised markets 
in India for the sale of agticu]tural produce. Some 
of these mandis, particularly in the West V, P., such 
as Hapur, Ghaziabad, Hathras, Khurja and Agra, 
and in the Punjab, such as Ly.allpur, . AO¥"itsar. and · 
Lahore, can compare favourably with produce ex-_ 
changes of foreign countries. They have ample 
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facilities of storage and 'banking, and are well served 
by roads and railways. The control of a mandi 
generally vests in a Chamber of Commerce which is 
fully representative of aJl business interests. These 
Chambers of Commerce, besides exercising general 
supervision over the market, regulate speculative 
transactions which are recorded in the office of the 
Chamb~r and. each party to the bargain has· to make 
a deposit to ensure fulfilment of the contract. In 

. the mandi there are shop~ of kachcha arhatias and 
pucca arhatias. The kachcha arhatias are· really 
brokers of the se11ers and the pucca arhatias are either 
buyers on their own account or commission agents 
of firms that do exporting business. In the Central 
Provinces and Bombay, agents of cotton mills at 
Bombay and Ahmedabad and of Japanese firms are 
found making purchases. Similarly, Ralli brothers 
appoint agents in the grain markets of the U. P. and 
the Punjab to effect purchases. Further, the pucca 
arhatia is a man of means and substance who stocks 
produce on his own account with his own capital or 
with borrowed capital from the joint stock banks or 
the Chambers of Commerce of the town. Generally 
the practice is that he_ invests about 30 per cent of the 
value of the net produce and the balance is advanced 
by banks on its hypothecation. 

As a rule the agriculturist does not like to sell 
• his produce himself in the market. Not so much 

because he is indebted, but because it costs him more 
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to transport and undertake risks of fluctuations in 
prices that he likes to sell his produce at home. He · 
is also not quite familiar with the market technique 
and, therefore, cannot bargain as well as the profes
sional beopari. Of late, the tendency is for the culti
vator to cart his own produce in the market, particu
larly where the roads are good and where he has· his 
own cart or other means of conveyance. The culti
vator is. not so simple-minded or ignorant as he is 
often depicted to be. He knows his interest~ fairly 
well. The U. P. Provincial Banking ·Enquiry Com• · 
mittee observed: "It is not~ however, true that the 
mahajan or beopari can always get the cultivator into 
his grip or that he abuses his advantage. The cul
tivators are shrewd enough to ascertain the mandi 
prices and to calculate their transport and other 
charges; and the solvent among them ·often dispose 
of their produce not to the beopari but directly at the . 
mandi."1 Further, there is so much competition 
amongst the beoparis in the season for purchase of 
village produce that the margin of the middleman's 
profit is cut very fine. Next, the cultivator gets 
ready cash for his produce the moment it is sold to 
the beopari who has at times to submit to some of 
the unreasona:bleness of the cultivator be~~use there 
is strength of the numbers behind him. It is wrong 

1 The U. P. Provincial Banking Enquiry Committee Report, 
p. I 54 (para 2. p.). 
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to say ·that the cultivator loses much in price. "The 
beopari takes upon himself all trade· risks, while his 
margin of profit, especially in the face of competition, 
is always small, sometimes little . more than enough 
t~ cover the expense of transport and marketing. 
His profits depend mosdy upon fluctuations. of prices 
and upon certain economies which the cultivator, 
dealing in small quantities, caniiof · secure. By the 
intervention of the beopari the cultivator avoids all 
trouble and risks mosdy reasulting from his own 
ignorance.: ••.. In short, in the present unorganised 
system of credit and mar~eting the itinerant b~opari 
is a necessity ."1 

This view' ·of the U. P. Provinaal Banking En
quiry Committee is shared by most of the other 
Provinciaf Committees. To cite only two of them, 
·the Bombay Committee observed in para 12 7 of their 
r~port: "There are several reasons why the ~ltiva
tors prefer to sell the cotton at the village. Many 
of them have only limited quantities to sell which 
may be too small for a cart-load. Sometimes they 
have no cart of their own and the charges for trans
port during the marketing· season are heavy. If 
the cotton is taken to the marketing centre, the pro
ducer has often to undergo chnsidetable inconve
nience, trouble and loss in the unregulated mar~et. 
It is_ also found that in the cotton areas, owing to 

1 Ibid. 
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keen competition amongst the buyers, the prices in 
the village are generally not unfavourable, if an 
allowance is made for transport and other charges.'~. 
And the Central Provinces Coinmittee r~mark in para 
1046 of their report: ~'Our ehquiries show that the · . . . 
prices in rural areas are of necessity some~hat lower 
than those in the wholesale markets; but the difference: 
in prices obtained ·on the spot by the cultivator does. 
not, as a rule\ e:iceed the expenses of transport' and 
the remuneration. of the petty dealer for his service_s/:' · 

The Central Banking Enquiry Coll111iittee con ... 
elude: "After studyitig the position as presented in the 
reports of the various ProvindalBankingEnquiry Com
mittees, we have come to the following conclusion: ; 

"The popular belief that the middlemen and the 
small merchants perform no useful function is erro
neous. Most o{the Pmvincial Committees have found 
that the charges ·made by' them are not exorbitant."1 

We have already glven atr some length th~ 
opinion of the Royal Commission on Agriculture 
whicli is also to the same effect. 

As explained above kachcl;la arhatia is a link · 
between the village seller:---Cultivator beopari--and 
t?e buyer who may be a pucca arhatia or any .other 
person. ·He is an agent. of the seller and ,i~ expected 
to ·look after his interests. It is ge?e.tally alleged • 

1 The Central Banking Enquiry Com.mittee · Re]Jort, p .. 2.2. 1 

(Para 2.79). 
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that he favours the buyers who are mostly pucca 
arhatias or towns-people. It may be true in so~e 
cases but it cannot be a general rule because there is 
so _much· competition amongst the kachcha arhatias 
that they cannot afford·to displease their clients. 

Before the seller actually reaches the mark~t he 
is often accosted on the road or at the terminal tax 

"' 
or octroi posts on the border of the municipal area 
by touts employed by the kachcha · arhatt~s. They 
may be specially employed for the purpose. or are 
. more frequently regular employees of the kachcha 
arhatias. Every inducement is held out to a new· 
comer to secure his patronage and in Delhi it is quite 
common for the: arhatiyas' agents to pay the termi- . 
nal tax, to be adjusted later, on behalf of the cultivator 
and relieve him of as much trouble as possible with 
the terminal tai officials in orde.t to secure or retain 
his custom. The same· procedure is followed 
throughout the length -and breadth of the countty.1 

On arrival in the town, the seller is housed in a big 
compound with shelter for bullocks and a well. 
The arhatia provides ordinary comforts. of tobacco 
smoking and water supply. In the morning the 
carts are taken to the mandi where the produce is 

• 
sold by inspection or auction. The kachcha arhatia 

• represents the seller and with his consent sells the 
produce to the buyer. .In some of the mandis, e.g., 

1 Report of tbe Marfeting .oi Wheat in India, P• 147· 
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Cawnpore, carts are sent to the place of the buyer 
for delivery. The arhatia sends his weighman. 
At times the buyer rejects the goods in the ··course of 
weighing of the produce on the ground of inferior 
quality or admixture. The arhatia has to intervene 
3..?d settle the dispute. In ca~e o~ cotton, carts are 
taken to the ginneries where they are weighed and· 
unloaded. ·~ As soon as the carts have been weighed 

' the seller is paid cash by the kachcha arhatia who 
settles account with t?e buyer-pucca arhacla:-in 
the evening. All this shows that the kachcha 
arhatia renders a really useful service .to the cultivator 
who. is ignorant of the market technique. 

But all this does not mean that the arhatia is 
always honest and straightforward in his dealings or _ 
that there are no defects in the marketing organisa
tion. The very fact that there is a cut-throat conipeti:.. 
tion among the arhat:fu.s which reduces their remu- · 
neration to the minimum induces the di~honest among· 
them to resort to undesirable practices, such as wrong 
weighment, secret profits, over-charges, etc. 1fost of 
them are poorly paJd and carry on the work as a pro
f~ssion, as the Indian cultivator carries on agriculture 
as a profession whether it is profitable or• not. -

DEFECTS AND WEAKNESSES OF THE 1fARKET 

The main defeCts and weaknesses in the market
ing of agricultural produce in t;hls country are: 

14 
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(a) The use of a variety of local weights 
and measures; 

(b) False weighments; 
(t) The levy of a number of incidental 

charges and imposts; . 
(d) The absence of grading; 
(e) Admi~re of inferior quality with supe· 

· riot. quality produce; and 
(f) Sectet·settlement. of prices •. 

Weakne .rsu: 

(a) Lack of good means of transportation 
and communication; 

(b) Absence of regulated markets; 
(t) Insufficient number and weak organisa· 

tion ·of co-operative sale societies; 
(d) Lack of research work in marketing; 
(e) Inadequate storage f~cilities; and 

(j) Insufficiency and inadequacy of financial 
facilities. 

Let us briefly discuss each item seriatim. 
Weights and Measures. Diversity of weights and 

measures is not a new characteristic in this country. 
It was equally so in Akbat's time who too~ a more 
modem view, and prescribed the principal units of 
weights, length and surface measure. He intro
duced the Ilahi Gaz, measuring 30!- inches but it was 
popular near about his_ capital only. It is a pity that 
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this diversity is not only regional but commodity
wise as well. In sixteen markets of the East Khan
desh distric:t of the Bombay Presidency, the maund 
has thirteen different values ranging from 21! seers 
at Bodwad to So seers at Pachora. In the' Jhelum 
district of Punjab six different measur~s by which 
grain is b<:>ught and sold. are. found within an area 
of sixty square miles. In the U.P.,. at some places 
we have a standard maund but at other places a 
maund of 50 seers. In Bihar the seer ranges from 
50 to xoo tolas except where the standard weight has 
been imposed from above. In the Bombay Presi
dency, the standard unit of speculation in cotton is 
Khandi which is equal to 784 lbs. of lint cotton; but 
in Khandesh it varies from x6o to 250 lbs., and in the 
Southern parts ·of the province the unit is a Nag of 
3 36 lbs. In the Madras Presidency, Kfl.andi weighs 
5 oo lbs. only and in the area ·where "Western" cot
ton is grown the unit is a Nag. of 312 Jbs. In the 
Central Provinces the measures, 'Mani', 'Kino' and 
'Khandi' have each a different significance in different 
areas with great variations in weight. In Assam ~nd 
Burma, rice is measured by baskets of different sizes. 
All this diversity creates confusion and is a serious 
obstacle in the development of trade and commerce .. 

I I 

It affords great opportunities· for cheatiflg the· culti-
vator of which unscrupulous dealers can easily take 
advantage. Further, it becomes well-nigh imJ?OS
sible for the poor and illiterate cultivator to interpret · 
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local prices in ·terms of standard weights and mea
sures. 

Besides diversity of weights and measures an
other serious defect is the common practice of short 
weighment, . particularly in small mandis. Sotne· 
.of the shop;keepers maintain two sets .of weights
one, the over-weight for purchasing and the other, 
.the under-weight for. selling purposes. Quite a 
number of traders keep stone-weights which are 

-mosdy inaccurate. Again, in some places the prac
tice is for the money-lender to take more than 40 
seers for each, maund of the produce of the cultivator. 
It ·is done with the consent of the producer. The 
fact is that in the season the cultivator does not grudge 
any payment whether reasonable or excessive. TIUs 
tradition has been in force for decades, hut now 
under the Stress of keen competition and great pres-

. sure on the means of subsistence the cultivator has 
·become cons~ious of all these undue impositions and, 
therefore, he tries more and more to market his pro
duce in the mandi and not sell it to the village money-
lender as his forefathers used to do. · "The enquiry 
into the weights used in Mandis of the Punjab held 
in 192.8 by the Punjab Board of Economic Enquiry 
have revealed that only 5o. 8 per cent of the stamped 
and IZ per cent of the unstamped weights were cor
rect."l Thls evil can only be checked when the 

1 Mukherjee, Agricultural Marketing in India, p. 123 
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Government and market committees take strong 
action against the. wrong-doers. Every mandi must 
be provided with a standard set and all other sets in 

. the market must be inspected, verified and corrected 
·periodically. It is an expensive thing even for the 

• Governme.pt because according to the report of the 
Punjab Banking Enquiry Committee t:ke mint price 
of a set of standard weights is Rs. 534-1-o. The 
chowdhry of the mandi should bear business as 
well as soda] pressure to check this evil. _. 

Although the Government of India accepted the 
decimal system and the standard seer and maund as · 
early as 187c, no effective action was really taken to 
reduce the diversity of weights and measures until. 
October 1913, when a Committee ~as ·appointed to 
investigate into this question. The C..ommittee re-

' . 
ported in 1915 and made a num~er of recommenda-
tions, the most impo~ant of which was the declara- · 
tiqn of tht maund of 82 2/7 pounds as the standard 
weight of India. The Government of India approved 
the principles ~f the Report and left the Provincial 
Governments to take necessary action, but they -· 
passed more detailed orders in January, 1922, to the 
same effect. Besides this pious d~laration no action 
was taken by the Government to giv~ e£f~ct to the 
recommendations of the Committee ~nd the position· 
remained, more or less, ~he same as it was before the 
Committee was appointed~ Mtef this the question 
was discussed by the Royal Commission on Agricul-
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ture who, while recommending a re-examination of 
the position, ful1y realised the obstacles to all-India 

· lc:gislation presented by the force of local trade custom 
and of local tr31dition which are probably more power-. 
ful in this than in almost any other respect. The 
Co~ssion recommended that the quespon shouJc! 
be ·tackled province-wise bearing in mind that no 
legislation should be undertaken by any province that 
might embarrass an adjacent province, or render all
]ndia legislation impracticable at some subsequent 
stage. The Bera! and Bombay market legislation 
provided for the introduction of standard weights 
and measures in the regulated markets of cotton 
hut nothing substantial was achieved in this direc
tion. 

Among the Provincia] Governments Bombay 
has . taken lead in tackling the problem u; a compre
hensive manner. In 1932, the Bombay Weights and 
Measures Act was passed to standardise the weights 
·and meas~res used· in trade in the Presidency. This 
legislation came into force on xst August, 193 j. At 
first the merchants were rather unwilling to incur 
initial expenses on obtaining verified and stamped 
weights and weighing instruments,. or to pay the 
recurring cost of verification and stamping but with 
the lapse of time they have understood the advantages 
which result from standard .weights. 

Under the prc;sent cons#tution laid down in the 
Government of India Act of 1935, the question of 
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standards is a Federal subject. More and more 
attention has been /paid to marketing problems, 
including that of weights and measures, since .the 
appointment of the Agri~ltural Marketing Adviser 
to the Government of India on January I,· I93S· 
On the recommendation of the Ministers' Marketing, 
Conference, a Standatds of Weight Bill was introduc
ed by the Government of India and passed by. the 
Central Legislature. It received the assent of the 
Governor General on the 28th of March, 1939. The 
preparation of the Central Government Rules under 
the. Act had not been completed by the e.nd of 1940. 
The Mint 1faster, Bombay had, however, under · 
preparation certain sets of standard weights for the 
use of the Central, Provincial and State Govern
ments and it is proposed to bring the Act and Rules 
into operation as soon as these are ready. 

The constitutional position, created by the exit -
of the Congress Ministries in 1939, delayed action' in 

, this regard in Madras, the United Provinces, Bihar 
and Orissa. The question of introducing standard 
weights has been under active consideration in certain 
Indian States as well. ·In Kashmir, a Bill was drafted 
and in Patiala a Standard of Weights Act was pass
ed 'on the All-India basis and a foundry established 
to nianufactu:re weights in accordance with the Act. · 
All this indicates that the Government is alive to the 
necessity of introducing standard weights in the 
country, but as yet, has not. achieved subs~antial 
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success in this respect, partly because of the old 
traditions and customs and partly because of the war 
and the resignation of Congress Ministries. We 
hope we shall have standard weights in British India 
as well-as the Indian States. The Railway Companies 
J:lave adopted #le standard maund of Sz. z.j7 pounds 
arid the merchants and the general public alike freely 
send their consignments by rail, in spite of local 
~versity of weights. The reform is really overdue. 

Incidental Charges. In most markets there is a 
large variety of incidental marketing charges. These 
charges differ from mandi to mandi. Some of them 
are for the services rendered; e.g., tulai (weighment), 
filling charges, palladari, brokerage, etc., while others 
are for charity or octroi duty. In the bigger mandis 
arhatias, as. a rule, levy uniform ~barges,. ~ut here 
also at times concessions are shown to regular beoparis 

. _who provide continued custom. Besides these 
cha'rges in money, little quantities of grain, called 
dana, are given to sweeper, waterman and even to 
one or two beggars. Beggary is so common in this 
country that unless legislation is passed, it cannot be 
checked. The market functionaries do render ser~ 
vice to the seller whether he is a cultivator or a 
beopari and they must be remunerated. It cannot 

- be said that these charges are exorbitant in bigger 
mandis. The tau/a and the palladar · get work in 
seasons only and the remuneration paid for their 
specialised skill is not out of proportion. In certain 

. 
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mandis, it is the buyer who pays tulai (weighment 
charges). There seems to be no justificatio~ . (or 
charging palledari from the seller and in fact in Hapur 
and Ghaziabad mandis no charge is made from. the 

·• ' '· . 
seller on this account. This service is clearly ren-
dered to the buyer who ntust arrange to ~emove the 
produce purchased by him from the place of delivery. 

Objections can also be raised for certain deduc
tions made for charitable purposes from the . price 
paid to the seller in . the mandi. 'fhe objects· fat 
which deductions are made may be . laudable, e.g., 
dispensary, gaushala, pathshala, etc . ., but th~ contribu
tors are not consulted and they are least. interested 
in those institutions. Some of them may have o~jec
tion on religious grounds. The persons who benefit 
by them are mostly the. town-dwellers and it is onlr. 
fair that this contribution should be· made voluntary 
and must not be forced on unwilling hands_· · 

The total charges for produce worth Rs. 100; 
as reported by the U.P. Provincial Ban~g Enquiry 
Committee;, in the important markets of the United 
Provinces are: Hapur Rs. 2.-9-o; Ghaziabad Rs~ 4-3-o; 
Hathras Rs. 4-13-o; Agra Rs. 5-1-9 and in; a country 
market in Partabgarh it was Rs. 2.-13. · Below is 
a detailed statement1 of these charges ~h.d d~uc
tions: 

1 Report of the United Provinces Provincial Ba~king Enquiry 
Committee, 19Z9·3o, Vol. I, p. 161. 

I' 



. 
Ghaziabad 

A country 
Item Hapur Hathras Agra market in Pat•· . tabgarh . . 

-
Rs. a. P· Rs. a. P· Rs. a. P· Rs. a. P· • 

_Ta11/ai (weighment) .. 1 9 0 1 4 0 JJJ 0 I 9 0 

Dan (charity) .. 
0 10 0 0 10 0 .. . •· . . . . . 

Wages •• . . . . 0 2 6 . . .. . . 
Filling· Charges . . .. 0 0 6 . . . . . . 
Bag allowances . . .. 0 3 0 0 8 0 . . . . .. 
Korda (dust, dirt, etc.) .. 0 

' . 0 
.o ~ 0 . . . . 

Octroi . . . . .. . . 0 8 0 0 9 0 I ' 0 

Charity . . . . .. . . 0 I 0 . . . . 
Extra weight .• . . . . 0 IO 0 .. . . 
Palladari (Porterage) .. . . . . I 4 0 I 4 0 

Brokerage • . . • . . .. 0 ' 0 0 ' 0 

Shahgirdi (religious deduc- · 
tion) . . . . . . . . . . 0 4 0 .. 

Gosha/ a . . . . . . . . . . 0 I 0 .. 
Ram lila . . . . . . .. . . . . 0 0 3 
Miscellaneous . . . . .. . . .o I 0 0 0 6 
Arath . . . . . . . . .. 0 IO 0 0 10 0 . 



Rs. a. P• Rs. a. P· Rs. a. p. I Rs. a. P· 
Jhari (zamindar's tax) .. . . . . . . . . 6 chhattaks 

in 3 maunds 
Weighmen's charges .. . . . . . . . . 3 pies per 

rupee. 
For weighmen in kind . . .. . . . . . . I to I l seer in 4 

maunds. 
Dharamshala . . . . . . .. . . • . . 2 chhattaks. 
Piau (water charges) . . . . -· . . . . . I chhattak • 
Sweeper . . . . . . . . .. . . . . Ditto 

Total .. 2 9 0 4 3 9 4 I3 0 5 I 9 The above 

• charges for 
a load worth . Rs • IOO a-

. mount toRs • 
:-I3,-0. 
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Ottroi. Included in the list of incidental charges is 
the octroi duty imposed by certain municipalities on 
the entry of the produce into the town. It is one of 
the important sources of .revenue to the local bodies, 

· But this fo.rm of indirect taxation is highly unjust and 
w.as seriously condemned by the Tn.dian Taxation 
Enquiry Committee w~o .recommended its abolition 
in all forms because it discourages cultivators from 
marketing their own produce in ~e mandis. It is 

. highly vexatious. Petty clerks on octroi posts 
harass the· poor arid illiterate cultivators who are 
at places helped by the agents of the kachcha a.rha
tias. Tipping, known as haq (rightful claim) has 
been a common feature in this country for small 
services of the state and our octroi clerks are no 
exception to this .rule. Another thing to note about . 
this duty is that .there is no uniformity of charging 
between one mandi and another. For example, there 

. is no duty on wheat in Hapur7 but Ghaziabad, not 
far off, charges a small duty on wheat. - As against 
this, the rate is rather high at Agra. · Hathras, not 
far away from Agra, charges less than half .the duty 
Charged at Agra. Again, some of the . municipali-

.. ties charge according to conveyance. They disre
gard both the quantity as well as value. For example~ 
a cart may contain cow-dung cakes ~or wheat, or the 
weight may be 20 maunds or one maund only, the 

. charge in every case will be the same. This form 



INDIAN AGRICUL'I'URE 

of charging is highly inequitable and must be put 
an end to. · 

Grading. Another defect of .. a serious type is 
that of absence of grading and standardising 
agricultural produce. we· do-not h!lve ·;tandardised 
qualities o,n the basis of which bargains can be· ~de 
although efforts have been made in this direction 

• 
in the last few years. Rehmat's cartload of wheat 
contains 5 seers of barley, I seer of peas, half a seer 
of small seeds and one seer of dust per maund, whilst, 
Kallu's cartload contains quite different proportions 
of the. admixtures. It is very rare to have many 
cartloads of absolutely unmixed wheat in the· mandi 
on a particular day. Then there are so many kinds 

. ' 
of wheat and they are all mixd:l up. During the last 
decade some improvement has been made due ·to the 
activities of the Agricultural Department. Govern
ment Seed Stores supply pure seed to the cultivators 
and the Department of ·Agriculture is expected to 
keep a watch on the progress of cultivation .resulting· 
from improved seeds. Satisfactory results have bee!l 
obtained in'the case of sugar due to the efforts of the 
Research Institute at Coimbatore under the guidance 
of the Imperial Council of Agricultural Research. The 
Indian Central Cotton Committee have 

1 
, also been 

trying hard since 1923 and they have succeeded in 
introducing long-stapled cotton in C.P. ·and Berar, 
Bombay, Sindh, Madras and in some other tracts in 
other provinces. Some success has also been achieved 
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in case of tobacco, jute and wheat, but, on the whole, 
it can be said even today that the result is far from 
satisfactocy. Much more active propaganda is neces
sary to educate the cultivator. He is slow to accept 
new seeds and new fOrms of cUltivation, but once 

• 
he is convinced of their soundness, he car~ies on the 
new experiment. The fact is that his means are so 
narrow and limited that he cannot speculate. Un
fortunately, the Demonstration Farms of the Agri
eultura] Department have no bearing on the actual 
conditions found in the village. The best forms of 
propaganda would be when young educated persons 
settle in the village and share the sorrows and joys 
of the people. If these people can show better re
sults with similar fa~ilities as are enjoyed by the 
village cultivator he will be thoroughly convinced 
of the beneficent results and will adopt the new 
forms without any preaching or propaganda. It is 
a sad commentary that Ui_ spite of all facilities of irriga
tion, manuring, good seeds and implements, the 
Govemment Famis either run at a loss or show scanty . 
profits because of the overhead charges.· 

The Imperial Council of Agricultural Research 
is devoting considerable attention to this subject and 
Central Committees on the lines of the Indian Cen
tral Cotton Committee have been formed for jute, 
sugar and lac. At the instance of the Central Mar
keting Department, Agricultural Produce (Grading 
and Marking).Act was passed in 1937 and since then 

/ 
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experimental grading station~ have been operated 
by the Central Marketing Staff as well as the Pro
vincial and State J\farketing Staffs. The Govern
ment have issued specifications for ·standards of 

. quality and rule for gradmg and marking. Besides 
Government e~perimental grading stations, private 
.firms are recognised by the Marketing Department 
in each province to grade specified produce. -

Adulteration of p~oduce has been common in 
this country for long and the reputation of Indian 
agricultural produce was very low ·a decade · before. 
Dr. D. Oouston, who was deputed by the Imperial 
Council of Agricultural Research to the British In
dustrial :fair, reported his impression to the Council 
in 1930 in the following words: . 

"The reputation of Indian agricultural products 
in the world's markets is low. The price paid by 
consumers in Eu~ope for these products is based 
very largely on that reputat:ion and this reacts un
favourably upon the price received by these cultiva
tors who have improved the quality of their pro
duce."1 It leaves hardlj any incentive to improve 
the quality of the produce if it does not fetch a better 
price. "The tendency all the world over is for local 
buyers to pay a flat rate tor good and poOtt. quality 
alike. Adequate recognition for quality is every
where difficult to secure. The position has been aptly 

1 Report of the Central Banking Enquiry Committee, p. zo8. 
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summed up by an authority on English marketing 
conditions in the statement that produce of high 
grade quality subsidises low grade supplies and that, 
for many commodities, there is little or no incentive to 
raise the quality level of the produced article. This . 
statement, though made with specjal reference to 

. marketing conditions in England, is equally true 
of India."1 In spite of all efforts made by the Indian 
Central Cotton Committee and the Cotton Trade 
Associations, adulterations, ·mixing and damping 
still prevail to an "undesirable extent. 

The ·problem is full of difficulties and no prac
tical remedies have been found out in spite of all 
efforts for the last so·many ·years. Cotton is watered 
to make pressing easier and to increase weight. Short
stapled cotton, if admixed with long-stapled quality, 
will fetch a better price than it would if the two quali
ties are sold separately. There is a definite demand 
for. mixed 'Punjab-American' cotton from Japan 
and even from Lancashire. . This provides an in
centive to admix. The Royal Commission on Agri · 
culture recommended that ~uction sales by the agri
cultural departments provide a useful means of 
securing to the cultivator a new variety grown under 
their supervision. . Particularly is this the case in the 
early stages when the quantity available is small and 
the trade is without an organisation to enable it to 

1 Royal Commission on Agriculture, p. 398. 
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be taken up at its intrinsic value. It; ·should, no 
doubt, be a temporary expedient only. 

Complaints of mixing earth with . wheat· . are 
often heard but the practice is. growing· uncom
mon with the organisation· of trade associations in 
the markets. The · follow~g statement1 shows the 
proportions of dirt, oilseeds and non-food. grains, in: 
wheat: · 
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Barley and othet grains are also mixed with 
wheat and in certain mandis it is difficult to get pure 
whe~t. Partly it may be due to bad seed and partly to 
carelessness in threshing. There might be cases of 
admixture too, but here it does not pay the cultivator 
to adulterate the quality of wheat. ·Again red wheats 
are mixed up with white wheat. All this needs 
scrupulous care on the part of the cultivator in the 
selection and presetvation of seed and in the thresh· 
ing of the crop when it is ready. In certain mandis 
a fixed percentage is deducted from the weight for 
impure contents, known as khad or refraction. While 
it is deduction for the impure contents in the produce, 
there seems to be no justification why the seller should 
be" charged for karda as a tax when his produce is pure 
and unadulterated. In cases when the produce of 
a particular seller ·contains less impurities than the 
refraction fixed br ~e trade, he would be inclined 
to admix ea~ or inferior quality grains. In other 
mandis the amount of refraction is fixed after settle· 
ment. between the kachcha a.rhatiya and the buyer. 
At times when the goods have been partly weighed, 
the buyer or his :representative demands karda or an 
allowance on the ground of bad quality. It is unfair 
to the seller that· after the bargain is completed and 
the cart is taken to the place of the buyer to be weigh
ed, the buyer finds defects in the pr~duce and demands · 
an allowance over the settled price. In most cases 
he ~es advantage of the helpless position of the 
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seller. Suppose a cultivator has' a cart-load of kapas 
(unginned cotton) which he takes to the ginning 
press of the buyer, or a cart-load of wheat which he 
takes to unload into the ~atti o( the buyer. When 
everything is se~ed, the buyer . demands karda 
(allowance). ·The cultivator has neither J:he staying 
power owing to financial demands of the landlord 
and the moriey-lender, nor storing facilities which 
he can avail of. Consequently he has to submit even 
to the unreasonable demands of the buyer. It must 
be said, however, that where the kachcha arhatiya is 
a man of influence, he will not allow such deductions. 
In fairness to the buyer, it must be said that some of 
the beoparis and cultivators do admix inferior quali
ties in the middle or bottom of the cart which may 
not be detected on sampling of the . produce. In · 
such cases the buyer is thoroughly justified in demand· ~ 
ing an allowance. An arbitration committee . con· 
sisting of the representatives of the buyer and the 
seller with an independent chairman (say a kachcha 
arhatiya) is the righebody to ~eal with such cases. 

MARKETING FINANCE 

Marketing finance may be cqnsidered under the 
following sub-heads :- , , 

I. Financing of the village cultivator. 
2. Financing of the intermediaries, and · 
3· Financing . of the pucca arhatia or la,rge 

stockists of agricultural produce~ 
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·I. ~farketing finance begins when the produce 
is ready for sale. But sometimes the cul..tivator hypo
thecates ~e standing crop with the mahajan or beo
pari against an advance which may be 7' to So per 
·cent of its value. Generally no interest is demanded 
on the adv;tnce but the cultivator is pledged to sell 
his produce only to the mahajan or the beopari and 
that too at the agreed rate which is lower than the 
market-rate. This practice is common all over 
the country and practically for every kind of import
ant produ[e. For example, under the khandsali sys
tem the khandsali (person who advances loans) 
advances loans to the cane growers many months 
before the cane crop is ready, on the understanding 
that the cane grower will supply juice to the khand
sali at a forward rate which is usually very much lower 
than the prevailing market-rate when the crop is· 
ready. The cost ·of crushing cane including the 
rent for the ~achine (kolhu) is borne by the cultivator 
himself. Similar transactions are effected in case of 
cotton, wheat, oil-seeds, jute, milk and milk pro
ducts, flowers, etc. The arhatias lend money to the 
village ghce dealers, who in turn, advance small 
amounts to cultivators. The price paid for ghee 
in advance is usually .z' to 30 per cent lower than 
the market-rate. But we must set against this the risk 
and occasional loss undertaken by the dealer when 
the cultivator's buffalo goes dry or dies and he is 
unable to pay the full amount. It is very common 
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to have claims for small amounts· against the cultiva
tors which are never met. ·· Forward agreements 
against the hypothecation of the produce to arrive 
are very common in every part of the country. 

The second method of marketing finance in the 
village is by the sowkar on the sawai system. The 
sowkar or mahajan charges · 2 5 per cent interest 
with half-yearly rests. The accounts are settled 
every half year after the harvesting of rabi and kha:rif 
crops and the rates are settled by a village panchayat 
consisting of sowkars and village cultivators who 
are their constituents. For six months the mahajan 
makes advances in cash and kind fo:r seeds, 
implements, bullocks, an4 other expenses. When 
the produce is ready a substantial portion of it is sent 
to the money-lender without any account. Mter some 
time when the rates have been fixed, accounts are 
settled. If a cultivator is unable to repay sufficient 
sums he gives some of lns animals like bullocks, cows 
or buffaloes to his creditor. This is· called Iagana 
in West U. P. Under this system the credi!or and his 
debtor, known as asami, were closely connected.. The 
sowkar, being an expert, made all arrangements, say, 
at the time of his client's· daughter's or son's marriage. 
It was a great relief to the cultivator ~q find his 
sowk.ar by his side. But this system is breaking under 
its own weight and many evils have crept into it 
which cannot be discussed here. 

The third method of financing the village produce 
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is by the itinerant beopari in the season. · He goes 
from village to village making advances to the cui· 
tivators against ~eir produce. The rates may 
or may not be settled in advance. The beopari is 
anxious to be sure ot the supplies and the cultivator 
needs short accommodation to pay his landlord or 
kistwala at the appointed ~e . 

.z. Financing of Intermediaries. The beopari is 
financed by the kachcha arhatia in the mandi on 
stipulation that he wiJI collect the village produce 
and bring it to his shop to sell. To ensure cc..ntinued 
custom he :finances the itinerant dealer who goes 
from village to village in- the season. The kachcha . 
arhatia is financed by the puce a arhatia who is a subs
tantial person with good resources. He is a .large 
stockist and exporter of the produce to the ports as 
well as inland mills. Generally ~ese advances are 
made on personal security of the beopari or kachcha 
arhati and are simply recorded in the bahis (account-

- books). -
3· A. pucca arhatia needs finances for advances 

to the kachcha arhatias or beoparis, for storage on 
his ·own account or that of his clients or for moving 
the crop from the mandi to the ports, mills o.t other 
mandis. Generally, be keeps an account with a 
Saraat or commercial bank from whom he borrows 
on promissory note on his own signature or with a 
second signature that serves as a guarantor. Com
me.tcial b.anks are more particular about two s1gna-
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tures because they are not so well acquainted with 
the financial standing and integrity of the parties as 
the local Saraafs. · There is an air of officialdom 
about banks. In my visit to the leading markets of 
the West U. P. before the inauguration of the Resetve 
Bank, I was informed at several places that the staff 
of the Imperial Bank, ~ particular, hehaved like 
officers of a Govem.ment department. The other 
form of borrowing is to advance against ·Hundis 
which may be darshani ~on demand), or Afuddati (2.1 
to 61 days after). These hundis (equivalent of BJE) 
are discounted by Saraafs with comm.e~cial banks • 

. It is a common torm of creating credit in the market. 
Another form of market finance is the deposit 

system under which widows, · orphans . and even 
salaried persons deposit their savings with goo~ 

firms of pucca arhatias. The customdry rate of interest 
is 6 per cent. People have more confidence in old 
family firms than in limited concerns run by modem 
men. This money 1s used by the· arhatia. for business 
purposes. 

Large sums of money are needed in season by 
arhatias .for storing produce like wheat, oil seeds~ 

barley, ginned cotton, etc. Loans 11.re granted by 
banks and Saraafs against ·hypothecation .qf goods. 
The banks advance 65 to 70 per cent of the value of 
the produce as shown in the beejok (invoice) prepared 
by the original purchaser who guarantees ·the quality 
and quantity of the stored produce. Let us take the 
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financing of wheat storage. Wheat is stored in 
khattis, kothas or godowns. The arhatia will pre
pare a beejak for the produce and will hold himself 
responsible for the stjpulations in the beejak. He 
will approach a bank for advance against mortgage of 
the granary. The bank will not advance more than 
65 to 70 per cent of the value of the produce. It 
means the arhatia must find 30 to 3 5 per cent of 
the value himself. This serves as a margin for the 
bank against fluctuations of prices. The bank will 
put its own lock if it is a godown or kotha, or stone 
if it is a khatti. Khattis or kothas that are mort
gaged with a bank will be supervised and watched 
by the bank-staff. The bank will have a first lien 
for its money in case of sale of the produce. If the 
price goes down. and the margin of safety is reduced, 
the bank will demand further cover, failing which, it is 
entitled to sell the produce in the market at the best 
obtainable price and realise its loan with interest which 
has already been agreed upon. The balance will be · 
returned to the mortgagor. Some of the reputed 
firms of arhatias do not like to borrow from banks 
on bank conditions. They think it derogatory to 
have the bank stones affixed on their khattis. Besides, 
loss of prestige they lose credit in the market. For 
these reasons they prefer to borrow, if possible, from 
Saraafs who are satisfied with less margin and do not 
put their own locks or stones like the banks. Some of 
the important Chambers of commerce. like the Hapur 
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Chamber of Commerce, advance loans on security of 
khattis and kothas. They charge a lesser rat~; of 
interest than banks. In the Punjab a special class of 
investors has come into existence, ,particularly for 
financing the wheat trade. Their modtts operandi is 
similar to that of banks with the difference that they 
charge lower rates of interest and are satisfied with 
lesser margins than the banks. Loan offices are a 
special feature of Bengal. 

A khatti changes title many• a time before it 1s 
finally sold and delivered. The intermediary purchasers · 
rely on the betjak (invoice) prepared by the storer 
who holds himself liable for any discrepancy in 
quality or quantity .. The last purchaser is entitled 
to claim rebate in case of any shortage in weight, etc. 
But it is extremely rare that a beejak may be fraudu
lently prepared. 

Finance is also needed by the arhatia for storage 
on account of his clients who generally deposit 2 5 
per cent of the value of the produce. The balance is 
found by the arhatia who charges interest on the 
advance,"' besides rent for the khatti, his commission 
and other charges. 

The arhatia sends out the produce to the ports 
or mills or consuming centres ·l?y rail. It may be 
sent on consignment basis or to order. In either case 
finances are needed to move the produce. In the case 
of consignments the consignee advances about 75 per 
cent of the va).p.e of the goods. This payment is made 

17 
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by means. "of hundis. In C!Se of purchases by mills 
9! ;nerch~ts at the potts about So to 90 per cent of 
the vaiue of the produce is paid by the buyer or his 
agent direct, or, more commonly the. seller will draw 
on the purchaser for the funds. The sale price is 
generally dependent on the quality. It is why a margin 
of ~o per cent or so is kept by the buyer against discre
pancies. Adjustment is made after delivery. In case of 
dispute the matter is referred to an arbitration board. 

, STORAGE . 

We have already discussed storage. along with 
,. 

other functions of marketing. Here it may be added 
that the facilities of. storage available to the culti-. , 
vator are very inadequate. It is t;he unanimous recom-
mendation of the various comniittees and commissions 
that have made investigations into. marketing problems. 
The village producer is forced to sell his produce as 
soon as it is ready, partly because he has no staying 
capa~ity owing to his financial weakness and partly 
because, he cannot properly store his produce for 
long. The existing methods of storage are primitive. 
As regards grain, the cultivator keeps whalever he 
Can Store for his COnS?ffiption d~uing the year in the 
kothis or hth!ai, a· sort of earthen cylinders. The 
grain i~ ~ept ·above ·ground and is protected from 
damp. The prosperous peasants or village money
lenders stock grain in khattis which are underground 
pits. In the mandis these pits· are bricked and in 
places even ce~ented. At Muzaffarnag~r in the West 
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U. P., the Chamber of Commerce has constructed 
rectangular cemented underground pits where carts 
can be _unloaded freely. They are .free· from moiS:w 
ture. Merchants and peasants alike suffer a certain 
Joss f~om u;_sects, rats, or damp . in case of kachchi 
khattis or kothas. 

The same conditions hold good in case of other 
products. As regards cotton, the Bombay ·Pro
vincial Banking Enquiry Committee observes: "The 
difficulties pointed out above are acce~tuated by the 
absence of sufficient storage facilities in most of the 
marketing centres of the Province.. In a few. places 
there is a number of godowns kept by commission 
agents, but generally the accommodation· availa?Ie is 
quite insufficient." As regards jute, the .Bengal Pro- · 
vincial Banking Enquiry Committee says, '<Among 
the obstacles which at present stand in the way of the . 
cultivators holding up their crops for better prices, 
several witnesses have referred to the want of proper 
storing accommodation." In the -same connection, 
the Indian Central Jute Committee observe in their 
report on the 'Marketing and Transport of Jute in 
lndia': ·~"Again, many growers were compelled · t~ 
sell early owing to their inability .to provide adequate 
storage accommodation for jute." It ~s 1{1~ same tale' · 
to te11 if we express the opinion of other sis~er com
mittees. As a remedy against this deficiency, the 
Central Banking Enquiry Committee recommended 
the establishment of warehouses and godowns. The 
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. Provindal Governments are advised to advance long· 
term loans ·at concessional rates of,. ,interest to co· 
pperative. societies ·to build godowns in centres 
which provide good markets. The Madr~s Govern-

.. ment has tried this experiment and granted loans . 

. .. for this purpose upto a limit of half the amount spent 
by ~e societi~s, not exceeding Rs. 2,500 in each case. 
The scheme ·has not been very popular and· only a 
few godowns have bee.t.:t constructed because~ on the 
one hand, the. rate ·of interest charged by the Govern-

-ment for the loan is high and on the other, the charges 
.· for sto;_age accommodation-_ are high owing to the 
expe~siveness of the construction and its ~tilisation. 
for only a fe~ month~ in the year. The same Com
mittee recommended the construction of cheap 
god owns consistent with safety. 

The main difficulties in connectio_n with large-
. scale storage and warehousing would be grading 

and. mixing of stocks of" different parties, though it is 
possible that thi~ difficulty may not aris~ in the case 
of warehouses used by the larger merchants. The 
Punjab Banking Enquiry Committee reported · that 
the cultivator has a rooted objection to the-·pooling 

# -

of produce and·that th~s objection alone is a serious 
··obstacle to the scheme· of warehouses. In spite of 

it, -the .Central Banking Enquiry Committee recom
mended:that experiments should be made at selected 
centres, and that the benefits of . standardisation, .. 
grading and poolillg should be brought home to the 
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agriculturist by this means and by propaganda and 
education, as t?e ,warehouse receipts could be wel
comed by !he banks as a _readily acceptable ~ecurity 

as is done in other countries. Even_ at present, 
banks do not hesitate ~o grant loans on the security of 
warehouse receipts issued by Port Trusts. , ·Railway 
receipts are also, subject t9 certain limitatio~s, 

. # 

accepted by banks as collateral security for advances, 
but they are not freely accepted. In case o£ foreign 
trade, when goods are sent ~ut by sea, bilJs of lading 
afford the necessary security for advances -from banks. 
It is- treated as a quasi-negotiable instrument. · Rail
way Receipts should also be treated likewise .. 

· We agree with the Bombay Committee that the 
establishment of such warehouses would benefit 

.• 

agriculture, trade and commerce, but the success . of 
the scheme wi11 depend on three things: firstly, 
upon the honesty and efficiency of management .of 
the warehouses: -secondly, on the strictness. of supe.r
vision and inspection exercised by some outsicje 
authority preferably Government, and thirdly, upon 
the reasonableness of the charges for· se:rvlces ren
dered. The first two conditions are .,of vital import
ance to secure confidence o'£ .,baJ?,ks. ·As a definite 
scheme, the Central Committee agreed with the U. P. 
Committee tha-t provision should be mad~ in any 
future legislation regarding warehouses to the"·effect 
that the warehouseman ... should not be pe~mitted to 
~eal in, or lend money, or goods _of any kind whiCh 
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he re~eives in his warehouse, either in his own ac-
. count, or that of others; to buy or sell others' goods 
on creglt or to act as a guarantor of such business. 
The object of this provision is to remove any tempta
tion in the way of the warehouseman to tamper with 
the goods in his custody or to exercise undue influ
ence on the. depositor to sell his goods to him. The 
Provincial Governments should seek assistance in 
technical matters from the Imperial Council of Agri-

-cultural Re~ea.tch, but the responsibility of providing 
warehouses and the provision of capital for their 
construction must be of the Provincial Government 
only. 

Another system of warehousing grain is by cons
tructing elevators on the lines of the Canadian or 
American system. We should require smaller eleva
tors for the primary markets, terminal elevators for 
larger stations and consuming centres and elevators 

· at the ports. The advantages claimed for the system 
at;.e two-fold. From the point of view of railways 
it is urged that the _system -would lead to economies 
in working owing to the introduction of transport 
in bulk, the quicker tum-round of wagons and 
~possibly a more ,even. distribution of traffic through
out the year. From the _point of view of the cultiva
tor, it is argued that he would be freed from exploita
tion and would benefit from the better prices he 
would receive from the sale of prope.dy cleaned 
and graded produce. He w~uld further benefit from .. 
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the economies_ effected by bulk-handling and the 
elimination of disputes in regard to weight and quality. 

_The advocates of the system forget that ~ur 
exports of wheat, the principal grain_ of export for 
which elevators are recommended . to be constructed, 
are negligible. The average ~dian exports of wheat 
in the quinquennium. 1909-10 to 1913-14 was 
1,3o8,ooo tons. It fell down to 8o7,ooo tons in 
1914-15 to 1918-19 and to 237,ooo tons in 1919-20 
to 1923-24. Excepting in one or two years, the 
export trade in wheat has been steadily declining and 
at present we export wheat only to the Middle East. 
Even before· the war, no appreciable quantity was 
ever exported from our shores. Under these- cir
cumstances, there seems to be no wisdom in ex
pending huge sui:ns on the construction of elevators 
at the ports. Further, the demand for Indian wh~t 
is only seasonal. It is most active in June and July 
when it'fills a gap between supplies from other coun
tries. As regards the elevators for . t!J.e primary 
producers, we must nqt forget that ~e conditions 

·obtaining in Canada and ~dia are materially diffe
rent. The Royal Commission~ on Agriculture re- · 
mark: "We have grave doubts whether the difficul-

' ties have been sufficiently appreciated of dealing with 
multitude of small and for the most part, uneducated 
cultivators whose individual contributions are 
very much smaller than are · those of farmers ·in 
countries in which the system has been successfully .. 



x68 MARKETING IN INDIA 

worked. The difficulties of persuading the cultiva
tor to accept a system of pooJ..4tg at the primary 
el~vator involving, as this must, the loss of ide1;1tity 
for the individual parcel and the holding by the 
cultivator. of a certificate bearing on its face the 
quantity of the parcel marketed and its grade as 
assessed by the staff of the elevator, must be formid
able .••••.• Again, the question of the training and 

-control of the large· subordinate staff which would 
be required to operat~ the elevators and the oppor
tunities for malpractices offered by any system of 
grading and. pooling at the primary elevators, pre
sent added difficulties ..••... The large· number of 
grades required to · met.:.t the nee~s of the internal 
trade is a further complication."! . 

We-are of opinion that for the village producers 
the 'co-operative societies should construct cheap. 
godowns where their produce can be po9led and grad
ed. They may "be issued godown receipts which 
should be accepted as collateral security fo.r advances 
from the co-operative banks or even joint stock banks .. 
on low. rates of interest. In the larger mandis the 
present arrangement is ·not far from satisfactory. 
Only the kacbchi kbattis or kotbqs should be replaced 
by cemented kbattis of the Muza.ffamagar ·type which 
protect the produce ... against dampness and insects. 
There is no need of any elevator for storage at the 

1 Report oJ-rbe Royal Commission on Agrirolture, p. 406. 
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ports. The Railways may have their own warehouses 
at selected centres, but generally the railway stations 
are at some distance from the mandis and, · therefore:, 
these warehouses will not ~e very convenient to the · 
traders. However, railway companies can assist by 
providing private sidirlgs to the public. warehouses. 
It will be a move in the right direction. 

REGULATED MARKETS 

Absence of regulated markets is another ·weak
ness in the organisation of agricultural marketing in 
India and unless properly regulated markets are 
established in the . country, the cultivator shall con~ 
tinue to suffer from the various disabilities discussed 
already. 

The first attempt at regulation of markets began 
in India with the Berar Cotton and Grain Markets 
Act of 1897 to purge marketing of m~ny of its abuses. · 
The law provided for the notification of markets 
and bazaars and their control by representatiye 
committees. Rules were framed to regulate the cons
titution and powers of the managing committees, 

' the levy, collection and disposal of fees, the condi-
tions under which licences might be issued to bro~ 
kers, weighmen and measurers, .the places (or weigh
ment and measuring, the scales,. weights and measures 
to be used . and their inspection, verification and 
correction, and so on. Although the Act was 
applicable to grain markets as well, yet in actual 

18 
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practice only regulated markets for cotton were 
established under this Act. It was certainly · an 
improvement over the existing conditions, but the 
attempt was only a partial success. The cultivating 
classes had little representation on the executive 
committees of these markets, because the constitu
tion laid down that "no person is eligible for appoint
ment to the committee who has not resided within 

_ the limits or within five· miles from the limits of the 
town in which the market is situated for at least 
three months prior to the date on which the list of 
persons eligible for appointment to the committee 

·is prepared."1 . This meant the exclu.sion of the culti
vating classes from management which was prejudi
cial to their interests. The personnel of the com
mittees consisted of either large buyers or general 
commission agents who could not afford to displeas~ 
their own class. Therefore, the cultivating classes 
could not get a~equate protection and the object of 
the legislation was mostly frustrated. 

The next attempt at regulation of marketing was 
made in the Bombay Province by passing the Bombay 
Cotton Markets Act of · 1927, under which the 
Govemment can, after consulting local authorities, 
notify cotton markets and appoint committees to 
manage them. The one good feature about these· 
committees is that at least half the members of such 

1 Royal Commission on Agriculture, p. 328. 
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committees must be elected by ~tton growers. It 
meant a great improvement on the Berar. Cotton 
and Grain Markets Act of 1897,. where the per
sonnel of the committees comprised exclusively of 
commercial interests of the mandi. No unautho
rised deductions or trade allowances can be permitted 
in a regulated market. Only authorised weights and 
scales can be used in a regulated market. The con
tents of carts are properly weighed and accounted · 
for. In a central place Bombay prices are posted on . 
a notice board every day and attempts at grading, 
particularly of the long-stapled cotton, · are made. 
Damping o~ cotton and admixture· of sand are 
discouraged. Rules have been framed ·under the 
Act which regulate the constitution and powers of the 
managing committee, and prescribe the conditions 
of granting licences to the various marketing func
tionaries. The Act prohibits the establishment of a 
cotton market within prescribed distances of a 'regu.;. . 
lated market.' f'he rules also provide for the appoint
ment of a disputes sub-:-committee which settles all 
market disputes and permits open bargains only. 
In spite of much ·advocacy of the open bargain 
system, it has not proved very successful. 

On the recommendation of the Central · Pro-', 
vinces Banking Enquiry Committee, the C. P. Cotton 
Market Act of 1932. was passed which was based 
mostly on the Bombay Act. It was a distinct ~
provement on the Berar Act. But it was applicable 
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to cotton marke~s only. Under the Act, on the 
market committees "not Jess than half shall be per
sons elected by cotton growers of such area as the 
Local Government may prescribe." Rules are 
framed, more or less, on the same model as for regu
lated markets _in Bombay. The fee collected from 
licencees, is spent on repair of b~ildings, maintenance 
of market and payment of establishment charges, etc. 
Deductions on charitable account fl,re prohibited on 

.- penalty of fine which may extend to fifty rupees for 
each offence. 'The staff of an average committee 
consists of . the Daroga, two clerks, watchman, 
conservancy man, :fire-enginemen and gardeners.' 

So far regulateq markets have been established 
only for cotton in Khandesh (Bombay), Central Pro
vinces,. Hyderabad, Indore, Dhar, Baroda, Sangli 
and Tirupur. The credit should really go to the 
Indian Central Cotton Committee at whose· ins
tance regulated markets have been established in 
India. . But we fail to understand why we cannot 
have similar markets country-wide for all our agri
cultural produce. The lot of the poor cultivator 
will considerably improve . if regulated markets are 
established in important centres. 

TRANSPORTATION 

'Tiie division of labour is limited by the extent 
of the market,' and the market, inter alia, depends 
upon tJ:Ie means of communication and transporta-
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tion. Thus, transportation is an integral part of 
marketing. It annihilates ·distance and brings dis
tant markets into close contact. It enables the trans-• 
fer of surplus produce from pl~ces of p~enty to those 
of scarcity. The modern commercial deyelopment 
tends everywhere to enhance the value and Un.port
ance of good communications. To the cultivator 
it is of vital importance. Unless he is able to carry 
his produce· to the market he cannot. get a good price 
for it. This is possible only when his village is 
linked with the mandi by good r<?ads. The facility. 
of good means of communication and transport 
will provide alternate markets to the vi1lage producer. 
Better roads will mean less strain on his bullocks-. 
country-made carts being the .chief vehicle-ponies 
and other draught animals. It will take less time 
to transport the produce to the market and time is 

. , 
an essential factor in the determination of· prices .. 
In case of perishable goods automobiles can be em
ployed with advantage, and merchandise transported 
in a shorter time and fresher condition which must 
fetch better prices to the producer. In brief, trans
portation has revolutionised· the modern industrial · 
organisation. The Industrial Revolution in Eng
land would not 'have been completed witb0ut radical 
improvements in: the means of co~unications. 

The · ~~edit of inaugurating ·railways in this 
country goes to Lord Dalhousie (I 848-5 6). who in 
his memorable Minute to the Court of Directors of 
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the East India Company stressed the advantages of 
the .railway system to the undeveloped tracts of 
the country. He w.rot~ thus: "Great tracts are 
teeming wit~ produce_ they cannot dispose of. Others 
are scantiJy bearing what they would carry in abun
dance if only it could be conveyed where it is needed. 
Every increase of facilities for trade has been attend~ 
ed with an increased demand for articles of European 
produce in the most distant markets of India. Ships 
from every part of the world crowd our ports in 

·.search of produce which we have, or could produce 
in the interior, but· which at present we cannot pro
fitably fetch to them." It was a prophetic statement 
of an 'exceptionally able administrator and the future 

. events have well justified his advocacy. Though the 
laying of .railways in India began in I 8 so, yet till 

·. 1857 only ;oo miles of .railway, was open for traffic. 
The construction of railway lines was vigorously 
taken up in hand after the Mutiny of 1857 for strate
gic reasons. Though built primarily for moving the 

·army, they were. used for commercial purposes as 
well. The cotton crisis in Lancashire between 
x86x to x86s: due to the American Civil War, gave a 
further impetus to extend the railway net and con-

• nect the port of Bombay with the· cotton growing 
districts of C. P. and Berar. The first railway lines, ... 
viz., E. I. R. and G. I. P., were mean!_ .to connect 
the ports with the hinterland. This encouraged the 
foreign trade of India-exports of raw materials 
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principally to the United Kingdom and other coun
tries of Europe and the imports of Cheap, standar- · 
dised machine-made goods of the West-even at the 
cost of internal "trade. .Lord Derby very. rightly 
remarked: "What was wanted in India was not_ costly 
¥nes for rapid travelling laid down in a few parts, 
6ut a comparatively inexpensive, though slow, means 
of communication extended all over India." ·As a 
result of the railway policy, the nature of India's 
trade, agriculture and industries changed. In fact, 
the whole internal economy was thrown out of gear 
and the people could not soon· adapt themselves to 
the new. order of things. Indian agriculture was 
commercialised, and the cultivator began to produce 
money crops, like cotton, jute, oilseeds, and tobacco 
for the international markets. Between 18 5o and i 869 
the total imports and exports of India increased con
siderably. This progress was accelerated with the 
opening of the Suez Canal in 1869. The exports of · 
raw cotton doubled and the imports.of merchandise 
increased more than two-and-a-half times by the end 
of the Century. Bulky raw produce, such as 
cotton, food-grains, and oilseeds took the place of 
artistic and partly manufactured products of . the 

... . 
previous century in the exports of the count;.ry .. · 

Railways have made for the unification of India,. 
and for the maintenance of ·a strong ~entral govern
ment which is so essential for the economic. develop
ment of the country. Besides creating markets fo.r 
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the agricultural produce, railways have been instru
mental in educating the village-folk by social inter
course. They have changed the nature of famines. 
Food can now be imported, not only from the neigh
bouring provinces with bumper crops, but even 
from ·outside the country. Famine now consists in. 
the lack of employment and so of purchasing 
power, but not in the lack of available food, or in 
other words,· now-a-days famines are work famines 
and not food famines as before. Railways have 
encouraged the building of roads, harbours, engi
neering works, post and telegraph offices. The 
present-day industrialisation in the country could not 
have been possible without the railway system. In 
brief, they have a great educative and civilising value. 

The advantages; both moral and material, deriv
ed from the railway system are too numerous to 
mention. But it must be understood that in spite 
of 90 years of development of railways in India we 
have· now less than 42,ooo miles of railway lines. 
This is far too small for the agricultural and industrial 
requirements of the country. So many places in 
British India, to say nothing of Indian States, are 20 

miles or more distant from railway stations. They 
are served neither by railways nor by metalled roads . 

. The country needs a network of railways an~ roads 
to bring about its industrial and agricultural deve
lopment. According to the Acworth Committee of 
1921 and the Royal Commission on Agriculture, 
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India oc~pies a very 'humble position' if. a com
parison is made betw~en the mileage of railway pe.r 
head of population or on the basis of area in this and 
othe.r countries. The f~llowing tablet shows the 
relative position of various important agricultural 
countries in this respect .: 

II) • c:l.l'+< 
Mileage t::O"' ..... 0, 

.... (1.) - t:: 
4-<0 C'IS II) c 

'-' 
Countries 0 2 -~a-. (1.) 

State Rail- Total Rail- (1.) II) .a ---0'-1] C'IS '-1 II) 
..c:ut:: ways ways ~&. .£l o..,:::: 

United States of Arne- -· 

rica .. .. . . . . 2.49.398 8.42. 469 
Canada .. . . 2.0,596 4°,35 I I.O zzz 
India .• . . . . 2.7,2.64 38,n9 z.z . 7·894_' 
Russia in Europe .. 2.4,509 3 h5 2.8 1.5 3·709 
Austtalia and New 

Zealand .. . . _z8,Z77 2.8,748 0.9 2.38 
Argentine .. . . 3·985 2. 3·42.9 z.o 376 .. 
Union of South Mrica 11,478 12.,481 2..4 605 

Roads are even more essential for the Indian 
cultivator. There are three stages in the moveme~t 
of agricultural produce within the country. (I) It 
is take~ from the village to the small mandi or market; 
'2.) it is moved from the small mandi to the large 
mandi; and (3) it is carried· from the larg~' mandi to_ 
the port for export to foreign countries or ·to the 
consuming centres, These . are the processes . of 

1 Rf?)al Commission on Agriculture in India Report, p. 369. 
I. 
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concentration and dispersion of the agricultural 
• 

produce. Dispersion begins to take place after 
the produce has reached the large mand.i. It ·may 
move back to , the small mandi and from there 
to the village again. A substantial portion of the 
produce is stored in large mandis for some time 

_ before it is distributed to the consuming centres. 
For long hauls, as in the case of the movement 
_of produce from the small mandi to the large 
mandi or vice versa, or from the large mandi 
to the . harbours, goods are sent by rail, but for 
short hauls, viz., from the village to the small 
mandi or at the terminal point, the merchandise is 
sent by roads.· The cultivator is directly concerned 
with the roads for the movement of his produce. and 
it is here that the transportation system is most 

. deficient. 
"Roads, bridges, ferries, tunnels, ropeways, . . 

causeways and other means of communication," 
except. such as have been declared by the Governor 
General-in-Council to be of military importance, 
are transferred subjects in all the major provinces. 
The extent to which local governments have delegat
ed to local authorities the responsibility for the cons
truction and maintenance 'of roads varies greatly 
from province to province, as does the measure of 
financial assistance given by the Government. De
centralisation has been carried t6 its furthest point 
in .Bengal. In that province, the total road mileage 
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maintained by the district _boards . is 3 5 ,2.oo :as com
pared with 1,615 miles maintained by the Public 
Works Department outside Calcutta. The entire 
cost of construction ~nd repait of the district board 
roads is met from the road and public works cesses 
and the Government give no direct subsidy towards 
it. Wi~ ·the exception of a· few hill roads and of 
roads in the Agency tracts of Madras, the roads in 
that province are also entirely in charge of the local 
authorities but they receive very substantia! financial 
assistance from provincial revenues ....... In other 
provinces, except the Punjab, roads fall into two main. 
classes, those of provincial . importance which · are 
maintained by the Public Works Department and 
local roads which are maintained by local bodies. 
Except in the United Provinces, where gtants are 
given only in special cases, the expenditure incurred 
by local bodies on local roads is met . in . part by 
subsidies from provincial revenues. Some pro-
vinciaL roads in the Central Provinces have been·· 
handed over to district boards and the whole estin:lated 
cost of construction and maintenance of these· roads 
is met by a grant from provincial revenues."1 

Local distribution of commodities has been faci
litated by the construction of a road system of which 
the more important ones are, for the most part, metal
led and bridged. But other roads and paths are far 

-
1 Royal Commission on Agriculture in India Report, pp. no_-I. 
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from satisfactory and good markets are of little avail 
to the cultivator if he cannot transport his produce 
cheaply and promptly to the nearest local market. 
The weakest link in the cha4t of our road system 
consists of the roads that connect villages all over the 
country. ·They ar~ ruts made in the alluvial soil. 
For several months ~ the rainy season some. of them 
are under water; others too are not quite usable. 
This means a great hindrance to the movement of the 
produce: These tracts or paths connecting villages 
are not_maint~ed by any official agency. Unfor
tunately the old Panchayat Organisation that could 
command village labour for social works has dis
integrated leaving a v~id in the social organisation. 

· lbe local boards or the Rural Development.Depart
ment should inspire the village people to repair these 
tracts and make generous grants to the people who 
offer the~. co-operation. There is no doubt that, 
"the provision of excellent main roads adequate in 
all respects for every form of transport is of little 
benefit to the cultivator- if his access to theni is ham
pered by the condition of the road which connects 
his village with them. What ma"tters most to him 
is the state of the road between his village and the 
maill road and his market."1 . 

Bullock Cart vis-a-vis Motor Transport •.. Bullock 
cart is the most commonly used vehicle of transport 

1 Royal Commission on Agriculture in India, p. 373• 
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in the Indian village. It has been in use for thou
sands of years and owing to its ·simplicity arid cheap~ . · 
ness, it suits the Indian conditions. The roads con
necting the villages with the metalled roads and man
dis are mostly kachcha nits which are . impassable 
for several months in the rainy season. Motor trans
port has developed considerably in the last 2.0 ·years, 
but it is mostly confined . to passenger traffic that 
moves on metalled roads. In the last decade it has 
been increasingly used for transporting merchandise 
between mandis, very often, in competition with the 
railways. But it has hardly been ·used for moving 
agricultural produce from the . vill~ge to the mandi 
or vice versa, for which bullock cart is the principal 
vehicle of transport. . Besides its cheapness, it Fan be 
repaired in the village. The cultivator uses it all the 
year round. It means no e~tra ·expense to. him in 
carriage because his bullocks can be spared from · 
agricultural operations. Further, the load of indivi
du_al cultivator is too small to engage a Io.rrr and it is 
difficult to engage it on the co-operative basis. 
Then, the lorry may not be able to reach the village 
owing to bad means of communication. It will 
mean heavy expense to first load the produce in the 
carts or pack animals and then to unload i~ ip a lorry 
at the connecting road. For all these reasons the 
cart must continue to be the most popular vehicle 
of the Indian village. At places motor· buses are used 
near the cities for transporting milk, milk-products 
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and other. perishable commodities. The total num-
- bet of all classes of motor vehicles running in the 

different provinces of British India at the end of ... 
March:. 1939 is given in the following ta:ble.1 

1 Retiietlf of the Trade of India, 1938-39, P· 101. 



. Provinces 

"' . 
Bengal' (excluding Calcutta and 

Howrah Town) .. . . . . 
Calcutta including Howrah Town 
Bombay . . .. . . 
Madras City . . . . .. 
Madras Province (excluding Mad-

ras City) . . . . .. . . 
United Provinces . . .. . . 
Punjab . . . . .. . . 
Bihar . . . . . . .. 
Orissa .. . . . . . . 
Central Provinces and Berar .. 
Sind .. . . . . .. . . 
Delhi Province . . .. . . 
North-West Frontier Province .. 
Ajmer Merwara . . .. . . 
Assam . . .. . . . . 

• 
Total . . 

·• 

Motor cars Motor cycles 

including taxi including 
scooters and cabs autowheels 

No. No. 

4,4J9 182. 
I6,864 78J 
1J,I2.6 . I,840 

J,144 410 

9,I3I -909 
I 1,92.I 94J 
I0,02.2. I,8S7 

,,491 573 
683 114 

4,2.08 8z.o 
2., 713 472. 
1,6oi 388 
,,6ss 1,707 

668 8.2. 
3·140 183 

1oi,9,6 II,367 . 
' 

Heavy vehicles 
(lorries, buses, 

etc.) 

No. 

1,343 
3,484 
7,771 

878 

4,980 
3,150 
8,3f3 
1,I74 

3I4 
.1,095 

978 
119 

4,so6 
I88 

z.,o8 8 

39,911 

Total 

No 

7,084 
2.I,IH 
3 I, 73 8 
6,531 

I J ,010 
I7,416 
10,131 

7,138 ,· 
1,III 
7·12.3 
4,163 
z.,z.o8 

II,898 
938 

I ,,4II 

I ,9,14' 
. ... 

OQ 
\lot 
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Considering the size of the country this number 
(I,9,145) does not compare favourably with the 
number of automobiles· in some other countries, but 
we must not forget that we have no 'automobile 
manufacturing factory in the country and all these 

· buses and cars are imported, and that our road sys
. tem is far from satisfactory. It must, ther~ore, be 
confessed that even this number has meant a very great 

~strain on our already bad and deficient road system. 
The roads have been finding fa~ts with the automo
biles and the automobiles with the· roads. It is 
really a vicious circle. The Government of India 
appointed a Road Development Committee in 
November, . I917 with Mr. M. R. ]ayakar, as its 
Ot.airman. Their recommendations with regard to 
finance were incorporated in .the resolution of the 
Central Legislative Assembly of September I I, I 919. 
The principal features of the convention embodied 
in the above resolution are as follows: 

(z) To ensure some continuity in road program
mes, the increased duties on motor spirit shall be 
maintained for a period of five years in the first 
instance. 

(iz) The proceeds of the additional duty during 
the same period shall be allotted as a block grant for 
expenditure on road development to b~ credited to 
a separate road development account~ the unexpend
ed balances-of which shall not lapse at the end of t.he 
financial year. 



INDIAN AGRICULTURE ISS 

(izi) The annual grant ·shall be divided as follows: 
(a) The Government of India shall retain 

· ten per cent as reserve for two years 
ending 3 I st M~rch I 9 3 I, and the position 
shall be reviewed· thereafter. From this 
reserve specia~ grants may be ~ade, 

where for some reasons there is need for 
special aid, for example, for projects be
yond the resources of local Govern
ments or those that concern more than 
one province or State, or a bridge over 
a river on a provincial or State boun• 
dary . 

. (b) Out of the remainder (x) an apportion
ment shall be made among the provinces' 
in the· ratio which the consumption of 
petrol in each province bears to the total 
consumption in India in the pre~ding 
calendar year; (2.) the balance represent
ing the consumption of petrol in minor 
provinces, administrations and Indian: 
States shall be allotted as a lump sum to 
the Government of India. 

(iv) Grants shall be made to each province for
expenditure on such schemes as are approved· by 
the Govemor·General-in-Council with the advice of . . . 

the Standing.Committee for Roads. 
(v) A Standing Committee for Roads shall be 

constituted every year, consisting of certain elected 
!I) • • • 

2.0 
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and nominated. members of both the Houses of the 
Indian Legislature, under the Chairmanship of the 
Member of the Governor-General's Executive 

· Council in charge of the department that deals with 
roads. This Committee shall advise the Governor
General-in-Council on all matters relating to roads 
including central research on roads, and any action 
to be taken by the Government of India on the pro
ceedings of the periodical road conferences .. 

(vs) All proposals for expenditure from the 
annual grant or its accumulated balance shall be 
submitted for approval to the Finance Sub
Committee, consisting of the Chairman of the Stand
ing Committee for Roads and of its members who 
are also members of the Legislative Assembly. 

This Convention was adopted by the Assembly 
at the Delhi Session (February-March, 1930) for a 
period of five years. 

it meant some improvement of toads and conse
quent · progress of automobiles in the country, so 

1 much so that our railways felt the pinch of road com· 
petition. . The Government of India appointed a 
Committee of two officers, Mr. K. G. Mitchell, Road 
Engineer with the Government of India and Mr. 
L. H.· Kirkness, officer on Special Duty with the 
Railway Board, to enquire into the existing railway 
and road competition and make reco{hmendations 
to co-ordinate the two systems. · . Their recommen-

. dations were considered by a . Conference and certain 
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measures were adopted to minimise the competition. 
In fact the rail-road controversy was world-wide 

in the period of economic depression and its inten
sity was more keenly felt in the industrialised and 
better developed countrie~ of the West. The Go
vernment of India revised its programme in 1934 
and again in 1937 with a view to bring about more 
co-ordination between the road and the railway. But 
the feeling in the country has been that the Govern
ment has been rather prejudiced against the road ser~ 
vice in the interest of the railways. It has failed to 
weigh the balance evenly. 

On a critical examination of the whole problem 
of rail-road controversy, it is clear that our problem 
is not so much of competition as of deficiency of both 
roads and railways. India needs ~creasing mileage 
of both of these systems in the interest of her agri
culture and industries. Instead of having horizon
tal roads, we should have them perpendicular to the 
railway system. They will serve as feeders to the 
railways. Each system has more or less, its respec
tive field and there is enough scope for ·the develop
ment of both the systems. The position is very ably 
summed up by the Royal Commission on Agriculture 
in the following words: ~'In the deyelopment of 
communications generally, railways and roads should 
be regarded .as complementary each to the other. 
The road system links up the cultivator's holding 
with the local markets and the nearest railway station, 
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while the railway provides the connecting links be· 
tween the area of production and consumers at a dis· 
tance, and between the manufacturer in the town and 
the cultivator who purchases his ploughs, fertilisers, 
or his cloth. Without good and sufficient roads, no 
railway can collect for transport enough produce to 
ienc;ler its operations profitable, while the best of 
roads caJ?-!lOt- place the producer of crops destined 
for· markets overseas of in distant parts of the sub· 
continent in touch with the consumer."1 

Freight Rates. A good deal of criticism was 
levelled against the railway rates policy of the Go· 
vernment when the Acworth Committee met in 1921. 

A number of witnesses made allegations of undue 
preference in rates against the controlling authority. 
The 'Block System' was highly condemned and the 
merchants believed that the rates policy was design-

. ed to encourage the export of raw materials. and im . 
ports of finished and manufactured goods of the 
·West.· The rates from the ports to the interior were 
lower than from· an inland manufacturing centre to 
an equal distance. The result was the concentration 
of industry in the port towns. The railway com
panies· derived another strategy of retaining traffic 
on their own lines by what are kno~n as "block 
rates." A block rate is defined as a high rate quoted 
with the object of retaining traffic on the line on 

1 Rf!Yal Commission of Agriculture in India, p. 377· 
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which it originates and preventing, or "blocking 
it from passing off, ·after only a short lead, on to· a 
rival route." 

To end this controversy, the A-cworth Com
mittee recommended the· establishment of a Rates 
Tribunal, on the English model, consisting of an 
experienced lawyer as chairman and two members, 
one, representing the railways and the other~ the com
mercial interests, with power, in any case deemed of 
sufficient importance, to add two additional mem
bers, one on each side. Instead of granting a Rail
way Rates Tribunal with mandatory powers, the 
Government appointed a Railway . Rates Advisory 
Committee i,n I 926 to investigate into complaints 
and make recofnmenda.tions thereon to the Govern
ment. It was, in a way, a compromise between the 
old position and ·the one . recommended by the Ac
worth .Committee on the English line. The system · 
did not work quite satisfactorily, but certain.ly it 
meant an improvement over the old conditions. On 
the recommendation of the Wedgwood Committee 
the procedure of the Railway Rates Advisory Com
mittee has been simplified and made more expeditious 
stnce 1940. 

As regards the effects of railway rates on agri
cultural produce, the Royal Commission on Agri
culture observed that "freight rates are ordinarily the 
heaviest single addition. to the prime cost of pro
duce exported by rail from the area of production. 
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In a competitive market, they amount to a heavy 
charge on the gross price ultimately paid for the 
produce and to the cultivator who is selling his 
commodity at a distance, they amount to a substantial 
proportion of the price he receives at the place of 

. sale.'~ In particular they suggested concession in 
rates on the transport of fertilisers, fuel, fodder and 
milch cattle, etc. They also recommended that 
freight rates of agricultura] machinery and imple
-ments should be re-examined and, where possible, 
concessions should be given. The Commission fur
ther urged that the railway authorities should take 
active steps to encourage the development of traffic 
in fruits and milk for which refrigerato~-vans, rapid 
transit and cold storage depots at •suitable centres 
were required. To bring about all these improve
ments in agriculture, a closer co-operation between 
the railway and agricultural departments was thought 
to be absolutely essential. The Government of 
India accepted some of the recommendations of the 
Commission, particularly with regard to agricultural 
implements and livestock, but it needs a thorough 
examination of the rates policy before anything subs
tantial can be achieved in this direction. 

Water Transport. India was famous for her 
water transport, river as well as sea, in the, Hindu 
period (about 6th century A. D.) as well as the Mos
lem period. She carried on extensive trade with the 
Far East, the Mrican Coast and as far as Arabia and 
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further west. Transport by ri._ver was also common~ 
A good deal of traffic was moved in country boats of 
different sizes. But in the modem period transport. 
by rivers and canals got a set-back owing to the 
advent of railways which carried merchandise with 
greater _speed. Further, the railways got state patron
age. They launched unfair competition with water ... 
ways to crush inland or coastal water transport. 
The Indian Industrial Commission recommended· to 
the Government the necessity of improving the exist
ing waterways as they· thought that the vested 
interests of railways had prevented waterways in India 
from ~eceiving the attention that had been given to 
them in other large countries with such satisfactory 
results (para. 2.79). Soon after,. the Acworth 
Committee (192.1) agreed with this view and ~ 
support they cited· several instances of unfair ·com
petition, particularly those of the Broach port near 
Bombay (para. 153) and of Buckingham Canal in 
11adras (para. 1 5 5 ). The Government of India being 
a partner in the revenues of the railways condoned 
all this unfairness on the part of railways towards 
water transport. 

Broadly speaking, the rivers in Northem India; 
such as the Indus with its tributaries, the Sutlej, 
and Chenab, the ·Ganges and the Brahmaputra are 
navigable for long distances above their mouths 
all the year round. But the rivers in the Southern 
peninsula are not navigable owing to the physical 
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. features of the country. A number of canals, like the, 
Ganges Canal in the United Provinces and the Buclt

_ingham Canal in Madras are also navigable. But 
most ·of the canals are designed with the exclusive 

\ . . 
putpose of irrigation and they do not suit for trans-
port putposes. There is no doubt that river trans
port can considerably improve if sufficient interest is 
taken in its development by the State. The Com
_munication Department of the Govemment of India 
should co-ordinate all forms of transport as the 
country is so meagrely provided with transport faci
lities that it can. ill-afford any agency of transport. 
We need ·more and more railways, roads and water 
transport to move our agricultural produce as well 
as manufactured goods. They . should air be co
ordinated with the sole object of revolutionising 
agricUltural and industrial production of the country. 
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As late as 1889, Dr. J. A. Voelcker of the Royal 
Agricultural Society, who was sent_ out to make a 
study of Indian agricultural conditions, expressed . 
the belief that Indian agri~ture was neither back
ward nor primitive, and 'that; where agriculture was · 
manifestly inferior, it was more generally the result 
of absence of facilities than of inherently bid system 
ot cultivation. Again, the Famine Commission of 
1901 observed in a force£~ language: . "We, indeed, 
far from thinking that the Indian cultivator· is· igno
rant of agriculture, in the mere practice of cultiva
tion, believe that Agricultural Departments .have 
probably much to learn from the cultivator. But 
in the utilisation of his hereditary skill, in the econo-. 
my of the means of production, and in the practice 
of organised self-help, the Indian cultivator fs gene
rally ignorant and backward." This is a very cor
rect estimate of the strong as well as the weak points 
of the Indian cultivator. While he is well conver-. 
sant with the practice of cultivation, his means are 
narr'?w and facilities few. His ignorance is a hin
drance in his way for organised self-help which is so 
common a feature in the West. 

Credit goes to Lord Curzon for \introducing the 
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Co-operative Societies Act in 1904; but for long the 
a~vities of the Department were confined to the 
grant of cheap and facile credit only. Even in this· 
sphere, the movement did not achieve much success. 
It was expected that the co-operative credit societies 
would supplant the 'notorious' and much accursed 
village money~lender, but so far it has proved only 
a dream of the people who are not in touch with 
realities. 

The Act of 1904 was very rigid and inelastic, 
and the new legislation was essentially the act of a 
Government. anxious to ameliorate the contlition of 

. the people. There was n:o demand from the people 
for such a movement. The Government supplied 
the staff, and endeavoured to teach the people the 
advantages of organised thrift, self-help and mutual 
help. Consequently the movement made little pro
gress by I9I.Z when the capital reached the figure of 
Rs. 7 j · lakhs only. The Act of I 9 I .z was more liberal. 
It made _provision not only for- the ·formation of 
central credit societies, that is, regional as well as 
provincial co:.operative credit organisations, but also 
for the formation of co-operative institutions of al
most all types and for ... all purposes. In I9I j the 
Maclagan Committee reviewed the ~crivities of the 
movement and made numerous recommendations, 
including those relating to the organisation of 'non
credit societies. By the Government of India Act 
of 1919, Co-operation became a transferred subject 
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and the Provincial Governments were given the 
option to have separ~te Acts for the co-operative 
organisations in their respective provit].ces. Some 
of the provinces have ~ercised. this option whl1e 
others are still governed by the Co-operative Societies 
Act, 191z. But all this m_eant considerable improve
ment in the ac.tivities of the Department. 

For some years past increasing attention has been 
directed to other forms of co-operation for the bene
fit of the rural population, e.g., irrigation, consolida
tion of holdings, improved sanitation, fencing, cattle · 
insurance, dairying and supply of agricultural requi- .· 
sites, and above all, the marketing of agricultural pro
duce. The agricultural non-credit societies in Indial 
on the 3oth June, 1941 were 19,649 distributed as 
under : 

1 Compiled from Statistical Statements Relaing 'to the. Co
operatiz·e Aiot'e!JJent in India for the )'ear 1940-41, Reserve Bank of 
India, p. 1 o. · 



Province 

' NoN-.CREDIT AGRICULTURAL SocmTms, I94o-41 

Purchase 
and pur
chase and 

Sale 

Production .. Production 
and Sale , 

Other forms 
of co-ope

ration 
Total. 

---------------------~·-~---------t-----------r---------1-------~~-------
Madras • • • • • • • • 
Bombay • . • • . . 
Sind . . . . . . . . 
Bengal • . • . , . . . 
Bihar . . ·.. . . . . 
Orissa . . • • . . . . 
United Provinces • . . • 
Punjab .. • . .. .. 
Central Provinces and Berar •. 
Assam . . . . . . . . 
North-West Frontier Province 
Ajmera-Merwara . . . . 
Delhi . . . . . . . . 
Mysore • • • . . . . . 
Baroda • • , . .. . . . 
Hyderabad Deccan . . . . 
Other areas • : . . : . 

Total .. 

~OJ 

63 
3 

78 
H 
II 

.2.1 
x6 
6o 
I4 

3' 
7 

I 

547 

.. 
IS 

.. .. 
•• 

661 
I9 

9 
3 
9 

IIJ 
III 

I' 684 
1,388 

6 
1,6oi 1 

1,I8J 
4 
3 

79 
30 

31 
77 . . . 

8 

1,90' 
1,411 

I7 
7,s, I · • 

3,090 
83 

·I7 
88 

·H 
40 
89 

I'4 
3.481 

U4 
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Controversy is raging·-round whether we should 
have one village one society, viz., multiple-purpose 
society or separate organisation for separate objects. 
The Royal Commission. on ~griculture was of 
opinion that" "where the secondary . object is of 
minor importance, such as the distribution of seed 
once or twice a year, or where the work involved is 
too slight to justify the establishment of a separate 
society, the credit society has usually undertaken the 
additional duty. But, where the new object is, of 
such a different character that it appeals to a different 
membership, separate societies are usually formed. 
The fact that,· under the law, rural credit societies , 
must have unlimited liability is recognised a·s an im-..... 
pediment to their undertaking business for which 
limited liability is more suitable, and, where societies -
with unlimited liability are undertaking other func
tions, it is usual to keep separate accounts for the 
latter. We found that, on the whole, the single 
purpose idea met general acceptance, and that, 'Yhere 
exceptions occurred these were based on reasonable 
grounds. The multi-purpose society is . nowhere 
advocated o~ grounds of policy; it is usual to describe 
the objects of a society in the by-laws in such a gene-

. ral way as to' permit of secondary functions being 
performed without a breach of the law, but this is 
for convenience only and has not led to societies 
attempting to combine incompatible activities · or 
risking their unlimited liability .in transactiqns for 
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which it is entirely unsuitable."1 

While we adrOit . that functional ?tgarusation of 
societies must lead to greater efficiet_lcy, it mu~t not 
~ forgotten that it is too much to expect the illiterate . . 
people to show allegiance to more than one society. 
The "objection of the Royal Commission that whilst 
credit societies are based on the principle of unlimited 
liability, the non-credit societies must be "organised 

_on the. limited liability principle can be met if the 
multiple-purpose society is organised on the prin
ciple of limited liability. There is dearth of really 
suitable persons who can organise and manage thes~ 
societies and "this demand becomes greater if we 
hav~ separate organisations for separate purposes. 
Further, a financing society can compel its members 

· to sell their products through the society otily. ·. It 
may, in fact, be one of the conditions "for granting 
credit to a member. The society can exercise influ
ence on its members and compel allegiance ·from them. 
In v:iew of the illiteracy and poverty of our cultiva.: 
tors. we think the multi-purpose society should prove 
more beneficial to them than the functional societies. 

The - principle of co -operative marketing as 
applied to agriculture is of recent origin, It has 
shown wonderful results in Denmark, Germany, 
and some other European countries~ as well as in 
Canada and the United States of America. In India 

1 pp. 467-68. 
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hardly any thing substantial ~as been dope so far 
except sporadi~ attempts in the last decade or s9. 
Mr. Smith Gqrdon, who has made ·a special study 
of the subiect, ·expresses the principle of co-opera
tive marketing' very ~ably. in the following words: 
"Unlike. the manufacturer, the farmer. buys his raw 
materials at retail price and sells his final product at 
wholesa_le price. This because the farmer has not 
business experience or the facilities in getting in 
touch, on ~e one hand, with the sources of supply 
and, on the other, with his markets. -Consequently, 
he has to bring a series of middlemen to bring_ him 
the raw materials and another series of middlemen 
to convey his produce to its ultimate destination. 
If he undertakes himself any of th~se functions, to 
that extent he is effecting· an economy. A good 
farmer cannot be at the same · time a good 
businessman, i.e., he cannot do that as . effectively 
as a professiona~ middleman. The remedy surely 
lies in the combination of a number of farmers, who 
will be able to provide themselves with services of, 
men whose business intelligence will equal that of 
the middletnan; while they work in the interest of 
farmers. and not against them. Such a combination 
'may be formed on the· basis of voluntary association.1 

The lndiat: cultivator labours under very serious 
difficulties in the selling of his produce in the market. 

1 Mysore Economic Journal-February, 1937, p. 43· · 
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We have recommended regulate~ markets in another 
context, but without co-operative effort even the 

I • • ·<to: • /" 

regulated markets· may not materially·· help him. 
His poverty and ignorance are. a gr~~t ·h.i-?drance in 
bargaining settlement. Co-operative ·marketing 
~ill give strength to the p~or cultivators·. ~ 'fhey 
Will pool their resources an4 get better prices for 
their individual produce. Pooling for ".t11erchan .. 

_ dising" is' being actua~y done in South Gujerat by 
co-operative cotton sale societies. It is estimated 
that the cotton pooled by the above mentioned socie
ties· in the year 19.18-.19 amounted · to 16 per cent.1 

The society carf finance them against the produce 
and ~ait for a better market which' the individual 
cannot do at present. It can encourage standardisa
tion and grading of produce. Better seeds can he 
Supplied by co-operative marketing society to its 
members leading to better yield. The village mar
keting society may be a link in a b~gger and stronger 
chain and:r therefore,. by bulk handling the societies 
can negotiate better terms for the cultivator. They 
assist· the organisation of markets by methods 
which reduc~ the costs of distribution to a minimum. 

Group marketing must be more efficient than, 
marketing by ·individuals,· especially in conditions 
such as those which exist in India where the individual 

1 Bqmbay Provincial BtZ1lking Enquiry Committee Report, 
para. 148. 
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producer is such a small unit. The ideal to.,be aimed 
at is, therefore, co~operative sale societies which will 
educate the cultivator in · the pro~:t,Iction and · pre:
paration fo! m~rket of his produce, will provide a 
sufficient volume of produce· to make efficient grading 
possible and ~ill bring the Indian · producer into 
di~ect touch with the export · market and with the 
large ~nsumers in this country· such as the cotton 
and jute mills. . · 

In Europe and America considerable successes - . 
have been achieved in marketing agricultural pro-

. duce. In Europe the place of pride goes to Denmark 
as far as _co-operative organisations~ particularly of 

. ~ 

the marketing type, are concerned. The S~te has 
helped in the building of this organisation~ Unlike 
India sale and supply societies t;>redominate; although 
credit soCieties· also function where necessary. "Pri~ 

mary societies are grouped into Commodity Asso
ciations which are in their tum federated into the 
Central Co-operative Council. These Commodity 
Associations have no share capital but are on the 
principle of unlimited liability. Every member has 
to enter into a contract for marketing his entire pro-_ 
duce through the Association for a fairly long period . 

I I 

and the produce is pooled before marketing. Grad-
ing and testing of the produce is performed with 
great cate and this accounts fat the· ready dem~d 
which the Danish co-operative produce meets with 

z.z. 
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in foreign,markets."l 
The Danish· model can su1t our conditions well 

for developing the co-operative sales organisation. 
For supplying credit, we have yillage' societies at the 
base, District Co-operative Banks in the middle and 

• 
. Provincial Bank at the apex. In marketing we should 
organise our societies on the commodity basis. 
Primary societies should be federated into . Central 

.- Societies and Central Societies into Provincial Sales 
Union. The Provincia1. Union should issue instruc
tions fo1 grading and standardisation of produce •. 
It can negotiate with mills-say in case ot cotton and 
jute-and other large buyers. Facilities fof storage 
and .. financing are absolutely in~spensable. The 
Proviticial Union can arrange for finances from the 
Provincial Bank. . Ch~ap and serviceable store houses 
should be constructed in the mandis and at terminal 
points. The primary society shoulq not purchase 
the produce ·of the members, but store it for a favour
able niarket. It should finance the cultivator against 
his produce, but should not take risks of fluctuation 
of prices. . The jute societies in Bengal made this 
mistake of outright purChases of produce of the· mem· 
hers; With fall in prices, it resulted in heavy losses 
and ultimate collapse of the societies._ . 

The success of a sales society depends upon the 
quantity of the produce marketed through it and 

1 Mukerji, Agricultural Marketing in India, pp. zn-u. 
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upon the efficiency ?f its- staff ~nd . managing commit
tee. To achieve these ends, it is necessary to have the 
loyalty of its members. In some ~oreign cm~~tries, 

, a member of a sales society is compelled to sell _all 
his produce through the. society. In the Bombay 
Presidency, some . societies are empowered to ~evy ~a 
fine if a member fails to send his produce to ·the ~qciety 
for sal~. It must be remembered that the question 
of sale is closely connected with . the question of 
finance during cultivation,- and unless the co~op~ra
tive organisation is in a position to m~et all the needs 
of its members adequately and _promptly, ~t. would 
not be fair to insist on compulsion. At present the 
cultivator has to look up to the village moneylender 
for loan on many occasions. Therefore, , his alle
giance is di~ided. If the · sales societies get a , fair 
percentage of the produce coming into the market, 
they can compete with other buyers· and get better 
terms for their _ members. Pooling_ is, . t~erefqre, 
of vital importance for the success of a sale_s_ociety. · 
Without pooling, the sale societies. cannot_ avoid the 
chain of middlemen. There will, therefore, remain 
the lurking danger of local boycotts. The incidental , 
charges ot a co-operative sale society are much more 
than of a private shop and the society canbe a paying 
proposition-only if the produce·of cultivators is pool-

. ed. Then and then alone _can it be· a potent force 
in the market. But unfqrtunately our cultivator_ has 
a rooted objection to pooling as was observed by 
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the Punjab Provincia] Banking Enquiry Committee 
and some other Committees. However, experiments 
should be made and the benefits of standardisa
tion, grading and pooling should be brought home, 
to the agriculturist by propaganda and education. 
There can be no pooling without proper facilities of 
warehousing and of grading and standardisation of 
the produ_ce. All this needs the services of really 
~expert and: honest staff. The Central Banking En
quiry Committeel made the following useful sugges
tions ·in connection with the warehousing of the 
agricultural produce in licensed warehouses which 
includes ·grading ··and pooling of the agricultural 
produce:-· 

· " (j) Any person who is licensed as a warehouse
man should be of recognised integrity and should 
have business ability to ron a warehouse. There 
shot;lld be a ~censing board in each province for 
the grant of licences, which would consist of one · 
Gove~ent officer and a number of representatives 
of local business interests, including agriculture, espe
cially for up-country areas. Small local licensing 
boards may have to be appointed for some divisions 
of the provinces, e.g., ~ujerat, Deccan, etc. 

"(ii) The warehouseman should have a reason-. . . 
ably substantial capttal. If on the other hand he 
hires the warehouse, he sh~uld deposit with Govem--

1 The Indian Central Banking Enquiry Committee Report,. 
pp. UZ.-2.3• 
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ment a substantial amount, in cash or securities. 
The security deposit should, however, not be so 
exorbitant as to drive out private enterprise. · 

t " (iii) In areas where grading of produce is 
done, it is necessary that there should be 'representa- · 
tives of the growers on the licensing board. In such 
cases, Government. should ensure the availability of 
trained and certified graders and the warehouse
man ·will be required to employ only such graders,. 

" (iv) All produce stored in the warehouse should 
he insured against fire and other accidents. 

"(t•) The licensing authority should be empower
ed to decide among other things the following 
matters: ,.. 

"(a) Classification of commodities into perish
able and non-perishable articles_, a~ticles 

deteriorating with lapse of time and non
deteriorating articles, and the appor
tionment of the risk of damage between 
the warehouseman and the owner of the 
produce in regard to the class of articles. 

"(b) The apportionment of risk between the 
warehouseman and the owner of pro
duce of any damage arising from riots 
and civil commotion." , ' 

The establishment of co-operative marketing 
societies dates as far back as 1917, but they have 

- made little progress in spite of their existence for a 
quarter of a century. Of all the crops, cotton seems to 
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be the most favoured field of co-operative market
ing, especially in the provinces of Bombay and Mad
ras. The -Hubli market where the earliest cotton 
sale society was started, commands about 41 per cent;. 
of the cotton grown in the Kamatak Division. The 
Society started with a .modest beginning, as a seed 
store and, with the assistance of the Department of 
Agriculture, gradually improved the variety of cot
ton. The Indian Central Cotton Committee has 
very considerably helped the improvement of the 
quality of _cotton. The society arranged sales of 
ordinary cotton on the basis of samples, but long
stapled and superior varieties of cotton were sold by 
auction. One of the main difficulties in case of 
superior qualities is to create a market for them and 
in the early stages this can be possible only with the 
_assistance of the Government. The Royal Com
mission on Agriculture observed: "We consider 
that auction sales by the agricultural departments 
provide a useful means of securing to the cultivator 
an adequfl.te premium for the super~or quality of a 
new variety grown under their supervision. Particu
larly is this the case in the early stages, when the 
quantity available is small and the trade is without an 
organisation to enable it to be taken up at its intrinsic 
value ..•...... As soon as their object had been achiev
ed the auctions were discontinued in the Punjab and 
in South Gujerat and, in. the Southern Maratha 
country, they were taken over by co-operative -sale 
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societies."1 It means that the ~o-operative sale socie
ties should take over the good work started by the 
Government to encourage producti~n of superior 
~varieties. In the early stages ginning was exclusively 
done in the factories of the buyers who were agents 
or contractors of the Bombay firms or independent 
merchants, but later on the societies undertook to 
gin members' cotton with a view to supply ginned 
cotton direct to the mills. Members' cotton is depo~' 
sited in the godowns of the societies against which 
the society grants advances not exceeding 6o per cent 
of its market price. 

In Bombay, there are two types of sale societies· 
which deal mainly in cotton. The ~rst type is the 
small society consisting of agriculturists of a few 
neighbouring villages growing the same variety of 
cotton, who pool their cotton and ·sell it jointly, as 
iO the case of the Hubli Society in Kamatak organised 
in 1915 and which has a membership of several · 
thousand agriculturists. In the · second type, the 
area of operation is much larger and the membership 
is composed of both individ,uals and societies as -in the 
case ot the Gadag Sale Society (Karnatak) which was 
started in 1917 with 191 members only.- It has a 
large number of rural credit societies as its members 
which grant short term loans to their respective 
mem?ers on condition that they sell their produce 

1 Report of the Royal Commission on Agriculture, pp. 403-04. 
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through the Gadag Sale Society .... The Sale Society· 
·also grants advances against deposits of produce in 
its godowns but care is taken that the advances of the 
credit society and the sale society together do not ex-. .. 
ceed 7S per cent of the market value. The cotton 
is graded by officers of the Agricultural Department 
whose se.rvi~es are lent to the society for the purpose, 
and is then sold in lots at auction sales held periodi
cally. There are other societies too, but they belong 
to any of these two. types discussed above. 

The second stage in_ co-operative marketing was 
reached in 1934 with the establishment of the co
operative Ginning and Pressing Society at Surat. 
This Society_ arranged for .starting presses at suitable 
centres where· tlle cotton brought by members to the 
societies is ginned, graded and pooled before it is 
sold to l~uge _puyers in big lots. The co-operative 
presses have b~oken the monopoly of the proprie:.. 
tory ginning factories and, therefore, the charges are 
consider3.bly reduced. The final phase in the evolu
tion of co-operative marketing was the organisation 
of a Sales Uruon which affiliated cotton sales socie
ties and ginning factories· as its members. Thus the 
Union is at· the apex ancl" organises new sales socje
ties. It ·introduces ·better types of seeds and looks 
after grading of the quality. It secures large buyers 

. for the pooled produce of the societies. The 
Union is, therefore, a source of great strength 'to the 
cultivating classes. Unlike the cotton societies, other 
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~~ . 

kinds of agricultural produce in the Bombay 
Province is sold through sale societies composed of 
individual members, or through purchase and . sale 
unions, which are unioqs of credit societies, ·or 
through shops and depots run by· central banks. 
The organisations work on a commission basis ·and 
take no financial responsibili1j. 

· The Punjab co-operative conimission shops are 
the next in importance, both as regards their orga
nisation as well ·as the value of the sales effected 
through them. According to· the Punjab Provincial 
Banking Enquiry Committee there were 2. 5 co.:. 
operative commission shops and sale ·societies in 
different parts of the province, the first of which was ~ · 
started at Lyallpur in i9I9. In this .di~trict about., 
;o per cent of the agricultural produce is marketed 
co-operatively... These shops have;::!Pore succeeded· 
in the canal colonies where the-peasant is comparative~. 
ly better off than in other parts of the province. ~ 
I92.8-2.9 they sold produce of the value of 58 lakhs of 
rupees, of which the sale society: at Okara was res-;. 
ponsible for I I lakhs. The following. table1 gives 
the present position of the marketing acti:vities of 
these commission sliops: 

1 Year Book and Directory of Indian Co-operation, 1942., p. 463. 

2.3 
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~ 

Number Produce sold Produce sold 
Year of in (Value • 

Shops ·Maunds in lakhs) 

Rs. 
1930 • 24 10,07,284 ·41.0 

-1931 2J 12,14,2.21 30.0. 
1932 ZJ 8,98,99J 2.4.0 
19H 23 • J,4J,6.ZJ 18.61 
1934 22 6,9J,497 18.96. 

- 193J 2% 7,oo,833 .z.z:,o 
1936 Zl 7,09,694 26. II 
1937 .ZI ', 76,6 3 2. .Zf.49 
1938 zo 6,,0,409 19.05 
1939 .zo 8,25,630 z6.6J 
1940 .zo 8,17,9H 33·59 

The membership of shops is drawn from indivi
duals as well as co-operative societies. The shops 
serve as kachcha arhatiya. They make advances 
upto 75 per cent"·of the value at interest.ranging from 
9 to I% per cent. So far little advantage is taken of 
the storage facilities provided by the shops and, 
therefore, . grading and pooling of the produce are 
out of question. The only saving that can be effect- . 
ed is in commission charges or exemption from cer
tain market deductions for charity, etc. These shops 
make little' appeal to the small holders patticulady 
those -who are living at a distance from the shops . 

• 
They are indebted tp the local money-lender whom 
they sell their produce against account when it is 
.ready.· They have no means of transport to catty 
their produce to the shops that are situated in mandis. 
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Another drawback is the dearth of reliable and .. 
suitable managers and, therefore, embezzlements are 
not infrequent. The incidental expenses of a co-opera
tive shop are much higher than of a private shop 
and the former can succeed only when cultivators 
unite. At places the co-operative shops have been 
boycotted for very flimsy reasons. This difficult}' 
can be overcome when there is a sales union affiliat
ing co-operative shops as its members. These shops 
should encourage storage which will facilitate grad
ing and pooling of the produce to some extent,_ in 
spite of the rooted objection_ of the cultivator, if right 
sort of propaganda is carried on and the members ar~ 
convinced of the advantages of grading and pooling. 
To reduce diversity of qualities, improved seeds 
should be supplied by the co-operativ<? societies., 
If the Co-operative Department ~_imparts proper · 

•. . "" . 
training and is able to get suitable personnel, much-
of the prejudice against pooling can be overcome. 

The third place in co-operative marketing may 
be assigned to rhe cane societies of the United Pro

- vinces which have shown a remarkable progress in 
so short a time. The Indian sugar in~ustry has_ 

-developed by leaps and bounds since the grant of 
protection in 193.2.. I:rom 32. factories ,in 1931-3.2. 
the· number increased to 148 in 1940-41. ·Of this 
number, 71 factories were in the U. P., and 32. in Bihar 

. . ' 
as against 14 and 12. respective~y in ·1931..;32.. The 
total amount of cane crushed ··in India in 1939-40 
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. 
was 13,131,700 tons of which the share of this pro-
vince was 7,034,100 tons and that of Bihar 3,466,1oo. 

_ The total production of sugar in. India for the same 
year amounted to 1,241,700 tons of which U. P. pro· 
duced· 659,500 tons and- Bihar 322,100 tons. All 
this clearly shows the concentration of the sugar in· 
dustry in the provinces ofU. P. and Bihar, and the fore
~ost position of this province which produces more 

.. than so per cent of sugar in the country. 
The rapid expansion of the sugar industry in the 

first few years of the grant of protection has given 
rise to a nutrlber of problems, such as, zoning of cane 
:treas, regulation of cane supplies to factories, develop
tnent of the quality of cane, fixation of the minimum 
price of cane, licensing of factories and contractors, 
supervisio? of weighments at:id payments, improve
ment of transp?rt facilities for carrying cane to fac-· 

-tories, and protection of the factory labour, etc. The 
Government became vigilant, particularly in the 
provinces of U. P. and Bihar and has taken a growing 
interest in the welfare of the cultivators. 

In fact, it is•the most controlled industry in the 
country-particularly in these two provinces. In the 
first few years ot the grant of protectjoo, mills after 
mills. were floated without proper regard to their 
location~. The cultivator was paid from 3 to 4 annas 
a maund only for ·his. cane against the estimate of 
8 annas made by tlie Tariff Board of 193 T, recom
mending protection-~ to the industry. Complaints 
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of wrong weighments and delays m weighing of 
carts were too common. This early chaos Jed to 
considerable agitation. The Government of India 
passed the Sugar Cane Act of 1934, enabling Pro
vincia] Governments to frame rules to control prices 
of cane and other matters relating to weighment 
and purchase of cane. The two provinces of U. P.. 
and Bihar made rules fixing the minimum prices on . ' 

a slidi~g scale and appointed cane inspectors to 
administer the rules intended to remove the abuses. 
But no steps were taken to zone out areas or factories 
till the. enactment of the Sugar Factories Control 
Act of 1938. 

Barring a few co-operative primary societies and 
unions for supply' of cane at Ghughli · (Gorak.hpur 
District), Deoria (Gorakhpur District), Dehradun, 
M-qzaffarnagar, Sitapur and Meerut, there was no 
organised attempt to tackle the problem until 1935 
when a small grant of about a lakh of rupees was 
made to the U. P. Government from the Central 

. Sugar Excise Fund "for the improvement of cane 
cultivation whh a view to its co-operative marketing." 
The -Government offered the factories a scheme 
for the improvement of cane and regulation of sup-

• plies on the contributo'ry basis. Each factory was 
required to pay an annual contribution of Rs. 3,ooo · 
to the Government and to make. purchases of cane 
through the co-operative s~ciety organised in . the 
home area of the factory payii:ig a commission on 
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supplies at the rate of 3 pies per lnaund. Each unit 
was ~o consist of one ·Assistant Cane Development 
Officer, three Supervisors and nine Kamdars who 
were ~pected to improve ~d develop an area of 
about 2.,ooo-2.,soo acres of cane in four years. The 
annual cost of a unit was estimated at Rs. 9,ooo 
of which the. Government was to pay Rs. 6,ooo and 
the factory Rs. 3?ooo. Twenty~two factories joined 
the scheme at the very outset and by the end of 
1937-38 as many as 30 units were under operation.! 

With. the coming of the Congress Government 
in 1937, problems affecting the welfare of cultivators, 
including those relating · to cane supplies, received 
their immediate attention. The U. P. Sugar Fac
tories Control-Act was passed in ·1938. The mafu 
provisions of the Act relate to: 

(a) the licensing of sugar factories; 
(b) the regulation of sugar cane supplies to 

factories; 
(c) the minimum price for sugar cane; 
(t!) the establishment of a Sugar Control 

Board and Advisory Committees; and 
(e) a ~ess o~ the sale of sugar cane intended 
· for use in factories. 

Under the Rules framed by the Provincial Go-
vernment,· co-operative societies were given special 
.consideration. A factory is bound to putchase cane 

. . 
1Jnditl11 Co-operative~Review, October-December, 1941. 

• 
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through the society from its me~bers. It cannot deal . 
directly with members.· There is .still a. weakness 
in the present organisation. A factory may encourage 
cultivators to resign their membership of the society 
to deal directly with them. The U. P. Agrirultural 
11arketing Bill which was on the legislative anvil 
when the Congress Government resigned in 1939 . . 
provided against this shortcoming, to the effect that 
if the majority of cultivators in a particular area join 
a co-operative marketing organisatiqn, others must 
compulsorily market their produce through that 
organisation. 

· The administrative and legislative measures . of· 
the Government, particularly after 1938, gave the 
much-needed stimulus to the co-operative organisa-: 
tion. New societies were established in the areas 
of factories regardless of the fact whether the fac
tories concerned offered co-operation or opposition. 
The following table1 clearly shows the phenomenal 
progress made by the co-operative organisation: 

1 The Indian Co-operative Review, o.ctober-December, 1941, 
P· H9 



~ .. 

~~>36--37 19)7-38 1938-39 193?-40 

• 
-

I. Number of zones . . .. . . . . .u 86 JI4 136 
I 

~ ~. Developed areas (in acres) . . •• z.6,~oo 74,6oo 1,90,000 4174,000 . 
' 

3',· Number of villages, under development I,ooo z.,ooo 9,~94 13,800 
- • -4• No. of Co-op. Cane Supply Unions .. 2.} z.8 42. . 81 . .. 

'. No. of factories to which cane is supplied 23 30 49 61 

6. No. of members of Co-op. Societies .. z.s,ooo 63,000 ,,71)000 4,61,000 
• 

7• Quantity of cane supplied through Co· 
476 op. Societies in lakh maunds • . · •• 12.7 134 I,Z77 

lakhs ·lakhs lakhs lakhs 

' 
8. Cane-seed distributed in lakh maunds 6 19 '' ;z. 

lakhs lakhs lakhs Iakhs 

9· Fertilisers distributed in maoods .. . 48,ooo • 61,ooo 1,,4,000 2.,03,000 
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Roughly speaking there ~re two types of cane 
societies-thos~ organised. by the Co-operative De
partment before the inauguration of the Agricultural
cum-Co-operative scheme, which were meant for 
big areas (usually districtwise), and th9se organised 
by the Cane Department as a part of the cane aeve
lop~ent scheme. In theory,· both ·have similar 
objects and constitutions. But in practice the earlier 
societies were meant only for cane supply whilst the 
latter undertook the task of agricultural develop
ment as well. For the successful wor~1ng of the 
scheme . the provhlce is divided into three rang~s
Westem, Central and EasterD:· These ranges are 
in charge of three Cane Development Officers who 
are assisted by subordinate staff. 

The pbjects ·ot matketing are to ensure. proper 
price and correct weighment to the growers, to 
regulate supplies and above all to organise growers 

· so that they may learn to adopt better a~ricultural 
practices and .arrange for the dieap supply of credit. 
The usual procedure is that an e!aborate surveying 
of the cane available with members of societies is 
made before the crushing season and on the basis of 
it roasters for the supply of cane are prepared. Re
quisition slips are issued to members two i days ahead 

· of the date of supply and at the weighbridge the 
societies' representatives and clerks watch weighments 
and maintain records of supplies. Supervision is 
also exercised at the time of payment of price. The 

2.4 
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total quantity of cane supplied by the Unions during 
the year was I 2. 77 crore maunds, i.e., 70 pet cent 
of the cane crushed by the factories in the province .. 
In the Wesiem range, the societies supplied as much 
as 88 per cent of the cane crushed by the factories.l 

The relations between the co-operative societies : 
and the cane· factories have not always been b~ppy.' 
The ManufactUrers' · Associations have protested 
against the alleged failure of the co-operative socie· 
ties to supply cane of the right quality in the required 
quantities._ They claim a share of control in the 
running of co-operative societie~ and want . to be 
relieved of the co~ssion they are charged as they 
suggest that the societies sliould be financed by grants 
from the p:roc~eds of the sugar cess . charged by 
Government. - . 

All this is a very big achievement for any organi-
sation of such a short duration. But it must not be 
forgotten that it is a State organisation and "there is 
very little of that spontaneous growth w-hich is es;en ... 
tial for a co-operative movement. It is functioning 
like a State department. These societies have also 
taken up village welfare work. in a number of centres. 
Of these, the most important is the improvement of 
village roads. · · 

As :regards marketing of agricultural produce in 
U.P., nothing substantial ha~ been done before 193 8-39 

1 Year-Book and Directory of Indian Co-operation, 1942, p. '32 
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beyond a few haphazard e~eriment~. The first 
serious attempt was the Grain Scheme of the Mora-. 
dabad District Bank which worked for 8 yeats from 
1931 to 1938 and improve~ its collections fr~m .z.z per 
cent in the first year to 99 per cent in the last. The 
_Congress Government formed its :five years' plan· of 
marketing in 1938-39 which ·was put ihto operation 
in 11arch, 1939. It aims at organising marketing' 
unions at important mandis· (gram markets) ·in the 
Province. All the societies working in · a · c~rta1n 
area become members ·of the Union_. . To put the 
scheme into operation tJ::te Government provided 
for the recruitment of a large· number of marketing 
supervisors, auditors and. inspectors every year for 
a period of -:ave years. The commodities selected for 
marketing are generally wheat, gram, arhar and, oil
see.ds, etc. The Assistant Registrar in charge of a 
circle has full discretion in adopting any method of 
sale according to the conditions and circumstances 
of the place. The Scheme was tried at 96 .centres in 
the Province -in 1938-39 and during 1939-40 the 
number of centres rose to I 5 .z. In the Western dis
tricts of U. P. the members sell their produce through 
an approved commission agent or a co-operative 
commission shop occasionally obtaining an advance 
upto 70 per cent of the value of the produce deposit
ed. The . outright ·purchase systeni is popular ~·the 
Eastem U. P., where the society or the marketing 
union purchases the prod~ce, pays· for it in cash a~d 
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takes upon itself the entire risk. The total quan!ity 
.of grain handled by societies was z. 2.8 lakh maunds 
in 1938-39 and 2.-97 lakh maunds in 1939-40 of the 
approximate value of Rs. 7 lakhs and Rs. 8i lakhs 
.respectively. The societies supplied large quantities 
of grains to the central jails in the Province and the 

• outbre~k of the present Wa.r took away the whole 
· enthusiasm from the movement. 

Besides the grain societies and unions, we have 
Ghee· Societies, MHk Societies, and Weavers' Socie
ties in the Province. The Ghee Societies are gain
ing increasing popularity and at ·present we have 65 7 
ghee societies with a membership of about 9,ooo in 
the Province. The sales of ghee amounted to 
Rs . .z,15,387 yielding a profit of Rs. 50,361 during 
1939-40. To prevent adulteration, suitable mea
sures. for the testing of ghee have been adopted and 
ghee grading is undertaken at several centres under 

. I 

the Agmark grading scheme. The Provincial Go-
vernment sanctioned a three yea,t:s' _ scheme . for the 
testing and grading of ghee in ·the . province and 
provided the necessary funds to run the scheme. 
Besides making grants to private firms in ghee pro
ducing tracts to a·ssist them in opening their own 
grading stations, a model ghee testing and grading 
station is established at Shikohabad, district ·Main
purl, under the direct control and supervision of the 
Marketing Section, and is fitted with a model ghee 
refinery. The object of this station is to provide 
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facilities for the refining, tesrl?g and grading of ghee 
of small producers, mercl)ants and ghee societies who 
cannot afford to have their o,wn laboratories. 

Jute. Jute is a monopoly of Bengal which in
cludes the neighbouring provin~es of Bihar and 
Orissa and Assam, and the Nepal S~ate. The growth' 
of the international trade and the _specialisation of 
European countries in manufa8tures wjth their depen
dence on Asia and America for raw materials and 
foodstuffs necessitated cheap and strong packing. 
Jute cloth and bags served the purpose of packing 
eminently and the industry established in India on the 
banks of the Hoogly near Calcutta with foreign en
terprise and capital. 1\fost of the raw jute is either 
brought to the Calcutta mills or exported out of 
the country. The jute grower is very poor and 
unorganised. He _has no transport facilities. In 
Bengal, and· specially eastern Bengal~ there are 
no roads but mostly weather tr_acks. Due to exces
sive rainfall practically all the villages are joined with 
the markets by water and jute is carried in boats. 
According to the Indian Central Jute Committee, 
about 68 per cent of the surplus 'jute in Eastern ~en
gal is marketed between July and October. Ari 
other factor leading to speedy disposal of the pro~ ~, 
duce is the absence of storage facilities for the cultivat
ing classes. They make hurry to sell their produce 
before it js spoiled by exposure to :sun and rain. . · 

- Some· time back, the Government of Benga1 
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approved of a s~eme to sell jute on co-operative 
lines. Stray sales societies could not succeed. There
fore, several societies, Cilled Central Co-operative Sale 
and Supply Societies, were organised with the object 
of _c;ollecting or. buying the jute produced by mem
bers or others and selling it in, the best market_. One 

• society was registered in 192.s, 10 in 192.6 and s more 
in 192.9. The Bengait Wholesale Co-operative So
ciety was started at Calcutta in 192.6 to serve as a . 
-clearing centre for others. All societies, however, 
were closed down by September, 1930, involving a 
loss of over Rs. 2.0 lakhs. This meant a rude shock 
to the co-operative marketing. The societies made 
the initial mistake of making outright purchases and 
undertaking all risks of :fluctuations in prices, instead 
of selling members' produce on · the commission 
basis. Unfortunately, the steady fall in the price of 
raw jute synchronised with the development of jute 
societies. The result was that a large portion of their 
finances was locked up in raw jute. The overhead 

· charges proved crushing in view of the . falling prices 
and this led to the liquidation of societies . .. 

A VER.AGE ANNUAL PRICE oF juTE (CALCUTTA) 

Bales of 400 lbs Rs. a. p. 
• 

1925 
1926 
192.7 
1928 • 
1929 
1930 
1 931 

III 9 9 
98 II 6 
76 . 6 0 

75 0 II 

7*. 4 ·o 
50 4 9 
37 ' 6. 



CO-QPERA'I'IVE MARKETING 2.2.3 

We agree with the opini?n of the Bengal Jute · 
Enquiry Co1111.illttce that co-operative societies would 
serve little useful purpose unless they could,, by 
pooling the resources of individual growers~ give · 
them the capacity to hold the ·stock against a fa.yt>.ur-

• 
able market and to sell at the best market. The 
salvation of the Indian cultivator lie~ in gro~p sell- .. 
ing. Individually he is no match to the middleman. 
Even the co-operative societies find him a tough 
fighter b,ecause the personnel of the societies is . not 
always efficient and honest. The staff possesses 
neither the. requisite technical qualifications not the 
enthusiasm . to get the best bargain and .·. effect all . _ 
sorts of economies in management which a private 
_deale~ does. To· achic;ve success, it is necessary to 
-puild up a Provincial Union which will be· in touch 
with the jute mills and outside markets. and shall 
secure the best price for the produce. The village so
cieties will purchase jute fro~ small cultivators. · 
They will forward .lt to wholesale societies in . the 

. man<iis (markets) where it should be pooled, graded 
and pressed into bales. These wholesale societies 

· must have their own presses as iri Bombay for cotton. 
They. should be affiliated to the Provincial Union. 
whose main function will be to secure the best price·· 
for the produce, besides supervising quality and 
grading, etc. · 

• .. 
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CoNCLUSION 

Sale societies may be either production and sale, 
as Weavers' Societies, Milkmen's Societies, or purchase 
and sale Societies, as Societies for supplying imple
m~s or manure, etc.; or loan and sale societies. Of 
all these types,· loan. and sale. societies are the most 
predo~ant. !hey receive the produce on a depo
sit system, grant advances, arra?ge its storage and 

. sell it in the best market. For their services, they 
charge certain cc;>mmission. At p1aces, the.. produce 
is pooled and graded before it is disposed of. In 
the Bombay Province, facilities of ginning and 
pressing of cotton are also provided • 

. The movement-has not made very rapid progress 
for various reasons. The ignorance and inqebted-. 
ness of the peasant, bad means of communication · 
and high transport charges, want of adequate storage 
facilities, lack of pooling and grading arrange
ments, general dearth of busin~ss talent in the per
sonnel. of committees of management of sale socie
ties and lack of trained businessmen even an1ongst 
paid employees of such societies~ want of loyalty on 
the part of members to their societies, lack of con
tact between sale societies and big consuming cen
tres and general ignorance about internal and exter
nal markets are some of the important causes res
ponsible for the slow progress of the mov~ment. 
The Madras Committee on Co-operation made the 
following recommendations to improve · market-
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ing: ( 1) organisation of prqducers' . societies and 
linkillg them with consumers' stores; ( 2) increased 
transport facilities an9 reduction in freights;. (3) 
regulatio,n .of market conditions and practices by the 
establishment of regulated .. markets; (4) -standarl\i~a
tion of weights and measures; (5) standardisation of · 
grades in the several commodities and ( 6) dis semina- -
tion of market intelligence, etc. 

More or less the ·same recommendations ·were 
made by the Royal Commissioti on Ag~iculture and 
the various Banking Enquiry Conimittees. It means, 
that the disease has been correctly diagnosed lby a . 
number of competent doctors. ·only the prescribed 
medicine is to be given in proper dozes and with car~ 
as the ailinent is of a chronic nature which needs . 
long nursing. 
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WHEAT 

Wheat appears to have been cultivated in India 
from times immemorial. The excavations of grains 
from the old ruins of Mohenjo-Daro in the Indus 
Valley which are· estimated to be 3000 to 400~ 
years old, are identified to the types grown even to 
this day in the dty districts of the so4th-west Punjab. 
It is a staple food <;>f a large population inhabiting· 
the north and north-west of India. Abo~t 96 per· 
cent of the total wheat crop is found north and west 
of a line drawn across the peninsula from: Bombay to· 
Calcutta. The areas of concentrated production are 
the provinces· of the Punjab, the United Pr<?vinces, · 
Sind, the Central Provinces and Berar, and the neigh
bouring Indian States. The following table com
piled from the "Estimates of Area and Yield of Prin
cipal Crops in India, i939-4o" show the average 
acreage and yield of wheat for ten years from 19.30-3 x 

to 1939-40. 



Acreage. ' Yield 

Provinces and Thousand 
Percentage of 

Thousand 
Percentage of 

total acreage total produc-
states Acres in India ~.Tons tion in India. 

British India .. 
Punjab •• .. . . . . 9,350·S 2.7·3 3,169.8 32.·' 
United Provinces . . .. 7,8oo.s u.S z.,667 .6 2.7·3 
Central Provinces and Berar .. 3·358 .z. 9·8· 664.1 6.8 

*Bombay •• .. . . . . 1,739·0 S•I 311 ·7 3oZ. 
*Sind • I,148.o 3 ·4 31,.1 3·2. . . • • . . .. 
Other Provinces .. . . 2.,364.2. 6.9 72.0.8 7·4 

Total British India .. 2.5,760 ·4 7S·2. I 7,849·1 80.4 
Indian States 

Central India States . . .. 2.,130.0 6.2. 371.1 3·8 
• Gwaliar •• 1,491 .8 4·4 341·3 ,., . . . . .. 

Hyderabad . . . . .. I,Z.H·2. 3·7 161 •4 lo7 
Punjab States . . . . .. 1,434· z. 4·2. 4B·9 4·7 
Other States .. . . . . 2.,177. 8 6.4 n8.x ; ·9 

8,488 .o 2.4.8 1,9os .8 19.6 
Grand Total India .. 34,2.48 ·4 100.0 9,7$4•9 xoo.o . -.. 

*Average for 7 years, from 1933-34 to 1939-40. 
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About so per cent of the acreage and 6o pet 
cent of the production of wheat are found in the two 
provinces of the Punjab and the United Provinces. 
They are the best wh~at producing areas of the 
country. The acreage. yield per acre of ten years 
from 1930-31 to 1939-40 for these _two provinces 

\ 

amounts to 759 lbs. and 767 lbs. respectively. For 
comparatiye purposes the following statement, taken 
from the 'Report on the Marketing o£\t Wheat in 
India', gives the estimated average yields· of wh~t per 
acre in the main wheat producing countries:l 

' 
APPROXIMATE YIELDs IN CERTAIN CouNTRIEs 

~ (Lb. per acre) 

Name of the country Average Average 
I9Z4-I9H 1909-I91J-

United States 846 8'2. 
Canada 972. 1,188 
Australia .. 714 708 
Argentina 780 ,94 
Europe 1,146 1,110 
Russia .. 636 6u 
India . 

636 72.4 

Wheat is an alternative crop to sugar cane and 
cotton in many places. The acreage of whe~t in the 
United Provinces and Sind has increased considerably 
in the last few years. It is expected that more and 
more land will be taken away from the cultivation 
of cotton and sugar and devoted to wheat because 

lp. 13 
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we have large quantities of orphan cotton as well as· 
. surplus sugar on hand which can neither be exported 
nor cons~med in the country. On 1st September, 
1942., we had a record figure of 2.9 lakh bales of 
400 'Ibs. each of cotton in India. A§ .regards sugar, 
the two seaso~s of 1940-41 and 1941-42 have been of 

. rurtajled output based on restricted quotas in the 
c two provinces of U. P. and Bihar that produce about . 
. So per cerit of ·sugar in the country. TI1e · G.overn-
ment of India· is at present carrying on 'gro":" more 
fo~d campaign' and it is expected that with the 
phenomenal· rise in the prices of wheat, the acreage 
of wheat cultivation should improve considerably. 

The methods of estimating the yield per acre and 
consequently of the total production in the count.ry
are far from satisfa"ctory. Practically evety com
mittee has found fault with the method of estimating 
the· out-tum. · Of the three factors necessary for· 

. framing an estimate of production, namely' the area, . 
the standard normal O?t.:.tum per acre and the frac
tion representing the relation of the crop reported· 
to the normal crop per acre, there are correct statis.:. 
tics only about the acreage. The other two factors are 
not ·measured with sufficient accuracy and conse
quently not much reliance can be placed on govern
ment estimates· of the yield. "The bulk of available 
evidence seems to indicate that official estimates 
continuously understate the amount of production. 
Little allowance seems to have been made for the 
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extensive cultivation of improved . varieties and.the 
larger areas under irrigation in recent yeats.'.'1 -y , I} 

Supp!J. The supplies of wheat actually put on the 
market show a very wi~e. fluctuation in the course of 
the season. It i~ estimated that between 50 and 6o per 
cent of the produce is sold in ~e two or three months 

. ~mmediately following the harvest, viz., ftotp the:. 
middle of April to the middle of July. The producer· 
has to pay to the zamindar and the money-lender at tliis 
time .. Consequently, he is forced to sell a substantial 
proportion of his produce in the months <?f May 
and June when the crop is ready •. Another factor to 
stimulate sales in this· pe_riod is. that roads and: ways 
are dry and, therefore, transportation of produce 
from the village to the mandi is comparatively easier. 
Later, during the monsoon .months-from July to 
September-the supplies fall off and business is pra~
tically at a standstill in many of our up-country 
markets. Village roads that are no better than tt~cks 
are impassable at places. There is also ·the danger 
of deterioration of the produce if it is exposed to 
rains ·which ~all in ·torrents in this season. By the 
end of September the monsoon is practically over 
and soon our cultivators get busy in the preparation 
of their lands for the rabi so wings, viz., wlieat, barley, 
gram, peas, etc., and also in the harvesting of the 
Kharif crops like jwar, bajra and pulses. Cotton is 

1 Report on the Marketing of Wheat in India, p. 9· 
~6 
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also an important Kharif crop in certain area~. . 
In the eady winter months-October and Novembet 
-arrivals of wheat in the mandis improve but it is 
dependent on the condition and size of kharif crop 
and the prospects of the next rabi cmp. The move
ment of wheat from the mandis to the consuming 

_ centres, like flout mills, steadies in the early months 
·of winter.· The following observations made in the 
-Report on wheat marketing in India indicate the 
movements of wheat from the Hapur market. "At 
Hapur, fot example, a typical storing centre in the 
Western United Provinces, an examination of monthly 
rail exports for three ye~rs (I931-33 to I934-35) 
indicates that the period May to August bas practi
cally no export worthy of note. In September 
there is a sudden jump to about I ,ooo tons. In 
October this figure is almost doubled and during the 
ensuing five months from November _to March 
exports rise steadily to a peak in February in which 
month the quantities exported during I 9 3 2.-3 3, 
I933-34, 1934-35 were roughly 6,ooo, Io,3oo and 

-6,Ioo tons respectively. In March despatches- begin 
to tail off until they drop back in April almost to the 
previous S~ptembe.t figures~" This shows that from 
May to August wheat arrives in the mandi and is 
stored in Khattis and Kothas by stockists. Dispersion 
by rail begins from September and continues upto 
the arrival of the next rabi crop in April. 

Qualities. There is a confusing multiplicity of 
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trade names and descriptions·· of wheat throughout: 
India so much so that buyers and sellers using the same;; 
term may often mean something entirely different~ The. 
more commonly understood descriptions of wheat 
are 'sharbati' for hard-white wheat and 'pissi' for 
soft-white wheat, 'dar a' approximates to "fair average 
quality" in different districts an~ 'bansi,' '}alalia' , 
and 'Khandwa' refer t.o hard wheat of Central India. 
Contrary to the common usage, the term sharbati is- . 
applied to soft wheat in the Hyderabad State. Of 
all the varieties of wheat, sharbati is the most im~ 
portant and is grown in the Punjab, U. P., Sind and 
Central Provinces. 

The total area under improved wheats in India 
is estimated at about 6. 5 million acres representing , . 
less than 19 pe~ cent of the total · wheat _ acr~age. 
The great majority of the wheats are hard or semi
hard. The most -important varieties now under cul
tivation are Punjab 8-A~ 9-D, Piisa 4 and Pusa 12. but 
soft wheats such as Pusa 52. and Pusa 54 are also of 
considerable importance in Bihar and the United 
Provinces. More than one-third of the wheat acreage 
in the Punjab is under improved types, of which 
Sharbati is the commonest. 

I I 

Foreign Trade. Except in 192.1-2.2. when our 
imports exceeded the exports by 3 5o thousand tons, 
on balance India had been an · exporting co.untty 
upto 192.7-2.8. Her exports had been. much more· 
than her imports. But the tables were tUrned again,st _ 
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this country by 1928-29. The production of 
wheat in Australia, Canada, Russia, the United States 
of America and other countries increased consider
ably owing to scientific methods of agriculture, while 
Indian production remained practically unaffected 
by scientific improvements. The -price of wheat fell 
abnormally and fo~ three years, viz., 1928-29, 1929-30 
and 193~31 out imports ofwheatwere of considerable 
-quantities. The collapse of the foreign wheat market 
owing to over-production and world economic 
depression led to the rapid depreciation of prices in 
our mandis. To check this inflow, the Govern
ment of India imposed from April 1931 a "non-pro
tective special duty" of Rs. 2 per cwt. on all imports 
of wheat grown abroad and wheat flour was charged 
at Rs. 2-8-o per cwt. . This measure proved effective 
in checking the imports. From 1933 the duty was· 
classed as protective and on April I, I93S it was -lowered to Rs. 1-8-o per cwt. on wheat and wheat 
flour. In 1936 it was further reduced to Re. I per 
cwt. for both commodities and was finally abolished 

. in 19 3 7. Thus we observe that from being an export
ing countcy, India became an importer of wheat, from 
1928-29. In spite of a preference of .z shillings per 
quarter (480 lbs.) under the Ottawa Agreement of 
I93.z, Indian wheat could not compete in price with 
Australian, - Canadian or Argentina wheats in the 
United Kingdom markets although it had been liked 
in Europe, more particularly in the United Kingdom, 
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for its dry_ nature and for its ·suitability for blending. 
United Kingdom has been the best market for Indian 
wheat and our imports have come principally from 
Australia. • 

India regained her position in the export trade in 
1936-37 and continued to haye favourable balance for 
three years, i.~., upto 1938-39·· But the Second World 
War that broke out in September, 1939 again disturbed 
the economic equilibrium. Owing to shipping _difficul
ties, risks in tran~it and state control of supplies, 'the 
normal channels of trade are not functioning at pres~nt. 

The following table prepared from · Govern· 
ment publications gives the exports and imports of 
wheat from 1921-22 to 1940'"41 in thou~and tons:-

Year 

I92.I-U 
I9Z2.-2.3 
I9Z3-Z4 
I92.4-2.5 
I9zs-z6 
I92.6-2.7 
I 92.7-2.8 
I 92.8-.i9 
192.9-30 
I930-3 I 
I93J-32. 
I932.-33 
I9H-34 
I934-35 
I935-36 
I936-37 
I937-38 
I938-39 
I939-40 
I94o-4I 

.. 

.. 

.. 

Exports 

8I 
2.2.0 
638 

I,IIZ 
.iiz 
I?6 
300 
II5 

I3 
I97 

I . 2.0 
.z 
2. 

II 

IO 
2.35 
460 
279 

8 
45 

Impor.ts. 

440 
I9 
IZ. 

4 
35 
40 

. 69 
s6z 
357 
2.32. 
III 
H 
IS 
7 

I3 
.z 

.z.z 
159 

85 -
19 

Net Exports 

- 359 + . Z.OI 
+ 6z6 
+I,I08 
+ 177 
+ I36 
+ 2.3I 
....... 447 

344 
35 
91 
31 

I I 16 
+ 4 

3 
+ 133 
+ 438 
+ I%.0 

77 
+ .z6 
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. Consumption. As a rule, the Indian cultivator lives 
• 

· on cheaper and coarser grains, like barley, peas and 
gram. Except what he has to part with in payment for 
harvest wages, rents, village mamuls, etc. he tries to 
market the major part of his produce either locally or 
in. a neighbouring mandi. He eats wheat on cere
monial occasions only. The Punjab peasantry is com
paratively better o.ff and, therefore, the peasants_ in 
that province consume more wheat than their fellow 
brethren in other provinces. Wheat is the staple 
food of the inhabitants in the towns of the Punjab, 
the United Provinces, the Central Provinces and 
the Central India States. The per capita consump
tio~ of wheat in some of. the towns .in the Punjab 
and the West U. P. is as high as ;co to ;so lbs. per 
year. · As against this, in Assam and the Madras· 
Presidency, it is as low as 4 lbs. a year only. In the 
East and South of India the main diet is rice, 
although it is supplemented by wheat as well. 

The following table compiled from the Reviews of 
Trade of India indicates the production, net imports 
and exports and the balance available for consump
tion in the country in any particulat year: 
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Production Net Imports ( +) Balance available 
Year of previous or net export for consumption 

crop year (-) during the during the 
'- (Tons) year (Tons) year (Tons) . 

1935-36 9· 72.9,000 -58,ooo 9~671,000 
1936-37 9.434,000 ~304,000 9·130,000 
1937-38 9. 75 .z.,ooo -547,000 9,2.05,000 
1938-39 10,764,000 -2.07,000 10,5 57,000 
1939-40 9.963,000 -f:6,ooo 9.969,000 
1940-41 10,767,000 -12.1,000 1o,646,ooo 
1941-4.2. 10,005,000 -.z.6,ooo 9·979,000 

' 

About xo million tons of wheat is available for 
consumption in the country .. Of this about 3 million 
tons are disposed of locally in the villages by way of 
payments in kind, barter and land dues, etc. 1fie 
cultivator has to retain wheat for seed for whicli there 
are no statistics. This leaves between s and 6 million 
tons to be put on the market. Consu~ption of wheat 
is in various forms but it is mostly consumed as ata, 
(whole-meal). Maida, stfji and rawa . are other pro
ducts, though of lesser importance. Soft wheat is 
also used in the manufacture of starch for sizing in . 
textile mills. 

Marketing Process. The market process begins with 
the assembling of produce from the field. 1;very coun
try has its special features. In India~ a country of small 
'holders, with uneconomic holdings, . the assembling 
process is of particular significance and value. Unlike 
Canada, Australia or United Stat~s of America, the 
wheat producer in India is a man of no substance. 
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His produce is small and the marketabl~ surplus 
still less. Except in certain parts of the Punjab 
and the West United Provinces, the means 
of communication and ~ansportation are far from 
satisfactory. Collection of produce in the markets. 
Qr mandis ftom numerous producers scattered over 

. wide areas without· facilities of transportation is a 
difficult task. But certain castes and trades have 

-specialised in marketing . the village produce in the 
mandis and they carry it on as a profession even though 
it may not be sufficiently remunerative. In most 
cases agriculture carried on by Indian cultivators is 
not . a paying proposition. But in the absence of 
anything better they engage themselves in it al
though most of them are living on the starvation 
level. Similarly, the beopari and village baniya are 
occupied in assembling the village produce, very 
often on the possibility of a rise in market prices . 
. Owing to cut-throat competition, the margin of pro
fit left to them is little. Where the cultivator is a 
simpleton, they supplement their income by corrupt 

. practices of . overweighing o.r false accounting. 
But it is wrong to imagine th~t the Indian cultivator 
is a fool. There is a growing . consciousness among • 
the cultivating classes in India. They are in touch 
with market prices, particularly in the crop season. 
Every day some of them visit the neighbouring 
mandis and in the evening they sit at a common place, 
generally at a choupal, and there, the market rates of 
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the day are known to all. The village baniya and 
beopari are also in constant touch with the market 
conditions and prices. Competition keeps them 
alert and in their anxiety. to get business they try to 
outbid each other. 

Following are the chi~f agencies in India for 
assembling wheat fro~ the growers :-:-

I. Growers, landlords or cultivators who 
bring their own wheat for disposal to the ~rket . 

.z. Cultivators who collect the produce o~ other 
growers. 

3· L~dlords collecting the produce_ of their· 
tenants. 

4· Village baniyas (shop-keepers).· 
5. Itinerant dealers and petty merchants who 

move from village to village (beoparis ). 
6. Kachcha arhatiyas or small commission agents 

in the primary or assembling markets . 
• 

7. Co-operative co~ssion shops o~ sale so~ 
cieties. 

8. Pakka arhatiyas or large commission agents 
and wholesale merchants and mills. 

Unlike the past, there is a growing tendency 
amongst the cultivators to m~rket their produce· 
direct in the mandi without the intet:Ve'ntion of a · 
beopari · or baniya. But for certain reasons he is 
prevented from doing so. In some cases he may 
have to repay his loan to the money-lender in kind, 'br 
he might have borrowed wheat for seed or for the 

2.7 
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marriage of his daughter on the sawai system (twenty.:. 
five per cent more than lent out) or he may like to 
pay rent .to the landlord in kind as it became so 
conunon in the United Provinc~s during the period 
of the economic depress'ion from 1929 to 1933, 
owing to serious fall in the prices of agricultural cbm-

_modities. Further, every cultiyator does not possess 
his bwn cart and draught animals. -Agricultural 

.. operations are also a determining factor. For ins
. tance, in the irrigated tracts of the W~st U. P. the 
~ltivator gets· himself busy in the sowing of cotton 
and fodde~ crops like }~'ar and gwar.1 }Ie manures 
his fields at this time of the year at\d ploughs his 
]and to enable it· to get more sun and rain. He 
finds an army of itinerant dealers and petty merchants 
in his village to inarket his little produce at competi
tive .rates which are hardly more than the cost of 
transportation and the m~ndi charges. He is well 
apprised .of the daily m~rket fluctuations in prices, 
. and if he thinks he can better utili.se his time on his 
farm, he will dispose of his produce in the village. 
The beopari generally pays cash after the produce 

. has been weighed by the village weighman or tau/a. 
According to the ·enquiries of the Board of 

Economic Enquiry, ·Punjab, and the Report on the 
Marketing of Wheat in India, about four-fifths of the 
wheat crop of the districts ·of Jullandar, Ludbiana 
arid Montogomery, wher~ means of communication 

1 Gwar is a Kharif fodder crop. 
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' 
and transport are well developed and the marketable; 
surpluses considerable, are sold by the · zamindars: , . 

or cultivators directly in the assembling markets .. 
As against this, in the Attock district in Northern 
Punjab where opposite conditions exist, the. propor
tion falls to an insignificant level. In the West of 
the United Provinces the wheat growing. area, of the 
province, about one-third of the produce is directly 
marketed by the cultivators. In the east· of .the 
United Provinces 'where rice is the main crop, the 
marketable surplus of wheat is. very small. . Partly 
because of it and partly because of the lack.· of nieans. 
of transport, the proportion of the produce directly 
marketed by the cultivator is much less. In the 
Central Provinces about two-thirds of the crop is 
directly marketed hy the . cultivators in the mandis .. 

The second c;Jass of agency, viz., cultivators 
who collect the produce of other growers, is no~ 
important. It is found in the Punjab, 'the ·Unite~ 
Provinces and the Central Provinces. It is generally 
the small cultivator who is free from his harvest ·ear
lier than other cultivators and ·who is fortunate 
enough to possess his own cart and bullocks. By 
frequent visits to the ~andi, 'he· ·gets familiar with 
market practices. If nothing else, .he gets at least · 
hire for his transport, and this profitably occupies 
himself. and his animals 1n spare time. 

The third agency, namely, that ofthe lapdlords, 
is. of some importance in the chief wheat produc.lng 
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provinces of the Punjab, the United Provinces and 
the Central Provinces. At places the landlord com
bines the function ~f money-lending as well. Land
lord-cum-moneylender is a dangerous person to the 
peasants. What he collects as rent from his tenant 
is· credited to his loan account and for non-payment 
'. 

of rent he :files a suit which may lead to. the tenant's 
ejectment from his land. He is, therefore, in a 
much stronger position to realise his debts than an 
ordinary' money-lender who. is required to have 
recourse to the civil courts . for recovery of his debts . 
.In the period of the world economic depression 
that set in in 192.9, when the prices of foodstuffs and 
other agricultural commodities fell to very low levels, 
the· landlords realised their rents in kind. In a rising 
market,· as in these days, · the cultivator does not 
like to part with his produce, but in a falling market 
Jte forces his produce on his creditors (the zamindar 
and the money-lender) who must have it if they 
are anxious to realise their dues. The landlord 
markets the produce of his tenant along with his 
own, generally in the mandi. 

The baniya is an important functionary of the 
village. He is a shop-keeper, money-lender, stockist 
and a trader. If a brass-ware merchant comes to the 
village to retail his wares, the paniya acts as a broker. 
He weighs the 'prodlJ.ce of the village, whosoever 
may buy. He is the .financial adviser of the village 
folk at all times. He co1Iects the produce at his s~op 
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as well as receives it in repayment· of his loans.· At 
times he makes purchases for cash even, particularly 
when he wants to store it for future consumption . 
or resale. The Wheat Marketing Report estimate~ 
that not less than one and probably not .more than 
two-fifths of the total Indian · crop passes through · 
the hands of the village baniya on its way to the Jar-. . 

ger assembling centres. In the Punjab, . however, 
owing largely to the better facilities for communi~ 
cations and marketing,· the proportion of sales in the 
markets by the baniya. was found to be about one
fourth only as against four-fifths in Bihar and Orissa 
and about two-fifths in the Central Provinces. ·This 
proportion. tends to increase where the village is at 
some considerable distance from a market. 

The itinerant dealer or beopari or pheriwala is a 
petty merchant who goes from village to village col
lecting wheat and transporting it to the nearby mandi, 

·in hired bullock-carts or on asses, poriies and camels. 
He is in touch. with the trend of prices obtain.fu.g, not 
only in the nearest mandi, but even· in the ·distant 
wholesale markets within the province or even out
side. 'A large number of l;>eoparis visits the country
side in the harvest season. This leads to ,~een com
petition among them. Besides the · petty_ merchants, 
ktfmhars (potters), telis (oilmen), and banjaras (a 
nomad caste) who possess asses ·or bullocks of their 
own, carry on this trade. Some of them prove 
cleverer than the baniya even : 'bawan budh ban£va 
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trepan budh teli' whlch means, while a baniya knows 
of s.z tricks, the tell knows of s 3· By constant 
visits to the mandis, they . get familiar with the mar-

- ket •practices and its functionaries. They get the 
same privileges and favours from the arhatiyas as the 
village shop-k~eper or ~aniya. Generally, the beopari 
pays cash on delivery except when he is well known 
to the seller o.r the in:termedia_ry in which case, he is 

- pennitted to pay soon after the sale of the· produce in 
· ~c- mandi. · The proportion of the produce carried 

by the beopari to the mandi differs so considerably 
in different parts of the country that an estimate wiU 
simply bt: misleading. 

There are two kinds of arhatiyas or adityas as 
they are called in Bombay and the Central Provinces 
-the kachcha arhatiya and the '{mcca arhatiya. The 
kachcha a·rhatiya acts as a commission agent between 
the seller o.r producer and the buyer in large 
mandis. Generally they do not purchase on their · 
o~n ac~ount. although there is nothing to prevent 
them from so· doing. 1n· small mandis, kachcha · 
arhatiyas purchase on . their own account more 
freely. In. the large mandis there is a distinct class 

· of dalals who go about securing orders- on -the basis 
ot samples .from large dealers or ·exporting firms. 
As a . rule carts are unloaded . on the pavement in 
froot of the arhatiya's shop. The prospective buyers 
visit these shops and make their offers. The bargain 
is always struck after some higgling between the 
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buyer and the kachcha arhatiya. In the Bombay' 
Prov:ince and Hyderabad (Deccan) the kachcha arha• 
tiya finances the producer and the beopari to ens.ure 
steady custom from them. • 

The co-operative commission shops or sale socie
ties for grains are not very pqpular in India. except in 
the Canal Colony dist.dcts of the Punjab~ Their func- · 
tions are si~ilar to diose of kachcha. arhatiyas or 
commission agents. In I935,- there were twenty-one 
co-operative shops in the Punjab of which as many as 

, seventeen were in the Canal Colony districts. These 
shops are registered under the Co-operative ·Societies 
Act, I9Iz. The metp.bers of these. shops ~onsist 
of landlords, cultivators, mortgagees or l~ssees of 
lands, or registered co-operative societies .. Accord
ing to the' \Yheat Marketing Report,_ there were 
3, 3 I 3 individuals and I, I oo societies affiliated to these 
ZI commission shops in I93h but the extent to which 
they availed themselves of the facilities offered was 
almost infinitesimal. Except one society at Arifw~la 
which has got its own building, all of them occupy 
rented shops. The capital of these societies is raised 

. by issue of shares to the members or by raising-lo~s 
from members or non-members. The management 
is vested in a committee with a small dire(:tbrate elect
ed every year. The day-to-day business is, however, 
conducted by a manager who is generally. a paid· 
employee of the society. To. stimulate him to work 
better, he is given a share. of profit at some places. 
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According to the same Report, the total quantity 
and ·value· of produce sold through all the co-opera.;. 
tive shops in the Punjab during 193z-33 and 1933-34 

. are -as follows : · 

Tons of Protil«1 sold Va/111 in 
Rs. 

I8,6I,IH 

The Report makes a special mention of "The 
Okara Zeniindars' Co-operative Sale Society, Ltd." 
From· the points of view of membership as well 
:ts capital and. the business trap.sacted at the society, 
it is by far the mo_st important institution of the 
Province. . 'Its membership consists of one credit 
sale society, three Government farms ~nd twenty
nine large landlords. It serves ·a radius of about I z 
miles round the important market town of Okara. 
It is claimed that about 14 per cent of the total wheat 
produced in the area served by the Okara market 
passed through the Society's hands in I 9 3, .' 

The Congress Ministry in . the United Provinces 
. encouraged co-operative shops for the sale of agti
cultural produce, but not much has been done so far 
in this province. So far, the co-operative societies 
haye done little in the marketing of agricultural 

. produce. Even in the Punjab where the number of 
shops is the largest, on}y about x,,ooo or 16,ooo tons 
of wheat or about half per cent of the average wheat 
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crop of the province is marketed by ti:ese: · societies. 
The marketing charges at these shops are smaller than 
at the shops of kachcha arhatiyas. We must also not 
ignore the fact that the co..:operative shops have forceg 
down the market charges of other arhatiyas as well by 
their competition. There is a cons~derable scope for 
development of marketing societies in this country a 

Pucca arhatiyas are at the apex of the marketing 
organisation, and village baniyas or beoparis at the 
base. They are generally firms of substantial means
and long standing. Many of them have branches 
in several of the leading mandis of the .country. 
They purchase for the mills and exporting agencies. 
They finance the kachcha arhatiyas who are a ·link 
between the producer or beopari on. the one 
hand and the pucca arhatiya on · the other. Pucca . 
arhatiyas are the chief stockists in mandis and as~ist 
in the assembling as well as the distribution of the 
agricultural p~oduce.. They act as agents for pur
chase of wheat for outside flour mills. In the pro
ducing centres, they collect whe3:t and store it against 
future demand whilst in the consuming centres they 
distribute to the retailers as they are the chief whole-
sale dealers in grain. ; , 

Markets. Wheat markets may be classified into 
the fol)owing four groups : . 

- ( 1) Primary village markets. They are generally 
· held periodically and include penths,. hats, ghandis 
and faits. · They function as primary assembling 

z8 
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centres of the produce of the neighbouring villages 
as . well as final retail distribution markets. The 
days of penths or hats are so· arranged that itinerant 
dealers can visit the neighbouring markets. They 
come in direct contact with the village producer who 
_brings his produce very often to barter with cloth, 
utensils, ornaments· of cheap metals, kerosene oil, 
etc. 

(2) Secon~ry Markets. They are held daily and 
ln the season, there are good arrivals of produce 
in them. In the Punjab and the Western districts 
~f the United Provinces a number of fairly-good man
dis exist practically in every district. Kandla and 
and Shamli (Muzaffamagar), Deoband (Saharanpur), 
Khatauli, Baraut (Meerut), Sikandrabad, Dankaur, 
Khurja (Bulandshahr), are some of the ·important 
se~ondaty markets in the West U. P., where, 
in each one of them, thousands of maunds of wheat 
is collected every day, Their organisation is simi
lar to that of the principal mandis or mar~ets which 
we consider below. Wheat is stored· in khattis and 
kothas in every one of these mandis. At some of 

. these places, we ·find Pay Offices of. the Imperial 
Bank. of India or the Allahabad Bank, Ltd. These 
mandis collect the produce from the primary mandis 
as well as from the villages generally within a _radius 
of I 2 to I 5 miles. Most of the produce assembled_ 
is transported by rail or road to the principal mandis. · 
Some Lf these mandis have their Chambers of Com-
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merce which regulate speculation . and lay down 
rules and regulations for the conduct of business- in 
the mandis. 

(3) Principal M;rkets or Mandis are the · large . 
wholesale markets in every province. -In the· season 
wheat :flows to them not only from the neighbouring 

· mandis but even from distant markets. For example, 
large consignments of wheat arrive- in the Hapur 
mandi, not only from the U. P. :markets, but even 
from the Punjab. .Atllritsar, Lyallpur, and Lahore in 
the Punjab and Hapur, c;ihaziabad,_ Muzaffarnagar, 
_Chandausi and Cawnpore in the U. P." are some of the 
leading principal ttlatkets . of wheat in Northei:n 
India. _In fact, there is no clear-cut division between 
the secondary markets · and the. principal markets~ 
Quite a large number of secondary mandis- store large. 
amounts ot wheat and transact future business. Some 
of them have their own Chambers of .Commerce or 
trade associations. For all ptactical purposes; the 
principal markets, and some of the .seconda,ry mandis 
too) can be cJ:lara~tetised as regulated markets. The 
local associations or panchayats regulate business in· 
these mandis. As ~ result of these organisations, 
the market charges and practices have been standar-
dised.. Although there is · no represe.O.tation of pro
ducers on these committees, it must be said to their 
credit that the charges have been b_rought down ·and 
the· malpractices are minimised. 

(4) Terminal Markets. These are· the markets 
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at the ports of Karachi, Bombay and Calcutta which 
are concerned with the export trade as well as with 
the internal distribu_tion. · ·on arrival at the potts, 
wheat is stored temporarily in large. godowns or 
sbeds or warehouses owned by the port authorities· 
in close proximity to the docks before it is removed 
to. private godowns or railway sheds for distribution. · 
The shops and offices of the merchants at Karachi 
are located in the neighbourhood of Bunder Road, 
while theit stocks are usually at the Thola Produce 
Yard about a mile away; or at Kiamari, three miles 
off. The Karachi Indiail \. Merchants' Association 
possesses a commodious hall for the conduct ot spot 
and forward transactions. Still, more business is 
transacted on the telephone than _by personal contact. 

In Bombay there are five markets instead ot a 
centralised . one as at Karachi in which grain and 
oilseeds are ~aded. The spot market is concentrat
ed round Dara· Bunder. The Grain Merchants' 
Association, one of the oldest institutions of its kind 
in India, the Mai:wadi Chamber of Commerce and 
the Grain and Seeds Brokers' Association are lead
ing trade associations for organjsing "futures" trade 
in wheat. 

In Calcutta large stocks of whea~ are stored at 
Kidderpore. At Howrah the Railway Company has 
provided a shed where brokers meet to transact busi
ness on the basis of samples. They are permitted 
to draw from the consignments of wheat at the 
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station. The hours of business in this market are 
from 4 p.m. to 5. 30 p.m. The Calcutta Grain, 
Rice and Seeds Assoda~on, and the Indian Produce 
Association are the leading trade associations in 
this produce exchange. 

Mdrketing Practices. In· the majority of cases 
market practices are governed by mercantile usages . 
and traditions. Except in details, there are -no 
broad differences either in marketing charges or 
practices between_ one mandi ·and another. The 
same systems prevail practically itt every province 
and every State except where the markets are regula
ted by law as in the Central Provinces arid Berar or 
the Hyderabad State, or are stand,rdised owing to 
the activities of the Chambers .of Commerce . or· 
Trade Associations. One finds the same function
aries and the same practi~s aqd charges practically' 
in every mandi except that the charges in bigger 
mandis are smaller and malpractices fewer owing 
to the .keen vigilance. of market committees. But 
in most of our mandis the same old and ill-defined 
customs and usages prevail.· 

In the marketing season the kachcha arhatiyas 
send out their touts or servants to receive 'the sellers 
outside the town and assist them· at the octroi office. 
In some places like Delhi,' the arhatiya's man pays 
the toll or octroi on behalf of the seller, to b~ adjust-' 
ed in his ac~ounts after the sale of his produce. The 
terminal tax at some places is very vexatious and 
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inequitable. For example, at Bulandshahr in U.P., 
they ~arge according to conveyance-say one anna . 
for a man's load, four annas for a pony load and one 
rupee for a cart load. Now, this load may be of 
anything, say wheat or cotton or even cowdung. Fur
ther, whether the cart may contain four maunds or 
forty maunds, the duty will be· the same. It is 
sitiiply absurd, and cannot be justified on the ground 
of convenience· in collection. . In most cases the 
owner of the produce has to pay haq or mamuli ·to 
the octroi staff. 

As a rule, business hours in the Indian mandis 
commence a litde after the sunrise·. By noon the 
sales and deliveries at;e · completed and . the after- · 
noons are devoted to the setdement of accounts . 

• Methods .of sale. Sales of wheat are effected in 
one of the three following ways: 

1. Under cover or_ cloth; 

z. By auction ; and 

3· By private treaty or agreement. 

The :first system prevails practically throughout 
the country and at many ot _the largest markets in 
Northern India, such as Lyallpur and Amritsar in the 
Punjab and Hathras in the United Provinces. It is 
also the normal method ,of effecting sales in Indore 
and certain districts of the Central Provirl.ces. The 
rates urider the purdah system may be setded either 
by a single bid as in some of the. Central Provinces . ,. 
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markets or by repeated bids as in the Punjab and 
some other places. .. 

In the auction system the athatiya or broker 
invites bids for the produce· and the highes~ offer 
is accepted as in other auctions. This system pre
vails in the South of India ·generally, in the large 
markets of the Westem United Provinces, ·e.g., 
Hapur, Muzaffarnagar, etc., and in some of the eas~ 
and central districts of the Punjab, such ~s Feroze~ 

· pore, Moga, etc. This pract!-ce is also found : in the 
C: P., Rajputana and Central India. In some of the 
markets, e.g., Drug and Rajnandgaon, in the eastern 
parts of the Central Provinces, there are_ two auctions, 
the first carried out by a market official-representative 
of the municipality-who auctions each heap to the 
dalals and brokers. When ~11 the heaps have been 
.sold in this manner, a second auction takes place; 
thls time each broker auctions his own purchases to 
other buy~rs.l 

Under the open bid system, individual buyers 
may come at any·time convenient to them and make 
their. individual offers. The kachcha arhatiya may 
or may not accept any one of ~em. This practice 
is common in Delhi, in northem .Parts qf 11;1e ·Punjab, 
at Muzaff~rnagar, Agra, ~awn pore,· Benares, Luck-. 
now and most of the other consuming cerit1es in the 
United Provinces and in the sm:iller markets of. the 

1 Report on the lr!arketing of Wheal in India, p. 149· 
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Central India, Rajputana, Bihar and Sind. In 
Hyderabad (Deccan) the last two systems are com-.. 
man. 

It is difficult to say which of the systems indi
catec;l above is the best. Each system has its own 
merits and defects. The advocates of the cover 
system claim that the buyers who do not know 
each others' bids offer the maximum rates to which 

-they can go. As against this, in the auction sy~tem 
· they know each others' bids and onlt gradually im

prove offers. But if the arhatiya is dishonest he can 
cheat· the seller who is ignorant of the bids under 
·cover. Generally, it does not so happen. In the 
larger wheat markets of the· Punjab the cover system 
is the most cqmmon. This system would be 
found reasonably satisf~ctory if the final rates at(! 
openly announced at once, as· is the practice in some 
of the Ce1;1ttal Provinces markets. • 

Besides the above systems, where sales are made 
of individual lots there is . the practice- of "dar a 
salesu for wheat and other grams in · the canal colony 
markets of the Punjab and in some ot the principal 
mandis of the United Provinces, e.g., Hapur, Ghazia
bad and Muz.affamagar. It saves time and bothera
tion of the arhatiyas as well as the large buyers who. 
store wheat in khattis and kothas, but it d_efinitely 
discourages the production of good qualio/. The 
arhatiyas, as a rule, fail to make adequate distinc
tion between the best and the worst . qualities. 
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They can also favour special cUents secretly. 

The basis of sale in the case of· wheat sold in 
the market may be subj~ct to :-

(a) the removal of dirt and large impurities 
by rulai, i.e. cleaned wheat; 

(b) fixed deductions (karda) for dirt, accord
ing to usage which may be made either 
before or aftet price fixation; 

(c) variable deductions settled after the goods 
have been visually examined for refrac
tion and general appearance; and 

(d) dhalta or dane (weighing allowance). It .. 
varies from ! seer per maund to ~ seer per 
maund. Mostly it is ! seer per maund 
except in Bihar where it is ~ seer per mauhd.1 

We have already discussed the marke~ function
aries and market charges under agricultural marketing. 
It should suffice here to give the following s"l!mmary 
taken from the Report on the Marketing of Wheat 
in India to have a comparative idea of the market. 
charges !a the various parts of the country. . 

"The general position in regard · tar the total 
market charges per Rs. xoo as shown in Appendices 
XXJll to XXX may be summarised as follows:2 

1 Wheat Marketing Report, p. I p 
2 Ibid, p. 165 

2.9 
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. 
Minimum Maximum Average 

' 

I Rs. a. p. Rs. a. p. Rs. a. p. 
I •. Punjab-

(a) Colony Markets 2 I 3 3 u 3 1 1' 1 • 

-
(b) Non-Colony Mar-

kets· •·. .. 1 4 6 ' 6 3 3 l1 ' --
%. United Provinces-

(a) Western Markets 2 7 0 4U 3 3 8 0 

(b) Central and East-
-. ern Markets .. 4 14 3 7 13 0 6 u ll . 

3· Central Provinces .. 1 ll 6 7 7 1 4 10 8 
4· Bihar & Orissa .. 2 4 0 

' ll 
6 3 8 7 ,. Bombay . . .. 3 l' 9 6 ' 4 ' % 10 

6. Sind .. . . . . 3 9 9 6 .0 3 4 13 0 

7· Hyderabad-
(a) Regulated Markets .z. 3 6 3 % 4 %II 6 
(b) Unregulated Markets f I' I ' I 8 3 3 0 

_ ... 
Prices. Wheat is a commodity which is widely 

produced and widely consumed. It has an interna
f:ion3,1 market. For such a commodity, in theory, 
there should be "world price" to which the prices of 
wheat everywhere should be related after allowing for 
quality, cost of transportation and the time factor. In 
actual practi~, it is not so~ There are so many faCtors, 
like restrictions on imports and exports, tariffs, quotas, 
etc. _that a world price is an impossibility these days. 
Even the internal prices at the same place show serious 
differences when one compares · th~ official and trade 

~ 
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... 
prices. Little reliance can be placed_ on official · 
prices. 'In one Tahsil the work of collection of 
prices was entrusted to ~ menial.' The, official class 
regards this kind of work with contempt and, there
fore, pays scanty attention to it. 

Seasonal variations of · ptices are a common 
feature. It is due partly .to geographical factors and 
partly to the economic laws .of supply and demand. 
There is a steady fall of prices from January-February 
to April-May. This fall is estimated to be abou·t 
19 per_ cent in some of the leading markets as the 
harvest reaches its height in April or May. Then 
the prices recover a little upto August-the period 
of monsoons. Again there is a general drop bet
ween August and September, to be followed by 
steady rise in the last three months of the yeru:. The 
fall from January to April is due to the sellin:g pres
sure of the stockists who are anxious to• clear their 
stocks of khattis and kothas before the arrival of the 
new crop. In April and May the cultivator puts 
large stocks of wheat on the market and consequent-· 
ly this further sags down the market. During the 
monsoon months arrivals of wheat in the mandis 
drop down. to the minim~m owing to' bad and 
inadequate means of transportation and risk of 
damage to the produce by rain. Prices, therefore, 
recover partly during these months. 'The general 
fall in September appears to be due to the reopening 
of village communications and to the tendency in 
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large assembling centres to .release stocks which in 
many instances have been hedged in the September 
position in the markets of one or other of the. various 
"futures" trading associations.' The improvement 
in the last three months of the year is due to increas
ed consumption of wheat and wheat products. If 
proper facilities of storage. and finance are provided 

_ to the cultivator through co-operative societies he 
will not be forced to sell his stock immediately after 
the crop is harvested. Again, transport difficulties 
during the monsoon also compel the cultivator to 
sell his produce before the rains commence. 

Variations in prices may as well be due to diffe
rences in quality and ·type. White wheats, for 
example, command a prerni~m of about two annas 
per maund over red wheats almost everywhere in 
the country except in certain parts of Rajputana and 
the neighbouring country. Again, soft wheats are 
at a discount of about 5 per cent over hard (sharbati) 
wheat. Durums (kathia), the hardest . type, enjoy a 
premium of 8 to I z annas a maund over other 
wheats in Central and Southern India. In Northern 
India Sharbati wheat is liked most and commands a 
premium over all other qualities. Calcutta import
ers prefer Chandausi wheat which is very much in 
demand in the United Provinces as well. 

In the organised markets price-s are closely related 
and they move up or' down simultaneously or in 
sympathy with one another. The prices, ruling in 
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the terminal markets at the ports of Karachi, Calcutta 
and Bombay and at Lyallpur in the Punjab and 
Hapur in the United P~ovinces, the two large 
assembling markets, react together and move on~ 
way or the other simultaneously. It is because . 
they have good facilities of ·transport, communica
tion, storage, financing and above all, of adequate 
facilities of speculation and futures trading. By 
arbitrage dealings prices can be brought in harmony 
in different markets. Prices in the secondary 
man dis. follow the trend of prices in the principal 
mandis and ultimately this reflects in the village 
prices. But in the case of unorganised markets 
prices vary considerably which is not justified by 
transit charges and time element. T~s indicates 
the need for a better system of market intelBgence. 

Market Information. It is desirable that the 
grower should be kept well informed of the course of 
market prices. In this connectiqn, first it is necessary 
to collect proper and correct information and then to 
pass it over to the grower. At present he depends on 
the baniya or hearsay reports .. Recent developments 
in the way of broadcasting market prices through 
village radio sets have been found ·usteful. The 
official prices are of no value ·to the grower or 
even to the trade. Firstly, they are unreliable and 
secondly, they are generally issued ]ong after ·the 
events recorded have actually taken p1ace. They 

• 
are, therefore, of historical and- academic interest 
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rather than of practical value to the trade or large 
growers. The Indian Trade Journal, published by 
the . Department of Commercial. Intelligence and 
.Statistics every week, gives a wide range of com
modity quotations as well . as trade movements. 
·These prices are obtained from Chambers of Com
merce or from market reports that appear from time 
to time in trade periodicals. The Journal also pub
lishes the all-India crop forecasts in detail by pro
vinces and States, as well as weather and crop re .. 
ports. The five all-India forecasts of wheat issued 
fro~ Calcutta by the same Department are . publish
ed on or about the 31st January, 15th Marc~, .zoth 
April, ;oth May and the 1oth August every year • 

. Besides this weekly Journal, the Government pub .. 
lishes monthly 'Rail and River-home Trade of 
India' and 'Sea-home Trade of India.' 

Another agency is the daily press or weekly 
journals like 'Commerce' from Bombay and 'Capi
tal' from . Calcutta. Prices published in the trade 
press are not quite intelligible to the ordinary 
reader who may be unaware of the weight of the 
unit quoted, or·of the quality or grade, or the amount 
of refraction on which the quotation is based. Again, 
there is a good deal of confusion in price quotations 
in different markets. For example, in Karacbl whole
sale prices are quot_ed in terms of rupees per candy 

.. (6s6 lbs.), in Bombay per cwt. (tt.z 1bs.), in other 
places in maunds which may be of 8.z .z/7 1bs. or may 
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not be that much. In Calctitta the bazaar mawid 
is of 82 2/15 lbs., and the Imperial or Railway maund 
is of 82 2./7 lbs. In Chan~usi, an important mandi 
of wheat in the United Provinces, the maund is of 
5o seers in contrast with the 40 seers of the Imperial 
or railway maund quoted at other centres~ In the 
retail trade, price is generally quoted in terms of 
seers (2.057 lbs.) per rupee, but the buying seer in 
some cases may be heavier than the selling seer •. 
This gives the retailer scope for charging the poor 
consumer a little higher. by manipulation of the :rates. 
SometlUng must be done to put price quotations· 
in all markets on a comparable basis as the ·existing 
system of price quotations is simply confusing. 
It can be achieved by standardising the system of 
quotation. 

Quality. Quality is an important factor in deter
mining prices. As regards wheat, the most important 
factors are (a) impurity content, known· as khad, or 
refraction; (b) bushel and kernel weight; (c) nature 
and structure ofthe kernel; (d) moisture content; and 
(e) protein and gluten content. Merchants in India 
lay the greatest emphasis on Khad or refraction and 
the general appearance of the grain which' is often 
subject to wide interpretation by the contracting 
parties. 

· Refraction or khad is a term applicable to the 
impuritj contents of the produce under sale. It 
may include one or more of the following: 
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(1) Dirt, stones, Jumps of earth or any other 
kind of foreign matter, including oil
seeds and non-food grains; 

(iz) Barley or other food grains like grams 
or peas; 

(ii1) Damaged or 'touched' grains; 

(iv) Shrivelled or immature grains; 

. (v) Weevilled grains ; 

(v1) Mixtures of red wheat in white. 

The following ·tablet gives the total average 
proportion of all kinds of refraction found in the 
wheats of the various provinces . and States in 
India:..:..... 

Punjab-
Canal Colonies 
East and. South 

east 
South and South 

west 
North 

United Provinces-

% 
6.,x 

8.79 

Western • • 7.6I 
Central 6. s6 
Eastern 6. 6 I 

Central Provinces • . Io. 34 
Bombay • • • • 3. 90 

Sind 
Bihar & Orissa 
North West Fron-

% 
6.14 
6.68 

tier Provinces • . I o. o6 
Bengal 8. 2.7 
Rajputana · Io. 98 

• Central India .z. 7I 
Hyderabad Deccan • . I4. II 

Grading. Sufficient attention has not yet been 
paid by the State or the trade to the gta~ing of wheat 
as to the grading of cotton. Since the passing_ of the 

1 Report on the Marketing of Wheat in India, p. I 8 I. 
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Agricultural Produce (Grading and Marking)· Act of 
19 3 7, something has been done by various Provin~ 
cial and State governments, but mostly their activi
ties have been confined to the grading of ghee, eggs, 
rice, hides and skins, etc. Wheat is not properly 
graded anywhere in India as it is. done, say, in Canada 
or Argentina. Wheat may be _graded with respect 
either to quality and type of the grain proper ~r 
to the quantity and quality of the k.arda -or khad.or 
refraction mixed up with the main cereal .. The· far
mer separates the improved variety from· the inferior 
ones· and so does the retailer. But the wholesa).er · 
and the stockist encourage dara or fair average qu~ty. 
The following . rough and teady system of classifica
tion is adopted by. the wholesale and retail trades in 
the Bombay Presidency .1 

Quality Factot' Grade No.. I Grade No. 2. Grade No. 3 ... 
Colour and lustre ... 

U~formity of kernel 
SIZe. 

Presence of mottled 
. grains of uneven 
structure. 

-

. Good and 
lustrous. 

All grains 
uniform 
and bold. 

Negligible 

Refraction, e.g., dirt, - I to 2. per 
chaff and other cent. 

' impurities 

Dull . • • • D'Qll. 

All grains Grains not 
uniform. uniform 

2. to 3 per 
cent. 

' 
4 to 5 per 

cent .. 

1 Wheat Marketing Report, p. 184. 
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· · Standard-Contracts. In markets possessing regis
tered Trading Associations transactions are effected on 
a standard basis. These associations provide all parti
culars of sales, viz., the qualirr, the unit of sale, the . 
term of delivery and of payment, etc .. In case of devia
tion from quality, they provide rates of discount and 
premium in case of mutual or reciprocal contracts, but 
it is not always so, e.g., the . contracts in vogue at 
the mandis of Ludhiana, Chandausi, Muza.ffamagar 

- and Calcutta are of non-reciprocal nature, meaning 
thereby that the seller will not get any premium if the 
refraction in . the grain supplied by him falls below 
. the tolerance limit. There is no ucifo.tmity in these 
contracts as regards basis of refraction, free toleran
ces, months of delivery, units of sale, cover or margin 

• 
money, settlement dates and conditions regarding 
·delivery, payment and arbitration, etc. Sales on the 
basis of standard contract are of two kinds, (a) Ready 
and (b) Forward. 

Ready sales on the basis of standard contract 
are confined to places where wheat is stored in 
khattis or· kothas, e.g., Hapur, Ghaziabad, Chandausi 
and Muzaffamagar in the United Provinces, and 
Amritsar, Lyallpur, Gojra. and Sargodha in the 
Punjab. Hapur was the first market. to form a 
Chamber of-'Commerce in the United Provinces for 
this purpose. Under its rules, every khatti, when 
filled, is required to be registered at the Chamber, 



WHEAT 

giving full address or location of the khatti, its 
weight and serial number according to the . account 
books of the filler toget4er with the number assign
ed to it by the bank, if it is pledged. 

Mter verification, the Chamber fixes· its seal on 
the form of sale, called langot, which signifies that 
the particulars given on the form are correct. On 
the basis of this form or langot, the khatti is sold to the 
intending buyer, and -full pa~ticulars of the sale 
including the prite are entered on the fo~m which is 
now passed over to the purchaser in token of the 
transfer of ownership. The purchaser has the option 
to pay 2. 5 per .cent of the price, and mterest on the 
balance at the rate of 9 per cent till the final settle
ment, or pay the full price. In eithe~ case, he is 
entitled to resell the khatti' and the new purchase~ 
acquires the same rights. · This process can go on 
ad infinitum. Whosoever. ~ltimately'• possesses the 
form ~f sale can claim delivery of the khatti. Dur
ing the process of sale a·nd resale, the khatti: remains 
in possession of the original seller who is responsible 

, for any damage to it by water entering from the 
bottom or sides. But the purchaser will suffer 

t I· • 

the loss due to bhagar (infected or stained wheat). 
~e has, however, the option to demand delivery 
any time. The contents of .the pits in all these tran
sactions are taken to be standard according to the -
rules of the Chamber. No party to the sale or resale 
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-
. examines them before delivery. Hat the time of the 
delivery~ the c~ntents are found to be above or below 
the- standard of the Chamber, premium or discount 
is payable. Contracts entered into by the mills or 
by exporters at the port with sellers in the organised 
ttlandis · are also based on standard contracts. A 
short description of each one of them is given below. 

· .'Afills' Contracts. These are the contracts between 
the· trade and the ·_milling companies. They are 
similar in essentials but differ here and there in details. 
Th~ terms of the contract cover the quality of the 
deliverable goods~ the quantity, the price and the 

. source of origin of i>the produce. They als9 include 
the ~d of baggmg, the me~od of delivery and 
payment and the amount of refraction which may be 

· tolerated ·by the buyer. Provision is also made for· 
arbitration to set~e disputes, generally according to 
the rules agreed upon between the parties. In case 
of non-delivery, th~ buyer is given the following 
options: 

(a) to cancel the contract in so far as it is 
unfulfilled; 

(b) to repurchase in the local market or else
where, at current market rates, such quan
tities as were undeliverable, the seller he

. ing responsible - for any loss suffered by 
the buyer; 

(c) to charge, the seller with the difference 
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between the current and · the ;agreed rates, 
or 

(d) to grant an e~tesion for the completion 
of the contract. 

Generally the· buyer advances So per cent of the 
invoice price against a clean Railway Receipt, al
though a number of mills advance upto 90 .per cent 
even. 

Export . Contracts. Like. the Mills'. Con~~acts, 

these contracts also give particulars of ·quality, quan-. 
tity, price, ~elivery, payment and ·mode of packing, 
etc. A special feature of the contract is the acceptance 
by the seller of the l;myer's -~ight and analysis 
of the goods railed by him to the shipper at the port 
of loading in consideration of which he may generally 
have received an advance of So to 90 per cent of the 
value of the consignment either from the shipper or 
from his up-country agent. The bal~~ce i~ paid after 
the goods have been weighed, analysed and approv
ed by the buyerA Wheat for export is usually packed 
in brand-new B-twill gunnies of 2! lbs. each measur
ing 44" X26&". The limit of free tolerance is laid 
down in the contract and in case of the admixture 
being in excess of the am9U:nt of free tolerance, the 
buyer is given the option to accept the goods w!th 
extra allowances, or get them recleaned at seller's 
expense or reject them and claim loss from the seller. 
In case of the refraction ·being. less than the free 
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tolerance limit, the seller is entitled to no premium. 
In other words, the contract is of a non-mutual 
character, which is not ·desirable as it discourages 
the incentive on the part of the seller to supply clean 
produce. The seller must pay if the amount of 
refraction is found more than the tolerance limit. 
But he must also get premium for the cleanliness of 
the produce. The contract also lays down the 
options resting with the buyer in the event of failure 
to deliver or of short delivery or of rejection. ·These 
options are, more or less, like those given above under 
Mills' Contracts. Goods are despatched at sellers' 
. expense and risk. in wagon-loads and the Railway 
Receipt is made o'ut in the name of the buyer, both 
as consignor and consignee. Under contract buyers 
have the right to weigh the .whole lot or be content 

. with the customary average weighing. Goods are 
guaranteed to be delivered in dry, sound, and mer
chantable condition, free from damaged and touched 
grain·s: In case of any dispute, reference may be 
made to two arbitrators to be appointed one by. each 
party from amongst the members of a spedfied 
Chamber of Commerce at the port concerned. 

Forward Sales or Badni Ka Satta. It is not possible 
to give the procedure of forward sales followed in 
every wheat market. We select Hapur, one of the 
leading inland wheat mandis for illustration and give 
a detailed account of the procedure followed in this 
matket. The deals or saudas are negotiated by bro-
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kers or dalals. On the settlement of the bargain, the· 
parties sign the Forward Contract Agreement Form in 
the books of the broker. The standard unit of sales 
is 2.5 tons (average capacity of a khatti). Every deal 
is registered at the office of the Champer which 
demands Rs. 1 5o per unit of transaction from each 
of the parties, i.e., the purchaser and the seller. This . 
amount is meant to cover the loss in case any of the 
parties to the contract backs <?ut. If the price fluc
tuates by two annas per maund or more, the Cham- · 
ber demands a fresh cover from the party liable to ... 
pay. In case, however, the pric~ returns to the ori-
ginal level, the sum is returned to the party concern
ed, but the initial deposit of Rs. 150 from each party 
remains with the Chamber upto the final settlement. 
If a party that has sold Ioo units bargains to purch~~ 
1 oo units in. the same month, the Chamber wi.lJ. no(· 
demand fresh cover on the new deal because the se
cond transaction serves as a kind of hedging and 
minimises the risk very considerably. In fatt the 
parts can withdraw the deposit money. 

The months of delivery vary from. association 
to association. At t4e ports, the merchants follow 
the calendar year, but· in the up-country towns, 
Vikrami Samvat (a Hindu calendar) is invariably 
used. 'The months of delivery vary from two in the 
case of Calcutta to eight at Karachi. As a nile, the 
majority of the up-country exchanges. have adopted 
six months of delivery although there are a few with 
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" four~ as for example H~p~r and Chandausi, and five 
as at Lyallpur. Apa.tt from othe.t disabilities, this 
forms an obstacle to the dissemination of market 

. . -
information.' The months of delivery in the Hapur 
market for Badni lea salta are: 

(1) ]eth (May-June). 
(ii) .. Bbadon (August-September). 
(iii) Mangsir (November-December). 
(iv) Magh (January-February). 

The final date of settlement is the· last date of 
the. Hindu month: Although both parties to a deal 

·~have the option to press delivery in kind, usually the 
cot)tracts terminate by settlement of accounts. The 
seller can serve a:notice on the purchaser between 
the xst and the z,th, while the purchaser can similarly 
;jive_ notice to the seller between the x6th and the 
2.7th of the month of delivery. These notices are 
served through the Chamber. In case none of the 
parties has desired delivery in kind, the Chamber 
closes;the accounts on the last date of the month. 
The gaining party is paid its profit by the Chamber 
out of the deposit of the other party and the balance 
is returned to the losing party. The price on the 
last date of the month is fixed by the Chamber in a 
meetiPg of its members on that day. _ · 

_ •. )be Chamber registers contracts of its members 
only :.• Outsiders can . only deal through members 
who are arhatias in the mandi. Like the Chamber, 
these member-arhatias take an advance of Rs. 1 5o 
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. per unit from each customer-buyer or seller; but they 

deposit advance. with the·· Chamber only for the 
balance. For example, an arhatia_. sells_ 20 units and 
purchases 2 5 units on account of his customers~ He: 
will receive advance for 45 units, i.e., 45 X150 = 
Rs. 6,750 from his custome~s, but he will deposit 
only Rs. 750 with the Cham?er, i.e., the tov~r merely 
for 5 units. He cari utilise Rs. 6,ooo in trade or on 
interest as it suits his convenience. . Besides the 
advance, a dealer is required to pay the following · 
charges on each unit of 2 5 tons : · 

Commission to the Arhatia .. 
Commission to the. broker .. 
Commission to the Chamber 
Charitable Dispensary 
A. K. Pathshala ~: 

Gosh ala . . 

li •• 

. . 
. . . 

• 

Rs. a. p. 

.... 
5 0 0. 

I . 0 0 . 

0 t' 0 

.. · o· o . i 
... 
.. 

0 0 3 • 
0 0 .6 

Rs. 6 z o 
;~... . 

The Mahavir Vyopar Mandai, Ltd., is another 
·association, similar to the Hapur Chamber of Com
merce. Here the unit of transaction is of zoo maunds, · 

/ 

otherwise the rules are, more or less, alil}c;:. 
Besides acting as bull· (tejiwala) or -bear (Mande

wala) when the speculators take full risk of the fluctua~ 
tions in prices in a given period, sometimes they. deal 
in options only. An option is a right to buyor sell 
certain goods within a fixed time at a· price settled at. 

31 
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the time the option is given. The giver or seller of 
an option (called option dealer)" receives from 
the purchaser of the option a fi."'\:ed amount by way of 
premium (known as option money). 

There are two kinds of single option-the call 
option and the put option. The 'call option' gives 
the right to buy or not, at the choice of the option
holder, at an agreed future date a certain commodity 
at an agreed price, which is known as the 's.triking 
price.' The 'put option' gives the right to sell or not, 
at the choice of the option-holder, at an agreed future 
date a certain commodity at an agreed price. There 
is also the double option ('put and call option') 

. which gives the. right either to bu~ or to sell, at the 
choice of the option-holder, a certain commodity at 
~n agreed future date at an agreed price. In Indian 
market language option dealings are known as 'Tfj.i
Mandi transactions.' Tfji-ka-sattda is the equivalent 
of call option, and to buy a 'call·option' is known as 
'Te.Ji Iagana', and to buy a 'put option' is 'Mandi Iagana.' 
The double option is known as 'Nazrana ka sauda' 
and to purchase nazrtJ"'la is called 'Nazrana Iagana.' 
The person who buys an option is called 'Teji, Mandi 
or N azrana laganen•ala'; while the option dealer is 
known as 'Teji, Afandi or Nazrana khanezvala.' This 
terminology is used not only in the wheat markets, 
but in all the grain and other markets in India. In 
option deals, the risk is limited to the option money. 
All these contracts are based on standard contracts. 
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As a result of discussions at an informal conference 
that took place at Delhi in ~936 ~etween the represen-

. tatives of trade and the Centr~l Marketing Staff 
a ·contract was drawn up as a compromise between 
various standards now in vogue in this country, a 
summary of which is given ifl the following. table:-

. . . 

Summary of suggested standard.contract termst . 
. . . 

I. Dirt, including non-food grains or , other 
extraneous matter:-
Basis I~% · Mutmil ·allowances at c~ntract 

price up to 3% 
Over 3% .. ·· Do~ble· allowance plus· clean

ing charges.: 
II. Barley, Pulse andfor other food grains

Basis z% Mutual allowances at· .half the 
contract price · upto · 4% · ~ 

Over 4% and upto Io%: ~:.:'fo be allowed 
for by seller at full contract price .. 

Overxo% :. Buyer's option to reject. : 
III. Damaged and slightly · ~amaged ("touched" 

and discoloured) grains- ~ 
(a) Damaged (i.e., grains internally .disco

loured)·:-
· Basis I% Mutual-below r% the buyer 

(in respect of all damaged 
· grain present) and the seller 

in respect of the difference 

1 Report of the Marketing of Wheat in India, pp. 194~95. . ' . 
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between the basis and the 
actual content of damaged 
grain may claim allowances 
at half contract price. 

'Overt% • • To be allowed for by seller at 
full contract price: 

(b) Slightly ·damaged (i.e., grains externally 
. discoloured)- · 

Basis i% 
Overt% 

IV. Shrivelled-

Basis t% 
Over-t% 

V. · Weevilled.:__ 

April to July 
August to 

September 
October 

. • • Free~No allowance. 
• • To be paid for by buyer at 

3 /4ths of the contract price. 

• • Free-No ·allowance. 
• • To be paid for by buyer at 

3 /4ths of the contract price. 

Basis Buyer's optio!l to reject 

•• Nil 

.. i% 
t% 

Over z% 

November x!% 

Over z!% 
Over 3% 
Over 3~% 

December · to 
M h 0/. arc • • 2.;o • · Over j% 
Free tolerance-no allowances-up to basis per

centages-differences between the basis and 
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the rejection limit to be paid for at half the 
contract price of sound wheat. 

VI. Red Wheat-

Basis xo% . . Mutual . 
Excess or deficiency ·to be 
allowed for · by -seller or 
buyer respectively at I pie per 
c~nt per unit. 

VII. Tenderable Wheat-
The wheat tendered shall be any white wheat 

produced in India other than durum or white 
· seoni as grown in the Central Provinces or 
derived from stations in the United· Provinces· 
south of Lucknow ·and Cawnpore. . It shall be 
the current season (specified) crop. The 
wheat shall be sound, plump, clean, matured, 
dry and in merChantable condition weighing 

" not less than 6o lb. per bushel. Wheat which 
contains injurious or poisonous s~eds and has 
a musty or sour odour shall be liable to 
rejection. 

VIII. Unit of Weight-

Prices shall be quoted in terms of', the Imperial 
_Maund of 82.-2./7 lb. (82.~2.85 7 lb.) 

Additiona' terms for ''futures" contracts 

(I) Minimum weight unit of each 
contract .. • • 500 mds. 
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(2) Delivery months •• • • May 

•• July 
•• ~eptembet 

•• Novembet 
• • Januaey . 
• • March 

The date of delivery in each contract month in 
up-coUn.try exchanges to ~e 1' days ahead of the 
cotte~ponding date in port Exchanges. 
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Cotton is one of the most important commercia. 
crops of India. Among the list of exports of raw . ' . 

materials, it has always occupied t~e place of honou~, 
except s4tce 1940-41 when tea surpassed it owing to 
its abnormal demand for the army and the los~ c;>f 
some of the important markets, like Japan and: 
Central Europe, for exports . of cotton.· Japa~ has 
been India's best market for short-staple cotton. 

, With the freezing of her .assets in August, 1941 and 
her declaration of war against the British Empire iri 
December of the· same year, there was a· complete 
stoppage of our exports to that couritry. Luc\iltfo.t 
the cotton grower, the consumption of Indian mills 
has increased considerably, but it could not compen-
·sate for the loss of foreign inarketS. · The carry
over on September I, 1941 was estimated at l:,75o,ood 
bales of 400 lbs. each. To help the grower the 
Go~ernment created a special fund out of an addi
tional duty of one anna per lb. on imported cotton. 
In case of abnormal fall in prices, the Government 
promised to enter the market to purchase surplus 
stocks. Further, · specifications relating to war 
orders were so modified as to increase the domestic 
consumption of short-staple varieties.. A food drive 
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clmpaign was_ vigorously initiated by t~e Central 
Government to take away land from cotton cultiva
tion and devote it to the production of food grains. 
Transport facilities were denied to the movement of 

,._. .. . 
short-staple cotton .. Above all, the introduction of 
' the new Indian Cotton Contract has encouraged 
the growth of medium and long-staple cottons to 
the detriment of the short-staple varieties by .denying 
them hedging facilities. The. ·cumulative @ffects of 
these measures have been quite encouraging as, 
according to the report of the Indian Central Cotton 
Committee, there was a reduction of 43 per cent or 
about 4. million acres of ~and under short-staple 
cotton in the year 1942-43, as against a reduction of 
18 per cent in the acreage \mder cotton in the same 
year. In the opinion of the Committee, the position 
. of short-staple variety has improved considerably 
since. its output has come down to the level of inter-
nal consumption and possible exports. Still the wise . 
policy would be to discourage an increase in the 
total acreage or at least in the growth of short-staple 
varieties. · · • 

The following table, compiled from 'The Esti
mates of Area and Yield of Principal Crops in India, 
( 19 3 9-40 ), and the 'Reviews of Trade of India,' shows 
the position of this important crop for a decade 
from 193o-31 to 1939-40 as regards area, yield, ex
ports and mill consumption : 



(ooo) Omitted . 
. 

I930•3 I I93 I-3.Z 1931-33 I9H-34 1934-35 I935-36 I936-37 I937-38 I938-39 I93 9-40 

---, . 
Area (acres) .. 13,439' 13,494 11, I 5I 1 3·691 13,,1, 15,444 14,759 15,746 13,496. 1I,3 5 I 

. 

Yield (in bales of 
· 400 lbs. ea~h) 5 'I 91 4,003 ·4,6I8 . ,,on 4.797 s,867· 6,134 , 711 s,op 4,909 

I 

Exports (in 
. .. 

bales) .. 3,916 %,369 1,061 2, 719 3,490 3.396 4.140 2., 731 1,703 2.,94 8 
. . 

' ·' -
I '~ . 

' 
Mill consump- > . 

1,6 12. · 1,867 
.. 

tion (in bales) :1,266 1,341 .· 1·379 ),290 1,' '3 2,609 . 3,12.1 3,040 

; 

.. 
i 

. 
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Cotton is grown in all the British Provinces and 
in ffi"ost of the Indian-- States. But the chief cotton 
growing areas are the Provinces of Bombay, Central 
Provinces_ and Berar, l\1adras, Punjab, Sind and the 
United Province .. s. Among the States, Hyderabad, 
Gwalior, Baroda, Bombay States and Central India
States are the areas of concentrated growth of cotton. 
Two crops of cotton-early and late-are grown in 
India. Early· cotton grows mainly in Central and 
Northern India a.Q.d late cotton in Southern and West
ern India. Taking both. the crops together, the 
sowing season extends from . March to .August and 
the harvesting season from September to April. In 
parts of Southern India, sowings continue till 
Decembe~ and harvesting till July. 

The acreage under cotton in India is almost as 
much as in the United States of America, but the 
yield is far less here. In 1940-41 Indian acreage under 
cotton ·was .2.3,.z86,ooo, and the yield for the same 
year was estimated at 5,9o3,ooo bales of 400 lbs. each. 
As against this~ the acreage of the United States of 
America for 1940 was .2.3,86x,ooo and the yield for the 
same period 1 s, 707 ,ooo. bales.1 This shows the 
glaring difference in yield between the two countries, 
because while the acreage. is more or less equal, the 
yield is much less than half of the American produce. 

1 Estimates of !!rea ·and Yield of Principal Crops in India 
(194D-41). 
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India is the . second largest producer of cotton 
in the world at present. From 3:n average yield 
ot z,z96,ooo bales at the commencement of thi"s 
century (average of 1S95-96 to 1899-19oo), it ha's 
increased to 5,9o3,ooo bales in 1940-41, and for the 
corresponding periods, the ·area has increased from 
I 3,8o3,ooo acres to z3,z86,ooo -acres. While produc
tion of cotton has been increasing in the last forty 

• years or so in India, Russia, China, Egypt~ Brazil 
and some other countries which now grow nearly 
I 7 million bales of cotton, as compared to 6 ~ million 
bales they grew in I 9oz, American production has 
shown a declining tendency as is clear from th~ 

following table, taken from the Indian Textile 
Journal:-

IN MILLION BALES OP 400 lbs. 

Production Consumption Carry-oyer- Price 

Year. c:: Out~ ~ Out- c:: Out- c:: Out-
~ G ·c:.s 

side side side .u side ..... . .... . .... ..... 
'"' 1-<• '"' '"' Q) grow- Q) grow- Q) grow- Q) grow:.. 
~ 8 8 8 

th < th < th < th 
- - --. 

Rs. . cents • 
1914-15 16~ 11.0 14.0 Sl 6i 4l 7·94 1.10 

t I .. 

1940-41 u~ 17! IIi x6.o 't3l 9 1Si ZH 
. . 

Ever since the coinmencement of cotton indus
. try in the United Kingdom in the last quarter of the 
eighteenth century, efforts have been made to improve 
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the quality of Indian cotton but no~hing substantial 
could be achieved upto the establishment of the 
In~an Central Cotton Co.mn:llttee in March, 1 92.1. 
1'he Lancashire .merchants wanted to be independent 
of American supplies and with that end in view the 

. British Government . encouraged the cultivation of 
cot~on in the Empire. countries, including India. 
In 1917, the Government of India appointed a Cot-
. . 
ton Committee to enquire into the possibilities of 
growing long-staple cotton in this country. -Its 
findings were by no means very encouraging but as 
a result of its recommendations the Government of · 
India constituted the Indian Central Cotton Com
mittee in 19.2.1, which has done valuable work" in 
'improving the quallty as well as the yield of cotton 
in this country. ·Briefly speaking, the chief functions 
of the Committee have been to advise the Central 
and Local Governments on all questions on cotton 
referred to it and to suggest suitable me~sures for 
the improvement of the indus!ry, and secondly to 
finance and direct research work on the problems 

/ 

connected with the improvement of Indian cotton. 
It has been instrumental in the passing. of useful 
legislation concerning. cotton, e.g., the Cotton 
Transport Act an~ the Cotton Ginning and Press
ing Factories Act which have helped in preventing 
adulteration and spoiling of the qu~ty of improved 
varieties of cotton. The Comnlittee has established . 
regulated markets for cotton in Khandesh, Central 
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Provinces, Hyderabad, Indo.re-, Dhar, Baroda and· 
several other places. It maintains· a . technologi.cal 
laboratory at Matufiga for carrying. on research on 
cotton. To finance its activities, the Indian. Cotton 
Ces.s. Act was passed in I 92 3 by whi~ a duty of two 
annas per bale is. imposed on all Indian cottor:t export.,. 
ed or consumed by Indian mills: which are ~equired 
to submit monthly returns to tqe Government. 
Since· the ~utbreak of the present War,' in I 9 3 9,, and 
the consequent loss of foreign · markets for Indian 
cotton, the Committee has concentrated its attention . \ . 
on substituting short-staple by long-staple cotton and 
on devising ways and means for ~bsorptio~ of the· 
large stocks of short-stapled cotton on h~nd. . . ~ 

Absence of regulated markets in m<;>st. parts of 
the country, except in the ·central Provinces and 
Berar and in certain parts of Bombay and Madqs, is 
th~ general feature of cotton m~rketing in India~ 
There is no uniform practice that ·can be taken as 
truly representative. It depends on locaf .customs 
and commercial usages. The middleman,· rightly 
or wrongly, is criticised in the cotton trade as vehe• 
mently as in . other agricultural trades. We have 
discussed . his position at some -length Jn an earlier 

. chapter and there is nothing new to add. in 
connection with the cotton trade as regards the ser
vices of the middleman. The Indian Cotton Com-

. I ~ , 

mittee of I9I9 believe<;! that the cultivator is heavily · 
handicapped in securing· adequate price because of 
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a large number of middlemen. As against this, 
the Royal Commission on Agriculture (192.8), the 
Cenkal Banking· Enquiry Comrillttee and many of 
the Provincial Cpmmittees have paid tribute to ~eir 
services and have observed that the renumeration . . 
paid to them is not excessive in view of the services 
and risks undertaken by them. 

. Representatives of big firms, Indian and foreign, 
reach the village and make direct purchases, eliminat
ing the service~ of the itinerant dealer and__ the- com
mission agent. They are well informed of market 
fluctuations and it is they who regulate the village 
price. Owing to cut-throat competition, the middle
man very often does not get even his \Jare sustenance 
and, therefore, resorts to dishonest practices. He 
live~ on hope than on profits-hope of getting better 
prices for his purchases. He relies more on chance 
than on his critical study of the price fluctuations. 
Further, it is estimated that the local merchant pur
chases only about 2.' per cent of the total arrivals of 
kapas (unginned cotton) in a season, while the 
agents of the Bombay mills or of the foreign compa
nies purchase the remaining 7' per cent. There
fore, the middleman cannot possibly injure the in- · 
terests of cultivators to ariy appreciable extent. In 
fact, he is guided by the prices of Bombay agents . .... 

The Indian Central Cotton Committee have 
~ 
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given the following figures1 regarding the percent
age of sales in the village and the mandis : ' 

Berar 
K.handesh .. 
Middle Gujerat 
Sind 
The Punjab 
Madras 

-

·Percentage of the amount sold 

In Village • In Market 

32..0 6s.o 
81.4 18.6 
S I .0 49·0. 
79· 0 u.o 

- So. s 19. s 
87.0 IJ .o 

On a scrutiny of the above table, it is evident 
that Berar is the only exception where less than one
third of the sales are effected in the village. · The 
reason is not far to seek. It is because of ti:~ regula· 
ted markets of cotton in that province that such a 
large percentage of sales are made in !}le market. 
We can also understand that· if the markets were 
well organised and regulated and adequate provisions 
were made for storing, grading and pooling of 
the produce, it will_ need no advocacy to persuade the 
cultivators to bring their cotton to the market for 
sale. At present for_ various reasons, he, ,Prefers to 
sell his cotton in the village. Many of them J;laye 
only limited quantities to sell which _may be too 
small for a cart-load. A large number of the ~lti
vators in a village do not possess their own carts and 

1 Dantwala-Marketing of Raw Cotton in India, p. 37· 
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the transport charges during the season are :heavy. 
The cultivator is not well acquainted with the ~ar
~et technique and its fun$=tionaries. H~ has, there
fore, to undergo considerable inconvenience ~nd 

loss in an un.t:egulated market. It is also found that 
in the · cotton area.§,- owing to keen competition 
amongst the buyers, ~e prices in the villages are not 

• I 

unfavourable. They are guided by agents of Born- . 
· bay firms. In the village the cultivator can wait for 

sometime, ?ut if he takes his produce to the town, 
he will have to sell it as he canhot stay in the town . 
and ·there . are no storing facilities for his produce. 
Further, disputes about prices, inferior quality, 
admixture, etc., so common in the marketing centres, . 
are rare in the village. It ·is because the cultiva~· 
tors are in a majority and the beoparis cannot afford 
to incur their displeasure. 

MARKETING PROCESS 

Like wheat and other agricultural products, the 
marketing of cotton begins from the time the produce 
is ready in the hands of the cultivator for disposal 
At' times it begins even earlier when the standing 
crop is hedged or sold against future deliveiy. · In 

·case-of such forward sales, the price is either fixed at 
the time of the contract or is left to be fixed on deli
very, according to the quality of the produce. In 
Central Gujerat, the gin-owners enter into forward 
agreem~nts with the cultivators, at the beginning of 
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the harvesting season, to purchase their produce at 
given prices according to samples. 1\.t times i the 
farmer takes an advance from the money~lender and 
hypothecates his kapas · (ungipned ·-cotton) .. The 
tate, in such cases, is generally lower than the market 

,price in the season. ·During· the season .the cultiva
tor sells his produce in the village to the sowcar, . 
the village dealer, the itirierant be~pari, or the . 
agent of .a mill or· exporting firm. If he· takes his 
cotton .to the market, he has to sell it through an 
arhatiya who charges his commission.· The follow· 
ing diagram, taken from· the Bombay Provincia~ 

Banking Enquiry Committee, indicates the channels 
· through which cotton usually ·passes from the grower 
to the mill-buyer or the exporter. There may~ be 
numerous variations here and there and the number 
of middLemen too, may be larger 'at times .. But it is 
a fairly repr~sentative diagram. 

I 
Village dealer 

I 
Market (through 

brokei:) 
. I . 

GROWER 
I 

I 
Travelling buyer 

I 

Middleman Middleman 
(one or more) (one or more) 

(ginning) Ginning 
. I I 

Bombay Commission Commission 
Agent (one or more) . Agent 

I . I 
. I 

Co-operative Sale . 
Society 1(Ginning at 

. Gujerat) .· 
I 

. . 
.. 

Exporter or Mifl buyer 
or Merchant's agent 

(ginning) 
I 

Exporter or Mill Buyer or Merchant 
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The marketing procedure in the mandls is, more 
or less, the same as in the case of other agricultural 
produce. Carts and pack animals are taken to the 
ginneries or to the compounds of arhatiyas where the 
loads are opened and inspected by the agent of the 
ginneries or other purchasers. The price is fixed, 
under c?ver or openly, according to the custom of 
the market. The kachcha arhatiya acts as the middle-

- man between the seller who may be a farmer or beo
pari and the purchaser. Allowances are frequently 
claimed by the purchaser after weighing has begun 
~n the ground that cotton is adulterated or damp or 
is inferior -in quality· to the sample shown from the 
top or has a low ginning percentage. In the absence 
of facilities for storage and financing, the farmer has 
to agree even to the- unreasonable claims of the 
purchaser. The arhatiya is responsible • for the 
payment to the cultivator who generallr gets it soon 
after his cotton has been weighed and delivered to 
the buyer. In the regulated markets of the Central 
Provinces and Berar, there are executive committees 
~epresentativ~ of all interests. Weights and scales 
are occasionally inspected and tested and every effort 
is made to ensure a square deal to the seller. 

The next process after the sale of cotton is its 
ginning and pressing. Indian farmer is a man of no 
means. In the present era he cannot undertake to 
have _his own ginning and pressing machines. He 
sells Un.ginned cotton to the merchants, ginneries or 
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agents pf big firms~ who arrange its ginning and 
pressing. The gin-owners in India are of different 
types. At places, like ~andesh, Bombay and C. P. 
and Berar, they do not gin their own cotton, but 
undertake to gin and press their customers' cotton 
at a fixed rate. In Gujerat · and North India they 
are cotton merchants who buy and stock cotton on 
-their own account. They purchase kapas and sell 
bales, g~nerally of 400 lbs. each, to the agents ·of 
Indian mi1ls or exporting firms. Some of the Born- · 
bay mills and foreign firms have recently established 
their own factories in lthe cotton areas. The co-

·' 
operative societies have also started their own gin-
ning factories at suitable centres in the cotton grow-
ing areas near about Surat in Bombay, where the· 
cotton brought by members is ginned, graded and 
pooled before it is sold to large buyers in big lots. 

. . 

The co-operative presses have broken the monopoly 
of the proprietary ginnirig factories and their char
ges have been considerably brought down. 

MALPRACTICES AND DEFECTS 

The first defect in the marketing of cotton is 
with regard to the picking of cotton from the field. 
As a rule, the_ pickers are ·paid in kind a certain prq
porti_on of their collection of kapas (unginned cotton). 
In the northern parts of the country, it is genetally 
one-sixteenth. These pickers are not very careful in 
the performance of their job. Dirt and dry leaves 



MARKETING JN INDIA 

are allowed to freely mix up ·with cotton, partly 
because of the climatic conditions and partly because 
of want of care on the part of the pickers. To in-· 
crease tlt.,e quantity of their collection, the pickers, 
who are mostly women and small boys, pick up ripe 
and unripe bolls indiscriminately, resulting in the 
deterioration of the quality of cotton. Efforts sh·ould 
be made to improve the ~ethod~ of picking. It encour.: 

~ ages the picking of unripe bolls. Next, evesy picket 
should be supplied two bags-one· for good cotton 
and the other for bad quality. In making payment 
regard should be had for the quality of cotton picked 
as wel1. . Deliberate mixing of earth or small pieces 
of stone must be severely dealt with, and "the neces
sity of clean picking must be fully impressed on the 
mind of every producer. But the best propaganda 
in .. this respect can be to encourage the cultivator, 
by paying him. a little more than his expense in slow 
picking and 'the loss due to a slightly lower yield 
of ka pas per acre. 

The second defect complained of 'is with regard 
to the 'mixing' of different grades of cotton-long
stapled cotton is adulterated by mixing short-stapled 
cotton, particularly in the Punjab. The Cotton 
Transport Act of 1923 enables any local Government, 
with the consent of its legislature; to notify' definite 
areas of cotton into which the importation of cotton 
from outside areas may be prohibited, except under 
licen~e. The enactment is designed to prevent the 
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a~ulteration of long-stapled cotton in protected areas~ 
The Act is now applied to the most important staple~ 

, · cotton areas of the Bombay and Madras Presiden
cies, and the Central Provinces and of a number of 
Indian States. The work of the Indian Central 
Cotton Committee is commendable in this respect, 
Still it cannot be said that our cotton is free from 
adulteration. Numerous complaints are received 
from importers, particularly from Lancashire spin· . . 

ners, about adulteration ·of Indian cotton. .It is said, 
"If staples of different lengths could be kept separat,e 
it would tend to improve the value of each staple and · 
ultimately the farmer would reap_ a greater reward, 
where his care succeeded in promoting a better staple." 
It is based on the principle of grading. But we for
get that there is a defll¥te demand for 'mixed' cotton . 
both from J~pan as well as the United Kingdom~ 
If it were not for this, adulteration must have been 

· stopped by now. "It is found that if, for example, 
Punjab-Desi sells at Rs. 150 and Punjab-American 
P.ure at Rs . .2.50, the· mixture (say 5o-5o) sells, not 
at Rs. zoo or less but at Rs . .2..2. 5 or more. The buyer 
wants the mixed cotton, as it presumably serves a 
definite purpose,. say, for a count lower than the;! 
·counts which he spun from the longer staple 
cotton. The seller, ·i.e., exporter, the . middleman, 
the factory owner and the ·farmer-all al~ng the 
line-gives the mixture because it pays him 



MARKETING IN INDIA · 

better to do so."1 In t1!,e long run nuxt.Qg 
of different varieties of cotton will be injurious to the 
national interests, as it will deteriorate the quality , 
of the produce but the rea] remedy "lies in creating 

• a mar.ket ,for long-stapled cotton. It will encourage 
the cultivator to grow more and more of quality 
cotton if he gets a better price for it. 

Another complaint of a serious character against 
the cotton trade is in regard to excessive 'damping' 
of cotton. Whilst a certain· amount of moisture is 

' . 
necessary for pressing cott<?n, excessive watering, as 
it !s practised, particularly in the Central Provinces 
and Berar, cannot be justified. Egyptian cotton is 
moistured before it is pressed, but it is done accord
ing to the specified standards and not merely to in
crease the weight of the bale. To exercise 5=ontrol 
over ginning and pressing the Government ·passed 
The Cotton Ginning and Pressing Factories Act in · 
I 92. ~ .. It provides for the marking of all bales of 
cotton pressed with a press mark and serial number 
which enables to trace ·the owneJ: of the· .bale and 
assign the responsibility in case of any malpractice. 
The owner of the press is required to maintain a 
record of the cotton ginned and pressed at his fac
tory. 

In the . same connection, it may be added that 

1 R. G. Saraiya's article on 'Cotton Marketing in India' in 
the Indian Journal of Economics, Vol. XVI, pp. 69-70. 
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complaints are heard of the high density of Indian 
· cotton. . Egyptian cotton is pressed to a still higher 

density. It saves space and as freight is charged by 
volume it is economical. 

All the defects need careful attention of the · 
producer, the trade. and the . State. Th_e develop:
ment of the co-operative societies on proper lines, 
and the regulation of the cotton markets, on the 
Berar model, should improve the position: 

CoTTON TRADE 
' 

Cotton is a commodity for which there is inter-
national market at present. But before the start- . 
ing of t?e steamship, thi~ trade was vety much 
restricted as it was . carried on in sailing vessels.
There were no· cable_s and consequently the · news 
reached the same time as the goods .. The means of 

· communicatio_n? as well as of transportation, were 
slow. The first steamship service, the Cunard 
Line between England and America...!.....commenced 
in 184o. Immediately the news regarding consign
ments of goods could be sent by steamship and the 
cargo by sailhig vessels. As the latter took longer 
time than the steamship, it inttoduced, new fact~rs 
in the market. The discrepancy between the time, 
of arriv~l of the· news of the cargo and the cargo itself 
led to speculation. Later · on samples were sent by 
steamship and agreements were entered into on the 
basis of samples for the goods to 'arrive.' In I 866 
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the trans-Atlantic cable was laid down. Now news 
could be ·communicated by cable but not the sample. · 
Therefore, this created new complications because 
by the time the samples reached the Lancashire 
market, new factors controlled the market: Again, 
this 'discrepancy of time between communication 
and transport made the cotton trade risky and specu
lative. Gradually the trade evolved grades. Names 
or terms," expressive of different qualities bec~me 
familiar and came to be increasingly used in bar
gains. . Samples were no longer necessary as bases 
of contracts. Thus we observe three stages iri the 
evolution of the technique of cotton trade-first is 
the sale by inspection of cargo, second sale by sample 
and lastly sale by grade or name or description.· 
Improvements continued to be made in the form of 
agreement, because when contracts were made on 
the basis of grades for goods 'to arrive,' the buyer 
could reject the goods in case of little variation be-

. tween the description and the cargo. · This put the 
seller to heavy losses at times. To remove this defect, 
a further change was effected. Without specifying 

_ any. particular grade, the contract laid down that it 
would be "basis middling, nothing below low mid
dling." The lowest limit of quality was fixed and the 
seller w~s allowed some period to complete his 
contract. All this could be possible only with 
proper grading of the produce which began to be 
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. done officially guaranteeing both the accuracy and 
honesty .in the specification of grades. 

Grading of cotton depends, inter alia, on its 
staple (the length of the ·fibre), colour, cleanliness and 
strength of the fibre, etc. At first it used to be grad
ed by various agencies of trade· at different places,~ 
but in 192.5 the Department of Agriculture. of the 
United States of America laid down certain standards 
which were sanctioned by law and generally accept.;. 
ed by trade in other countries as well. They ·are: 
'11iddling Fair, Strict Good 11i~dling, Good 
11iddling, Strict 11iddling, · 11iddling, Strict Low 
11iddling, and so on.'1 ·The basis of contracts in 
futures is '11iddlini and the prices of· other grades 
are fixed in relation to it, as so many points 'on' or 
'off' the price of the 'middling.' 

Reacfy and Forward Business. The business trans- · 
acted in an organised c-ommoditf market usually 
consists of contracts in "spots" and ''futures." Spot 
contracts are entered into on the basis of samples or 
by inspection of the goods whi~h are generally lying 
on the spot in the godown or at the spot of the seller 
or his arhatiya. Occasio~ally delivery may be post
poned in case of spot business. But a• contract in 
'futures' is a basic contract. The price is fixed on the 
basis of certain recognised grades, e.g., ootton futures. 
m Bombay cotton market, upto . the time of the 

1 Dantwala;JJ.arketing of Raw Cotton in India, p. I43· 

34 
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adoption of the new Indian Cotton Contract on ~e 
14th of July, 194.z, existed in three varieties. of cot
ton, viz., Broach (Fully Good), Oomra (Fine) and 
Bengal (Fully Good). In New York basic grade 
is· "middling." "Futures" contract has been defined 
by- the Federal Trade Commission on the Grain 
Trade (U. S. A.) as "an agreement on the part of the 
seller to deliver, and on the part of the buyer to 

-receive and to pay a certain price for a certain kind 
and quantity of commodity, at some specified future 
time, under conditions prescribed by an exchange or 
understood in ·the trade." 

Bombay is the most important cotton market 
in India and before 1917 the cotton trade of the city
was in the hands of seven bodies, viz., The Bombay 
Cotton Trade Association, Ltd., The Bombay Cot
ton Exchange, Ltd., The Bombay :Millowners' As
sociation, The Bombay Cotton Brokers'· Associa
tion, Ltd., The Marwari Chamber of Commerce, 
The Bombay Cotton Merchants' and Muccadums' 
Association, Ltd., and the Japanese Cotton Shippers' 
Association. Of these, the Bombay Cotton Trade 
Association, Ltd., and the Bombay Cotton Exchange, 
Ltd., were the most important. The former, namely, 
The Bombay Cotton Trade Association, was orga
n1sed in 1875 by European firms engaged in the 
cotton trade in Bombay. It was owned and con
trolled practically by the Europeans. Later on 
they admitted some Indians and one Japanese to its 
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membership, but primarily· it remained a monopoly 
of the European merchants of Bombay. Owing to . . 
grave dissatisfaction amongst leading · millowners 
and merchants, The· Bombay Cotton· Exchange, 
Ltd., was organised and registered in 1893. These 
two rival organisations divided control of most of 
the cotton trade, ready as well as· forward, from 
1893 to about 1918. 

The Government of India appointed a commit- . 
tee, called the Cotton Contracts Committee, in 1918 
which took over the regulation of the cotton trade 
in Bomb~y under Defence of India Rules. This 
Committee was replaced in 1919 by the Cotton Con
tracts Board, constituted under _the Bombay Cotton· 
Contracts Act, 1919, which c~ntinued to function 
until May 1922; when the Act under which> the Board 
worked was repealed and its functions were catried 
on by the East India Cotton Associa~ion under Born-

. bay Act, No. XIV of 1922. At. present the Associa
tion is functioning under the Bombay Cotton· Con; 

· tracts Act of 1932. . 
Whilst the East India Cotton Association was 

organising the cotton trade of Bombay, sm3Jl specu
lators, whose activities were mote _ of, a gambling 
character, organised an· association known as the 
Khandi Bazar where the dealings were not in bales 
but in khandis (one Khandi is equal to two _bales). 
This was later on reconstituted under the title of 
Shri Maha jan Association which adopted, as nearly 
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as possible, some of the rules of the East India Cot
ton Association and started transactions it\ Broach . .. ·• 
cotton,. the chief hedge contract of the East India 

. Cotton Association. The unit of trade adopted by 
the .Association was of five bales only and, therefore, 
it could induce small· operators. One of the com
plaints of the cotton trade against the 1.\Iahajan As
sociation was that it kept no record of the bargains 

-effected and of the diifer~nces paid one way or the 
other. Consequently, the operators on the Maha
jan Association escaped income-tax. In 1932, a third 

. b.ody started functioning under the name of Indian 
Cotton Exchange, but it could not flourish. 

I.n the year 1930 the Government of Bombay 
appointed a Committee under the chairmanship of 
Sir Gilbert Wiles to examine and report on the best 
method of organising forward trade in cotton in 
Bombay. Some of the more important ·recommen
dations. of the Committee were as follows: 

That· a single association be given control of 
dealings in cotton and that the passing of contracts . . 
contravening the by·laws drawn up by the Association 
and san_ctioned by Government be made an offence 
punishable with fine; .that all forward business be 
done through members of the Association and -that 
the Act should prevent the formation of other asso-· 
ciations for the control of forward business. 

That forward . trading be for single months 
throughout the year. · 
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That the unit of tender he 50 bales. · ~ 
That .blind surveys be introduced at once. 
That the Association sh?uld take power to 

establish bonded warehou.ses one year after the system 
of blind survevs has been introduced. 

J • 

That there ·should be fixed trading hours for 
forward business. 

' ' 

That fixing of differences between ·standard 
growths and between differep.t grades be done by the 
Board themselves on the first day of each. delivery . 
period. . 

That fluctuations in prices in the torward mar-· 
ket be regularly registered and J?ublished. 

That Teji 11andi dealings be brought under 
control by the enforcement of cash premia and regu
lar payment of differences through the Clearing 
House. ~ · 

. That steps should be taken for the reduction of 
hanaling charges. . 

With the passing of the Bomb~y Cotton Con
tracts ~ct, 1932, the representation of growers was • 
enlarged· and at present there are on the Board five 
such representatives, three nominated by the. I~diah 
Central Cotton Committee and two by the Govern-: 
ment of Bombay. One of the qualifications ·of an 
agricultural representative on the Board is that 
he should not have dealings in forward contracts and 
must be a grower of cott9n, preferably as a worker 
on the field, if possible. 
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Another change in the cotton contract came in 

July 1941 when the East India Cotton Association 
of Bombay adopted the new Indian Cotton Contract 
as the basis of hedge~ contracts in. Bombay. During 

· the past twenty years or so, the • basic grade was 
."Fully Good 1-.1 G. Broach" fat contracts in futures, 
entered into by mem~ers of the East India Cotton 
Association, Bombay. During the present war, the 
situation was reviewed for several reasons.· While 
on the one hand the export of short staple-cotton to 

• 1.: 

Europe and lat~r on to the Far ;East almost stopped, 
the consump!ion of Bombay mills increased consi
derably. There was · a growing demand for long 
staples and, therefore, to make the hedge contracts . 
conform to the conditions created by the war,. th~ 
basis of contract was changed from Broach which was 
about 3 /4" staple to "FinefM.G. Jarilla" which is 
3/4" minimum and up to 7/8" at current premia. 
Other kindred varieties are also tenderable, provided 
they have a minimum staple length of 3/4·" It is 
·to stimulate the production of quality cotton in 
India, particularly in Bombay, C. P. and Berar and 
the neighbouring States. 

Provision has also been made in the new con
tract to check wild manipulations of the market by 
bear rates or bull campaig11s or comers. If a requi
sition is made, signed by at least fifty members of the 
Association, stating therein that a corner or 'squeeze' 

.. exists, the general body shall meet within three days 
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of the date ot the rtquisition and if it is satisfied that 
a state of emergency exists, it shall devise ways and 
means . to control manipulations of the market. 

· Another new· f"eature of the contract is that a 
bona fide seller may give delivery at a centre in the 
interior, if ·it is not possible for him to bring cotta~ 
to Bombay owing to shortage of wagon supply. 
The penalty for default in delivery in such cases 
has been reduced from Rs. 2.5 to Rs. 7/8 pet candy. 
The buyer can demand delivery in the interior and if 
the seller is unable to give delivery ~t an up-country 
centre, he becomes liable to .a penalty. of Rs. 2.5 per 
candy .. The new contract is a war-time measure and 
will be reviewed in the ~ght of its working after the 

· hostilities cease, but it seems probable that_ the As
sociation will not go back to the old basis of 'Broach' 
cotton of short or fair staple . . 

FoRWARD BusiNEss • 

Bombay is the largest cotton market;. for for
ward business in Asia and about half the Indian 
cotton crop is marketed through this city. J;3_esides 
spot transactions, a ·good deal of business is done in ... 
futures, the success of which primarily depends on 

! I 

proper grading of the· produce and facilities of op-
• 

tion dealings. Certain recognised grades of cotton,. 
like Broach, Bengals and Ooinaras, have be~ freely 
dealt in at the East India Cotton Association and the 
extent of the forward business transacted through the 

it 
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Association can be -~_nd~rstood from the ·following 
table, taken. from a well-informed article of the 
Chainnan of the East India Cotton Association . , 
Sir Purshottam Das. Thakurdas, tbat app~~red in the 
Jubilee Number of the Indian Textile Journa/1 :-

. 
Year . Amount Year Amount 

. . 
14,4o,n,6s 3 1918-19 1929•30 4,46,63,180 

1919-20 . 10, 79·44·433 1930-31 3,6o,8o,817 
192.0-2.1 4,72,10,683 1931-32. 4,89,12., 12.2. 
192.1-2.2. 12,98,94,,66 . 1932-H 4,48,33,077 
192.1-2.3 7,69,37i399 1933-34 4,2. s ,2.8,3 89 
1913-2.4 9,16,95,170 1934-35 5.44.96,SJ8 
192.4-2. s . 3,18,,9,196 193 ,_36 4,63,,0,359 
191s-z.6 3,,4,99,096 • 1936-n 4.59,89,106 

'192.6-17 7,66, 70,92.3 1937·38 7·93,80,063 
9,44,42.,4' 9 1938-39 .. 4,3 I, 79,602. l92.7·2.8 .. 

192.8-2.9 4,30,99.448 1939·40 13,84,71,834 

"' .. 
~ 

Like ·wheat, option business in cotton is carried 
on; more or less, on the same Jin·es. . The speculator 
may act .... as a bull (Tejiwala), pr bear (Mandiwala). 
He may purchase the option to purchase or sell . .. 
specified units on payment of certain premium. 
Thert!'- are specialists on the exchange who eat T eji-. . 
mandi and allow operators to deal in the market with 
limited resources. A T eji or call option is the op
tion to buy and a Mandi or put option is the right to 
·sell and a Teji-Mandi o~ double option is the right to . . 
purchase or sell, as it suits. the convenience of the 

• 
1 The Indian Textile Journal, Jubilee Souvenir, p. 2.93· 

• 

-
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operator. In this ··case, he ~iU pay double the pre
mium. A buyer of an option is known as -the 
"applier" and the seller of an option the "eater.," . . ' 

Various attempts have been made by the Go-
vernment of Bombay, the Indian Central Cotton 
Committee and· other · orgariisations to regulate spe:
culation in cotton trade but not much success has 
been achieved so far .. However, on the ~utbreak of 
War in September, 193 9, the Government of Bom
bay consider~d it essential to . pring about- uniform 
control of the trade . and they proposed to ·vest such 
control in the East India Cotton Association. The 
Ministry, however, resigned in November · 1939 
and since then the legislature has not met. · The 
only change effected was in 1942 \f~e.ti the new 
Indian Cotton Contract, which . has· ·bee.ti expl~ed 
above, replaced the old Cotton Contract~ _At pre-:
sent forward contracts have been fo~bidden by law. 
Even the hedge contracts· are not allowed af
though the., Indian Central Cotton Cotllniittee have 
r:ecoinmended their revival in the interest·. of trade 
and industry. _,., 
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Marketing_ stands promin~ntly among the various 
activities of the producer. . It enfolds all the processes 
through which any commodity passes on its way 

· from .the producer to the consumer. In a deve
loped and organised marketing lies. the solution 
of very many difficUlties of the , producer. Thi~ 
aspect of economic activities has been increasing 
in importance with the widening of the economic 
activities of men. This phase of the industrial , 
activity has been studied thoroughly and scientifically 
by private individuals of high intelligence and the 
states. elsewhere, while in Itldia it caught the 
imagination o{ the people only recently when the. 
Royal Conuillssion on Agriculture devoted a part of 
.its investigations to this side as, well in 1928. Theyr 

I 

stressed .the need for a thorough survey of the market-! 
ing conditions prevailing in India, with regard·~ 
to different agricultural commodities, as agriculture is 
the backbone of the Indian economic life. Since then .. 
all the provinces have been devoting a part of their 
staff and finances to the study and reformation of the 
prevailing marketing conditi9ns and Bengal deserves 
a special mention in this respect. ' ~ 

The province enjoys the · world mon~poly 
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of jute which, we can safely ·say, is the pivot of the. 
whole economic structure of the province. It sup-1 

ports an overwhelmingly large proportion of its 
population. The marketing of jute has attracted a · 
great deal of attention of the Government and the 
public alike since the efonomic depression which set · 
in in 1929, threatening a collapse of the economic life· 
of the province. Marketing surveys were undet-

. . -

taken by the Provincial Banking Enquiry Committee 
in 1931 as also by two other co~ttees appointed 
specially for the purpose by the Bengal Government 
in 1933 and 1939. Inter alia, they studied the mar
keting problems of the cultivator and made useful 
suggestions, but their recommendations . remained 
practically a dead letter till the conditions became 
alarmingly precarious in 1939 when the Government 
of India had to intervene in national interests, .and 
directed the Indi~n Central Jute Committee to under
take marketing surveys in the jute producing, areas 
and to chalk out a plan of reforms. • The Committee 
published its First Report on the marketing and 
transport of jute in India in 1940 after a thorough 
and careful survev. . . 

It will not be out of place here · to. give a b~ef 
sketch of the essential factors controlling the pro
duction of jute in India. · Jute by its nature, depends 
largely upon the vagaries of the monsoon as regards 
its quality, yield and time of harvesting. Different 
varieties have different times of harvesting, e.g., · 
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Capsularis, being sown earlier, matures earlier than 
Olitorius. The quality of jute, apart from the quality 
of seed, depends upon retting, steeping, stripping, 
and washing, etc. The cleaner the water~ the better the 
quality. The cost of harvesting of jute is higher than 
that of· other commodities ~ue to the following 
reasons: 

' 

1. The different processes in the .preparation 
·of jute are very technical and complicated and can 
be performed by skilled labour only. 

2. The harv~ting season of jute coincides 
with that of 'aus' paddy and with the transportation 
period of 'aman' paddy, tl:tus creating a heavy demand 
for labour from all quarters. 

3. The climate is very malarious in jute area~ 
and speciiliy during the harvesting season which 
comes at the end of the monsoon with clogged 
water everywhere. · 

4: .. Delay in_ the performance of any of the pro
cesses affects the ·quality adversely, and thus increases 
the intensity of demand for labour. 

· s. Jute being a bulky crop, the number of 
laboux:ers requited per unit is larger and hence it is 
not possible for each cultivator to perform the pro
cesses individually. 

The methods of payment to labourers differ 
widely in different areas. The labourer generally 
works ten hours a day, and the average wage works 
out at . six annas per day per labourer. This rate 



JUTE 

also differs widely being-/2/6 in Orissa and--/II/ 
in Nowgong. According to piece wage .the cost
comes to-/3/6 per kori. 

. When jute- is rea~y for sale the· growers generally 
held it for 4 or 5. weeks to watch the trend 

· of the market prices but it has been found . on ·enquiry 
that about 90% of the jute is ;narketed within 3 
months of the harvest time. Thus all of a sudden 

_large quantities of jute are brought to the ma-rket, 
which depress the market prices. This naturally 
leads us to enquire into the causes of such a t~ndency 
on the part of the growers. They are common to 
most of the agricultural commodities in this country. 
T.qey may be discussed under the follo~in·g heads : 

I. Time of harvesting. 
2.- Transport conditions. 
3. Financial position of the growers. 
4· Absence of Storage accommodation in Vii-. 

lages. . 
I. Generally all varieties of jute are harvested 

by the beginning of October, and their sales are 
effected as soo.f?. as possible, · tha~ is to say, within 
four or five weeks of harvesting. 

It is the transport f~cilities available to the culti-
, I 

vators that play a dominating part in the early mar-
keting of jute. In Bengal and specially Eastern 
Bengal, there are no roads but mostly weather tracks; 
due to heaviness pf the rains during the monsoon 
season which begins about the middle' of June, all the 
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bheels and khais, etc. ate filled up by July. With the 
progress· of the monsoon the bheel.r, etc. overflow 
and thus practically all villages are joined with the 
markets by watet. With the ~nd of the monsoon, 
the water begins to recede and thus again making 
(:Ommunications very difficul.t due to muddy tracks, · 
etc. and so the cultivators hurry to avail themselves 
of the natural transport facilities and thus it-has been 

- na.ti.ced that in Eastern Bengal 68% of the ·surplus 
jute is marketed between July and October. (Figures 
adapted from the Report of the I.C.J.C.) 

In Assam the ~onsoon factor is not the predo
minating one in the early sale of jute as the rains are 
not so very heavy here and secondly road facilities 
ate also available as is indicated by the fact that 4'% 
of the saleable jute teaches the secondary markets 
by carts, etc. (I.C.J.C.) 

In North Bengal again most of the jute is sold 
during Sept. and Oct. due to bad condition of toads 
during monsoon· season. 

In West Bengal the monsoon conditions do not 
play any · important part in transport facilities as 

· toads are largely available thete and 90.% of jute is 
transported by roads .. The main reason for early 
sale hete is the financial weakness of "the growers 
and lack of storage facilities. 

The financial position of the growers plays an 
important part in causing early sale of jute in India. 
The Enquiry conducted by the Marketing Staff of 
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the Indian Central Jute Committee reveals that. nearly 
3 s% of the growers took loans for cultivation of 
jute. The figures are . only approximat~ as the 
growers are found to be very reluctant to answer 
questions regarding their financial -condition. An 
enquiry into Bengal growers' -indebtedness was under
taken by the Bengal Board of Economic Enquiry 

· in 193 5 when the total indebtedness was estimated 
at 97 crores and 77% of the agricultural populatio~ 
was found to . be under debt. The conditions for 
such loans which are generally advanced_ by the 
peripatetic dealers, going about from vi1lage . to 
village assembling the jute, or ·. by the -v-illag~ 

money-lenders who also deal in this· commodity, 
imply a mortgage of the crop with the creditors who 
insist on an early sale to realise their interest charges 
as also a part of the capital. 

' The enquiries, conducted . by the ~st Provincial 
Jute Enquiry Committee in 1933, revealed that the in
come and expenditure of the average family in- Bengal 
had dropped by 48 and 37 ,p.c. respectively in 19}3 
as compared to those ·of 19~8, and that the average 
indebtedness had increased by 67%· It i~ to meet his 
various monetary obligations, viz., interest on bor
rowings, repayment of capital, rent to landlord and 
money for domestic purposes and for rabi crop. that 
the cultivator, poor as he is, is pressed hard to realise 
his crops as soon as possible. ' 
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Storage 'Accommodation. Next in importance to 
financial position of growers is the storage accommo
dation available to the cultivator in villages. Average 
houses consist of .2. or ; rooms which are hardly. 
sufficient to give them shelter against sun and rain as 
also to provide sufficient accommodation for 'aman' 
paddy which is harvested in Nov. and Dec. The 
cultivators. store a sufficient quantity of it to last till 

- 'aus' paddy is available in July. Havipg no storage 
facilities, the cultivators are pressed to make hurry to 
transfer their produce to the buyers before it is spoiled 
by exposure to the sun and rain._ 

The jute crop, . before reaching the terminal 
markets where it is finally dispose~ of, passes through 
three distinct stages: 

1. From villages to Primary assembling mar-
kets • 

.2.. From primary markets to baling centres, 
both kutcha and pucca. Only a small proportion of 
growers bring their produce to these markets. These 
markets represent the final limits within the reach of 
the growers and small dealers. 

;. From baling centres to loose jute· markets 
of Calcutta, press houses of pucca balers and 
mills, and ships for export at Chittagong and 
Calcutta. 

There are a host of intermediaries coming in 
between the growers and the final consumers. In 
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the first two stages we find ·different sorts of inter
mediaries with different activities and functions.' 

First of all come the Farias, Pazkars and Beparis 
who form the first link between the growers and the 
jute markets. · They generally. operate with their 
own capital. Many o~ them are of. cultivator class, 
going from village to village and do9r to door, p}lr
chasing small lots of jute from growers. About 
40% of the marketable surplus of jute is handled by 
them in Bengal, the rest being brought to the primary 
markets by (i) other beparis who either operate with 
money advanced to them by various buyers and are 
employed by large aratdars an<;l balers on a com
mission basis, or (ii) by salaried men of buyers. They 

. perform the functions of transporting the jute put
chased from growers to primary markets and hats. 

In the secondary markets we also find dalals or 
brokers :who bring the buyers and sellers together 
in exchange for commission. They are more in
terested in the buyers and oftefl neglect the interests 
of the sellers. Their commission is generally deduct-' 
ed by the buyer from the sale proceeds of the seller. 

Aratdars form the mo~t important agency be
tween the sellers and peripatetic dealers1 on th~ one 
hand and the balers, .etc. on the other. They finance 
the growers and the peripatetic dealers and under
take storage in Primary markets for the balers. They 
are divided into 4 classes: 

x. Merchants: predominating in most grow-
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_ ing areas, e.g., Mymensingh, 1Iurshidabad, etc. 
They ~eal on their own account and own 'go/as' to 
store the produce. 

2.. Agents of outside buyers who are unable to 
establish their own offices in the producing areas . 
. They pay commission !lt the rate of six pies to one 
a1111a per mallfl:d inclusive of commission and storage 
charges. 

3· The agents of ·local buyers who generally 
always purchase through dalals or aratdars or both, 
to meet the difficulty of purchasing in small lots and 
to avoid direct dealings with. the beparis, etc. who 
demand advance.; to finance themselves. 

4· Agents of sellers having long relations with 
beparis, farias, etc. who are financed by them. These · 
agents provide the small dealers with storage facili
ties in case prices are unfavourable. The sellers ~ 
retum pay one to two annas per maund as commis-
sion inclusive of storage. · 

, The final link between the upcountry dealers and 
· "the terminal markets is_ that of the k.utcha balers who 

undertake the functions of sorting, cleaning, and 
transportation to terminal markets for final dispo
sal. · They press jute in bales of uniform sizes for 

. . 
. sale in the loose jute markets at Calcutta. They are 

either of local importance having no branches or 
are agents or branches oflarge European and Indian 
baling firms having their head offi~es in Calcutta. 
Some of them are representatives of the mills them-
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selves. Practically all the jute from the East and 
• 

North Bengal and Bihar passes through. their hands: 
In case of daisee jute there are no such arrangements_ 
and being very near to . the terminal. markets, 'it is 
brought direct to Calcutta and 'is purchased by pucca 
balers. The pucca balers have their establishments 
in important markets like Narayanganj, Chandpur, 
etc. They operate on a larger scale and. press th~ 
jute by hydraulic presses for purposes of export to 
foreign countries. _ 

In the terminal markets at Calcutta we again fin~_ 
aratdars who act as commission agents of kutcha 
balers of up-country, and store their jute for sale. 
They own or hire sto __ re houses for the season. In 
terminal markets the final consumers of jute, viz., 
mills and exporters purchase 98% of the total arrivals 

' in Calcutta. 
An important feature in the marketing of jute 

in India is that the growers sell about seventy five 
per cent of the jute in the villages to peripatetic 
dealers. This overwhelmingly larg~ proportion. of 
sales in villages can be due to the, c~rcumstances 

prevailing in the jute growing areas. . 
Firstly the means of communicatip,n are very 

unsatisfactory as· already revealed and t~e individual 
growers generally hesitate to undertake the risks 
which are very great due to the uncertainty of 
weather conditions, and the smallness of their 
~arketable · quan~ity of jute, as an average grower. 
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grov;:s only about 22 mds. of the fibre. Moreover 
~ll jute is not ready at any one time and so he 
has only small quantities at hand to sell and it is 
not, · therefore, · his worthwhile to . undertake jour
neys to and frotn markets for such small quanti
ties and specially so under ~uch a bad state of com
munications. : 

Secondly, as pointed already he is mostly in
. debted and under conditions of loans has to sell his 
produce_ to the creditor who is generally a peripa
tetic dealer in jute. 

Thirdly, there is a very great divergence between 
the weights of different villages and the illiterat~ 

growers are ~eluctant to take the risk of being cheat
ed by cunning buyers who generally, purchase ac
cording to 'One standard and pay according to the 
other. 

Lastly, they prefer to sell at their own· doors as 
they very much grudge ,the arbitrary charges exacted 
from them by the .i,ntermediaries and the buyers in 
the.primary or st!condary markets. 

. Absence o; storage facilities for the growers in 
the primary or secondary markets also prevents 
them from carrying their produce to these places. 
The growers do not want to put themselves at the 
mercy of the buyers over there in ease the prices . 
are unfavourable. The kutcha balers in the secondary 
markets take advantage of their position. As the 
sellers are unwilling to take ba~k their produc~~ 
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they bid lower prices. 
According to the 11arketing Enquiry Commit

tee, beparis and farias ar~ the principal buyers in the 
villages, but in some cases kutcha balers. also send their 
own agents. The proportion betwee~ these various 
agencies is estimated by the Committee as follows_ : 

From villages to secondary markets ·. 
through growers 5 • 2.% 

;,: beparis 44·9% 
, agents 10. 3%· 

The charges in the different markets differ very 
widely. These charges are both in cash and kind.' 
In villages there are no other charges but 'dh.tlta' 
-deduction to insure against loss. in weight. during 
assortment and baling and transport, etc. In the 
primary markets and hats as well, other charges are 
nominal. But these charges f6rtJ?. a large propor
tion of the sale proceeds of the sellers in secondary 
markets. For instapce, the sellers have to pay in 
kinCl 'dhalta,' c bucchat'' 'namuna,' _'pasgi'' . etc. and 
have to pay in .. casq zamindar's toll, aratdari, dalali, 
koyali, office expenses of kutcha balers,. jachandari 
for assorting and britti for charity. These charges 
are exorbitant and are also not uniform ' in all the 
markets. They are either according to the weight of 
the produce sold or according to the value of the 
produce depending upon the choice of the buyer.· 

The assembling operations of the beparis and 
farias, etc., are generally financed by aratdars and 
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· kutcha balers. The credit facilities available· to the 
growers are most inadequate. With the passing of the 
Bengal Agriculturists Debt Relief Act they experien£e 
all the more difficulty in obtaining' finance. The 
Joint Stock Banks do not at all help them in 
this respect as they nave no scheduled securities to 
offer. The ~a-operative ofganisations are increas
ing in importance .in the provinces as they can easily 

· finance their members through long-term and short 
te.tm loans. But- the ·co-ope~ative movement re
ceived a set-back 'from 1929 to 1934 due to heavy 
fall in prices of jute and the consequent inability of 
the growers to meet their obligations punctually. 
Sale societies were also tried to solve the problems 

. of marketing in Bengal but they failed due to un
sound policies and mismanagement, and so now 
there are again practically only the beparis, farias, 
and paikars, to whom the growers take resort for 
finance and sale of their produce ... 

During the assembling of the fibre it has to be 
weighed, ~oaded 3.nd transported to the markets. It is 
noticed that in the villages and the primary markets 
and hats the fibre is generally weighed by the sellers. 
themselves in the presence of the buyers. In the 
secondary markets the kutcha balers employ perma
nent weighmen on a salary basis which varies from 
place to place. Some times these weighmen are 
employed only for the season on a commission 
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basis. Their charges are recovered as already stated 
from the sellers. 

I 

The kutcha balers employ skilled coolies to per-
form the grading and baling of the fibre. The. great
est care is taken to ensure accuracy as on this depends , 
their reputation. These coolies ~are called ']aohan- · 
dars.' In many cases balers enter into contracts for 
the supply of trained selectors, baling hands and 
carrying coolies, and pay a flat rate per bale or per 
xoo bales which covers all operations. It has been· 

. observed that the balers have generaHy to pay· for. 
the loading of their · exports in railway wagons, 
when this is the case. The balers have also to 
bear the standing charges which cover the. mainte
nance of building, launches . and boats. The kutcha. 
balers who have their establishments at Calcutta, 
increase their expenses on this account to ·that ex
tent. In short, it has been estimated that the 
handling operations cost ln total, in the secondary 
markets about -/I/9 per md. when ·the fibre comes 
direct froth villages and -/2./- when it comes through 
hats. , 

Convc.;,ances. Transportation. plays an important 
role in all the operations of jute movements. Speci
ally in the jute producing areas we notice that perma
nent and easily accessible means of communications 
are scarce, and the weather tracks are available. only 
..for a few months after the monsoon, causing early 
sale 9f jute, as already pointed out elsewhere. The 
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surface conditions in jute areas are such that none but 
priinitive modes of transport can be ~sed. 

In the rural areas the growers generally own 
small uncovered boats to carry small quantities of fibre 
from their homes to prin1ary markets 'and hats. The 
beparis use sttongly built covered boats with capacity 
varying from JO to JOO mds. to carry jute from 
primary markets to secondary markets. In some 

~ important centres big balers empl9y "large barges 
· with a capacity upto xooo mds. The charges on these 

barges vary •according to distance and are generally 
between 1 • 1 pies and z. J pies per mile, per md. 

Carts com~ next in importance to boats. and they 
· are the mainstay of rural transport in North and West 
Bengal, Bihar, and Orissa, etc. They can draw 

, I z to 14 mds. at a time and are used only for short 
distances. The charges depend upon ~stance, 

weather conditions and t}le supply of carts._ The 
cost is highest in East Bengal where it is about 3·J 
pies per mile and lowest in W. Bengal being z.4 
pies per mile, per md. · · 

Pack ~imals and headloads are also used but 
only to a restricted extent. Carts and boats are the 
principal means of conveyance of goods in the jute 
growing areas. They are the only means which 
can be used in the existing conditions. Their 
charges may be regarded excessive as compared 
to modem means of communication but they are 
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justifiable conside~ing the very trying conditions 
under which they render service. 

From the secondary ~arkets to terminal markets 
we find regular means of conveyance in the form· of . 
big water transport vessels and _railways. Eastern· 
Bengal and Assam afford natural waterways ,in the 
rivers, Ganges and Br-ahmaputra, · and as ~vealed 

_by the statistics collected by the Indian Central Jute 
Con:lmittee, 5 5% of the total jute arriv:als in Cal~tta 
are by water transport which is well organised 
in the shape of established Navigatiot?- _Companies. 
These companies enter into contracts with the Indian 
Jute Mills Association and render service to the 
member mills -at charges previously agreed upo~. 
These charges are higher . during the busy season 
and lower during the slack season to attract more 
traffic during that season .. so _that the burden on the 
vessels may be uniform throughout_ the year~ But 
how far they have been successful in regulating the 
jute transport is debatable and doubtful. 

The railways largely serve the mark~ts of North 
and West Bengal; Bihar and Orissa and parts of East 
Bengal and Assam. Many distric.ts producing daisee 
jute are linked · with Calcutta both by railways and 
metalled roads. Recently motor lorries are replacing 
bullock carts and handle greater part of road traffic. 

On the average, according to the statistics- col-
' lected by the Committee, the proportion of jute 

imports into Calcutta as contributed by these diffe-
37 
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rent ;tgencies was : 
Steamer Services 
Railways 
Country boats 
Balance-by road 

s zo/0 of total jute arrivals. 
43o/o , , ,, , 
3 o/o " , , , 

(carts, etc.) 2. o/0 , ,, , , 

_(the aQ.ove figures are on the average of 1934-3 s to 
. 1938-39)· 

. Water transport seems to be the best means of 
transport so far. The navigation companies have 
huge flats and barges with a capacity varying from 
7,ooo to 2.8,ooo mds~; the charges are also lower than 
those of the rail}Vays. The only advantage which 
the ~ailways can claim over them is in the matter of 
speed, but this is not a very important factor in 
jute crop, as it is not a perishable crop. - The barges, 
etc~, are very well covered and offer the fullest possible 
protection to the fibre against the sun and rain. They 
command another advantage over railways in that 
they reach the very doors of the factories which are 

. usually situated along the river bank. 
The competition between railways and lorries 

is confined to daisee districts where the lorries are 
decidedly the quicker and more advantageous means 
of transport from all points of view.• As regards 
carts and. railways both have separate fields. The 
competition between tqe railways and steamers is, 
however, very keen in areas where both th~ facilities 
are available. Railways are preferred where quickness 
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is the chief consideration. 
There has been a complaint that railway and 

steamer rates have rem~ined unchanged duririg the' 
depression period even though it has been recom
mended by the Committee that. these should be 
revised p~riodically with a view to adjust them to 
th~ ability of the trade to pay. A healthy compe
tition between the transporting agencies is in public 

' . 
interest. The trade should be able to obtain most 
favourable rates for transport and the desirability of 
continuing the carriage agreements should be care
fully considered. The conference companies,· that 
is, companies holding contracts with the Indian Jute 
Mills Association, should not take any advantage 
of their position and conttacts, but should provide 
the same facilities and advantag~s as the non-mem
ber companies allow, so as to place their customers 
on the same level as other mills which are not under 
any obligation through the contracts ·made by the 
Indian Jute Mills Association. 

Like cotton, jute is also a fibrops crop, and the 
quality of the fibre matters a great deal in fixing the 
price of a particular lot. There are two botanical 
varieties of jute, viz~ Corchorus Capsularis and 
Cor~horus Olitorius, the latter is grown in the 
neighbourhood of Calcutta and is called the daisee 
jute. The. variety of jute depends upon weather condi
tions, soil, type of retting, and subsequent operations. 
As a matter of fact jute has been recognised to be of 
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a particular grade according to the district in which 
lt lS grown. Thus We find that generally jute is 
named after the name of the district from which it 

· comes. It is essential for the production of entirely 
good quality that re.asonable. care be taken thtough..l 

·out the cultivation and preparation period, which 
is very seldom, and consequently much of the fibre 
produced falls s~ort of the 'good spinning quality.' 
During the years between 193o-31. and 1937-38 the 
q~ality of jute deteriorated on the whole due to 
fall in prices, . and the inability of the farmers to be 
very particular about the quality rather than quantity. 
This · detetiofation is also due to improvement in 
mac~inery and methods of manufacture which can 

·easily employ the low variety and hence an increased 
demand for the low. quality jute. 

GRADING 

As far as grading goes, the farmer knows and 
·does little about it. The beparis purchase from him 
on the system of estimation of grade outtum. The. 
kutcha balers also" purchase from the beparis on the 
same basis. Tn this system,· there is a grave danger 
o.f under-estima~on of grade IOuttum by the buyers 
which _is very frequent. It is the kutcha. baler. who 
first grades the fibre into different grades for put
poses of baling and export to Calcutta for final dis
posal. Owing to his ignorance of the principles 
of grading, the grower is_ very much exposed to 
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cheating by peripatetic dealers who become conver-. 
sant with these principles with their constant touch 
with kutcha balers. The cultivator should improve 
the quality of jute and leam the art of the ·grading so 
that he may stand on an equal footing with other dealers. 
Commercially jute is classified· into three standard~ : 
1. Long clean jute of good colour and 1ight root 
known as 'Top' z. Sow:id fibre of good colour 
and light root graded as 'Middle' and 3. Bottom. 

MALPRACTICES 

The common malpractices in this trade are two,. 
viz., watering of jute and· adulteration of qualities~ 

The watering of jute is all the more facilitated 
a·s there is no suitable method to detect excess mois
ture in the :fibre. The sun is injurious to the manu
facturing properties of thefibre. It has been assert
ed by the Indian Central Jute Committee that the 
gro~ers are generally not responsible for this mis
chief. It is the beparis, farias an~ aratdars, ._who 
water it either by spraying wa~er over it or exposing 
the :fibre in the tijght. The kutcha balers argue 
that they have no alternative but to purchase wet 
jute in order to ful:fil their contracts at due dates. 
There are frequent claims by mills for excess mois
ture. It has been noticed by experiment that when 
buyers resolved to buy only dry jute, this malpractice 
automatically disappeared. The practice has at present 
assumed alarming proportions, and a strict resolution 
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on the part of buyers is urgently recommended and 
legislation on the lines of Cotton Acts is required to 
stop this practice. 

The other malpractice, that of adulteration is 
commonly resorted to by balers, who mix low grade 
fibre with c]at' jute and mark their bales as the latter 
and pass it on to mills as such. Another practice gene-

_· rally found to be prevailing among the balers of the 
districts outside Bengal, or in the districts which 
produce inferior quality of.fibre, is to send their fibre 
to a place known for better qualities and from there 
to send it to terminal markets ma~ked as the pro-

. duce of the better locality. Thus there is going 
on cheating on a large scale. ·There is no scientific 
research till now to establish comparative spinning 
and manufacturing quality of jute of different classes 
exactly. The Technological Research Laboratory of 
I. C. J. C. has taken u? this task. Legislation Of} the 
lines of Cotton Transport Act of 1923 will greatly 
help to remedy the evil. 

, The standards. and marks under which all trad-
ing . in loose jute is done are agreed upon by the 
Indian Jute Mills Association. in consultation with 
the Calcutta Jute Dealers Association. All mills 
in India adopt the same standards. Each kutcha 
baler has a· number of distinctive marks by which the 
various grades, he ba]es, may be recognised. It may 
be pointed out that daisee jute is not sold under 
milh' classification of standards. It reaches Calcutta 
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in unassorted condition and is purcha~ed wholly by . 
pucca balers for export, the price being mutually 
settled. Prior to the commencement of Jute Year 
a joint cominittee of I~ J. M.A. and Calcutta Jute 
Dealers Association is held at which the working of 
the previous season's standards is reviewed, the 
principal point for discussion is the extent to which 
the guarantee or standards originally set were· 
adhered to by kutcha balers and whether any altera
tion is called for. ill 193 5-36 the standards we~e 
based on 'warp yam system'. In 193-r-38 the system 
was changed due to departures of balers from the 
established system. T~e necessity for settmg quality. 
standards which would not be subject ·to alteration 
from year to year was fully realised by all sections of 
the trade and an attempt was made to arrive at a 
basis, more generally acceptable and more . easily 
capable of being adhered to by balers.· It was de
cided to introduce a guarantee. of fibre with specified 
percentages <;>f cutting. In 1937-38 the_re wer~ 5 
grades, viz., 3's, 4's, R's, T.J. and S. But early in 
that season a number of balers who had sold R's 
_could not get the b,eavily rooted fibre fit for inclusion. 
in that grade. In order to· meet their cdmmitme.tits 
they tendered 4's instead. ·This had the effect of. 
raising the standards and as the season advanced 
3's disappeared from the list of sales and 4's were 
seldom quoted; thus for all practical purposes R's 
became top mark. 
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It was realised that these changes were a disturb
ing factor and with a view to make the grades perma-
nent it was decided to standardise the bottom grade 
in a manner which would leave no room for altera
tion. Consequently in August i93 8 three grades, viz., 
top, middle and bottom were fixed which proved 
satisfactory, but the specifications for the respective 
grades even now do not indicate. dearly the various 
factors which affect the spinning quality of jute. 
~e terms 'good fibre' and 'good colour of the dis
trict' are open to different interpretations and may 
lead to arbitrary assessment of quality. Moreover, . . 
the percentage of cutting may serve only to indicate 
the proportion of fibre fit for yarns other than sack- · 
ing weft and not as an index to any of the 
quality factor. 

In view of the weaknesses in the present methods 
of grading, it seems de.sirable, as pointed out by the 
Indian· Central Jute Committee 'that the positi?n 
regarding the basis of loose jute standards should 
be examined thoroughly to see if these cannot be set 
in a more technical manner which would be accept
able to all branches of trade. 

As regards the various claims arising due to 
quality, weight, moisture, etc., they . are amicably 
settled between buyers and sellers, but in case of 
dispute the matter is referred to the Tribunal of 
Arbitration of the Bengal Chamber of Commerce, 
whose decision and award are final and binding. 
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Nearly xoo to zoo _arbitrations ate held yearly. 
If any changes are intended. in future in the 

method of fixing and m~taio.ing loose jute standards 
a system of settling ~!aims by entirely impartial 
methods should also be introduced. · 

STORAGE FACILITIES 

Now coming to the conservation of jute fibre 
by the different patties, it is observed that the grow
ers generally do not play any important part in 
this respect, as their individual production is on an 
extremely small scale, as is evident by the following . 
. table: 

PRODUCTION BY INDIVIDUAL GROWERS1 (I937-38) 

~ 

' _Percentage of growers producing 

Province 
0-5 5-IO I0-2.0 2.0-30 above 

mds. mds. mds. mds. 30 mds 
-

----
Bengal-

East .. I4·3 2.2..4 2.6.3 I5·5 2.1.5 
West .. 32.·7 33·4 2.8.3 9·0 6.6. 
North .. 2.0.8 2 7. 5 2.6.8 12.. 3 12.. 6 

Bihar .. 2.3.8 2.I.I 2 7·9 I3.2 I4.0 
Assam .. 33·0 2.0.0 24·7 I I. 0 II.3 
Orissa .. 2.8.o 20.8 2.4.0 I

1G.o I2.0 

The table shows that nearly 3 7% in East _Bengal, 
and 5o% in other jute areas have an average outturn 
of 10 mds. or less. Such a small outtum per head 

1 I. c.]. c. P• I86. 

38 
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does not call for storing facilities_ to be maintained 
by each grower. 

·The beparis in their turn do not store the fibre 
for long periods due to lack of storage facilities at 
their disposal and also because they are financed by 

· the_. aratdars of k:utcha balers on the condition that 
they will sell the jute purchased by thein to the credi
tor at the earliest opportunity. 

The aratdars store jute for better prices. Some 
of them store it only for their principals who are 
generally kutcha balers, but there are some who store 
it- on thei.t own account in godowns owned by them 
or hired for the season. 

The kutcha balers are the most _important starers 
of jute fibre. They store jute in baled form for better 
prices, and whenever they want to sell their stock they 
have ready markets for sale in Calcutta at all times •. 

METHODS OF STORAGE 

Any study of the marketing conditions prevail
ing in any area with regard to any commodity cannot 
be complete without a reference to· the storage facili
ties available at the different stages through which the 
commodity passes before reaching the final consumer. 
In case of jute a discussion on storage facilities would 
imply the facilities available in villages,•primary mar
kets, secondary markets and the. terminal markets. 

In villages the methods and conditions are very 
primitive. They spread sticks on the floor on which 
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they place the bundles of jute. The houses have 
gen~rally bamboo walls ·and thatched or corrugated 
iron-sheet roofs. -Well-to-do growers construct 
platforms of bamboos about two feet high, called the 
'machas', inside the-room meant for storing, in orde:t 
to avoid waste by mice, damp, etc. The same method§ · 
are practised by beparis. 

In the primary markets. one finds godowns having 
corrugated iron sheet roofs with walls of t]le same 
material or of bamboos. The floors are generally 
of hand-beate~ earth; when stored for sm:ill periods
( one to twC? months )-it is· piled on bare floor, but 
for long periqds it is put on planks or bamboo-made. 
''mochas', nine to eighteen inches above the "'.floor.· 
Most of them are owned by dealers, while some are 

. I 

rented for the season. The rent for. such godowns 
depends upon the location a~d importance of the 
market, storage capacity, and type of the building 
The rent here varies from 2 5 to 5o rupees per annum 
for a godown of approximately Iooo mds.· capacity. 
In addition to the ·dealers aratdars also· own godowns 
in primary markets for storing their own and also of 
farias' and beparis' products and arrange for _i~s sat 
at favm:lrable prices. They also storC? june purchased 
on account of balers on which they get commission.· 
These gqdowns are seldot'I\ insured. 

In the secondary markets, substantially . built 
structures affording good protection from wheather -. 
are found. In the i~portant baling centres they are 
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of ~olid brick construction throughout with asphalt 
flooring, and a large number of them have corrugated 
iron sheet walls and roofs. These go downs have 
capacity of sooo to xo,ooo mds., while godowns hav
ing the capacity to store upto so,ooo mds: are also 

· not uncommon. They are available on hire. The 
Indian balers do not insure either the stocks or the 
godown while Europea.Q merchants insure both . . . 

- Aratdars who are nqt agents allow the beparis to keep 
" their jute on their premises on the understanding. that 

they will sell through them. The bal~rs having long 
and close connections with beparis also give them the 

. same facility. They are allowed to store their goods 
in baJers' sheds for about a fortnight or a month free 
of charge as they generally expect the jute to ·be sold 
to them. In some of the markets specially in Purnea 
district in Bihar, the sellers• are allowed to store jute 
from one hat day to another, either free of charge or 
on payment_ of 3 pies per md. 

In the terminal markets, specially at the more , 
important ones, viz., Shambazar and Hatkhola loose 
jute markets, fine buildings of brick with· corrugated 
iron sheet walls and roofs, with asphalt flooring, are 
available on hire. In Cossipore, however~ there are 
no godowns as jute is sold while lying in railway 
sheds. Ifnot sold wi~in a -day or two it is removed 
to a neighbouring godown hired for the purpose. 
The nUlls and pucca balers maintain their own 
godowns made of solid brick anq cement construction 
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which are water tight having capacity of 2.o,ooo to 
5 o,o<?o mds. 

Insurance of the godowns is not common here 
as well. But the insurance of the stocks particularly . 
during the hot season is more common. A fire brigade 
tax is levied by the municipality on all godowns. 

Proper storage is very essential to the quality of 
jute. Though no exact data are available as to the. 
percentage of loss in weight, colour, spinning..,Proper
ties, etc., through faulty storage, it is an aduytted fact 
that a high percentage of moisture combined with 
heat encourages fermentation and so the fibre mqst. 
be stored in a dry place. Jute packed during monsoon . 
season loses more weight after the t:nonsoon thatl that-~ 
packed in post-monsoon period. The trade has recog
nised it and allows I2.% on jute packed during July to 
September and Io% thereafter. The mills take a 

, free short weight allowance of 2.% on jute stored for · 
them for 6 months or more at the time of delivery. 
The fibre loses about 3 ~% in weight during the hot 
weather and regains I to I~% during the rainy season 

. in corrugated iron godowns. , 
The tendency to deteriorate in colour and strength 

is not uniform with all the varieties of jute, e.g., 'Jat' 
deteriorates much less than qther kinds of jute such 
as. Dowrah, 'Northern', etc. The, causes responsible 
for this state of affairs should be investigated by the 
Technological section of the Indian Central Jute 
Committee. 
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PIUCE 

- The prices paid to the producer of raw jute in 
the village and those charged from the consumer 
are not at all comparable as in villages the jute is sold 
.in un~ssorted condition, while in Calcutta it is sold in 
well-?eHned grades, and secondly because the trans~ 

. actions of a kutcha baler are speculative, that is to say, 
he may sell a partiCular lot at a loss which he may 
cover b'y selling the othet lot at a hlgher price. How-.. 
ever, the basic prices prevailing in the mofussil are . 
largely governed by those which are offered by the 

• 
consumers in the loose jute markets. The European 

.. merchants regard the prices quoted in the open loQse 
jute markets as the correct index of the trend of prices, 
while the Indian merchants are guided by the Futures 
Markets and many ar~tdars and beparis follow their 
example. But as a matter of fact there is seldom any, 
wide · difference between these two prices. Other 
things being equal, the price depends upon the variety, 
class, and quality characteristics of the fibre. In the 
mofussil the pri~es are generally fixed on the buyer's 
est4nation of the grade outtum in a particular lot and 
it is finally . settled by open bargaining. In s~me of . 
the large baling centres prices for the three grades are 
agreed upon and then the total fibre is graded acco~d
ing to quality. No secrecy is o~served about the 
prices at these places. In Calcutta Loose Jute Markets 
pri~es are settled after buyers have inspected the goods 
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and strict secrecy is maintained about· the prices offered · 
or paid. 

Owing to insufficient data no trend ofprices can 
be established in upcountty markets. Before the War 
the prices of raw jute were falling very much owing to 
enormous crops for several years. The whole struc
ture of the economic life of Bengal was threatened 
by the depression in jute prices. The Government 
of Bengal, after a long controversy abC?ut the 
restriction of jute acreage, brought forth a plan of 
restriction of jute acreage in 1940 through allotment-. 
of quotas to farmers. It was with a view to avoid · 
a total collapse in jute prices .. The scheme has 
partially succeeded. 

.. 
It is desirable that permanent arrangements should 

be made for recording prices in a nuniber of representa
tive villages, hats, primary markets and baling centres ~ 
throughout the -year, so "that the Government and 
others interested, may be in constant' touCh with the
economic condition of the province and take early 
steps to avert any possible crisis by being able to know 
it better and beforehand. The information should · 
be obtained from reliable sources and be supplemented . 
with figures of weekly or monthly arrivals' and grade 
outturn for the corresponding periods. 

There is no· independent mar~eting intelligence 
agency for growers who have to depend largely on 
peripatetic dealers who get information from aratdars 
and kutcha balers. Newspapers are of litde avail to 
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illiterate growers, while government publications 
contain information only of academic interest. Thus 
it is quite probable that growers' ignorance, in this 
respect,· is exploited. 

There is an urgent need for dissemination of 
Calcutta . price information in jute growing ~reas. 

The price dissemination scheme of the ~- C. J. C. had 
encouraging results and it may, therefore, be extended 

· without loss of time to all areas, particularly to those 
with heavy jute cultivation. Wireless· has immense 

. potentialities in this respect. As in the Punjab and 
C. P., -radio sets may be adopted successfully in Bengal, 
Bihar, Orissa and Assam for conveying price in

.. formation. · 

STANDARDS AND UNITS OF WEIGHTS 

There is a great diversity in the standards and units 
of weights in force throughout the jute growing pro
vinces which is very confusing to the seller who comes 
from some remote village. Comparison between 
the two is often a difficult process to the illiterate grow-

. er and it generally gives a chance of swind~g to the 
buyers' weighmen. The practice of weighing with 
one standard and paying with the other is very deplor
able. The standards range between 6o to 120 to las 
per seer. The balers and merchants in Terminal 
markets, however, use only standard seer and 
maund. 

As regards scales almost all types of them are 
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used according to requirements and facilities of the 
buyer. These scales are generally incorr~ct in the, , 
primary markets and the ·secondary markets as well. ~ 

The buyers encourage over-weighing by their weigh
men. Weighing is, however, generally done by buyers 
but sometimes s~llers insist ·on weighing out their 
own fibre; when the quantity offered is large, ·a few 
bundles are weighed and an average struck out, the· , 
bundles are then counted and weight calc'ulafed. 'In 
the secondary ma+kets all jute is invariably weighed. 

There being no official checking of the correct
ness of the weights, the buyers generally use faulty , 
and wrong weights. _Though most of the provincial 
governments have passed legislation to , punish the 
users of wrong and faulty,weights no steps have been 
taken to, enforce ·, them effectively. It is suggested 
that there should be a proper and strict cont~ol in tp..is 
respect. 

Seed. The quality of the f?.bre has been steadily 
deteriorating for the last few years due mostly to bad 
seeds. It has been found on enquiry that most of the 
growers produce their own·seedand ofte.R in ex~ess of 
the individual requirements. On an average 4% of t4e 
total jute area was retained for this purpose.io 1937-;8. 

1 The growers sell the surplus seed to fellow villagers 
or to beparis, etc., who in turn sell them to growers 
elsewhere. The plants retained for seed purposes, are 

, stunted and the seed is not properly preserved. Ac
cording to the figures supplied by the I. C. J. C., 99% 
. 39 
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of the total area under jute is sown with seed grown 
by growers and only t% with seed supplied by 
Government agency. There is need for propaganda 
to impress upon the growers to retain good plants 

· for seed purposes and at the same time ~ttempts should 
be made_ to popularise better methods of seed pre· 

· servation. 
The Department of Agriculture of the Bengal 

Govemmerit has introduced several varieties of seed. 
The Government has appointed an agent, at Narayan
ganj, to produce and distribute improved varieties of 
seed, with government control over the quantity and 
quality of the produce. The charges of the Govern
ment seed are very high, being -j12.j- pet seet of 
Capsularis and t/- per seer of Olitorius as compared 
with -/I/6 and -12./- per seet respe'ctively for bazat 

\ 

seed. There is need for investigation into the possibili-
ties of l~rge scale production of seecf by government 
on the high lands of North and West Bengal at a lowet 
cost. 

Since 1939 the Agricultural Research Laboratory 
of the I. C. J. C. have undertaken research on the va
ri'ous aspects of jute cultivation, specially to improve 
the quality and yield of the jute fibre. A sum of Rs. 
so,ooo has been allotted for this purpose only. 

Consumption. Between 1929-30 and 193 8-39 about 
57 per cent of the total jute produced in India was 
utilised by millsJn the country, 3 per cent was con-
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sumed in the villages and 40 per cent was exported. 
Therefore, jute is exclusively a money·crop. It is not 
retained like so many other agricultural commodities . 
for home consumption. · 

The type of jute goods mam1faciured in _India 
are hessians, saclP.ngs, tarp·aulins, canvas, etc. · The 
consumption in villages is confined to rope making. 

United Kingdom and Germany, hav:e upto -1939 · 
been the most important buyers · of QUr jute. 
Germany has been excluded from our list of customers 
since the outbreak of the present war and the demand 
of trade for· jute has considerably reduced now, 
though to some extent it is made up by large war . 
orders of the Gov~rilment of India, United Kingdom 
and· U.S. A. 

In conclusion it may be remarked that a ·· compre-_ 
bensive and well-chalked out plan to reform the_ mar
keting conditions prevailing at present on the lines 
suggested above, and a well-managed policy of. res
triction schemes of the Bengal Government and others_ 
would go a long way to solve most of the problems of 
the jute crop and the jute grower in India. · · 
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India occupies a position of prestige in the pro
duction of rice· in the world. During 1936 and 1937 
she contributed 2.'. 7 and 3?· 9 million tons out of the 
to.tal world production of 89.9 and 99.9 million 
tons respectively-representing an average of about 
31 p. c. 
; " In India herself rice· is by far the largest single 

crop grown. . It occupies, on an average for the de-
. cade 192.7-2.8 to 1936-;7, 76.2.6 million acres represent

ing about 18 ·p. c. of the total area under cultivation 
and ;6% of that under food crops. The latest statis
tics available with regard to ·area and yield are the 
following:-· · 

1938-39 1939-40 1940-41 
.. ~· 

Area in acres 73,398,ooo 74,278,ooo 73,063,000 

Yield in tons 23,962,000 25,7J4,000 22,191,000 

(Taken from the Estimates of Area and Yield of Principal 
Crops in India, 194o-41). 

Rice occupies a position of unique importance in 
Bengal, Madras, Bihar, Orissa, C. P. and Assam. It is 
the most important food crop in south India, while in 
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other provinces also it is second only to wheat. 
Among these provinces Bengal is the largest rice 
growing unit with 2. I • 03 ?Jillion acres OUt ofthe whole 
lot. Next in importance come Madras ,and Bihar 
having 11.04 and 10.2.6 million acres respectively. 
But in spite of India· being an ~portant c6untry 
in the world in rice productjon, the yield pet acre com
pares unfavourably with that of other countries as 
shown in the following table:-

. (Yield of Rice per acre in lb.) 

Average Average 
.. 

Country 192.6-2.7 of 1931-32. 1937~38 19)8-39 
to 1930-31 to 1935-36 . 

India (includ- , 

ingBurma) 8p 82.9 82.6 72.8 
Burma . . 88T 845 813 959 . 
U.S. A. .. 1,333 1,413 1,471 1,469 
Italy .. 2,797 2.,963 3,2. 58 2.,9°3 
Japan .. 2.,12.4 2.,053 2.,305 2.,2.76 
Egypt .. 1,845 . 1,799 2.,001 2.,1 53 

Supp!J for the market. A considerable propor
tion of rice grown in the country is retained and con
sumed in villages themselves in the. following ways: 

(i) Pay~g hire~ ~abour in kind. 
(ii) Exchanging rice for ·other commodities.· 

(iii) For seed and stock feeding purposes. · 
(iv) For the household consumption of the grow

ers. 
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The report on the Marketing of Rice in India 
and Burma estimates the marketable surplus of Indian 
produce of rice at 40. s% of the total crop while the 
rest is retained in the villages for one or· more of the 
above purposes. This 40. s% left for the market · 
represents roughly II • s million tons only. The 
amount of retention varies in different places. In 
Assam where rice is the staple crop it amounts to 

- as much as 94% of the total production. 
. The marketing season begins just after tlireshings 

are over as the cultivator needs funds to meet the va-. 
rious current financial obligations and to liquidate the 
previous borrowings. 

Normal Periods of Sowing, harvesting and mar
keting of rice in some provinces:_t 

. . ' 
Pro

vtnce 

Assam 

Bengal 

Bihar 

U. P. 

Type of 
crop 

Winter 
Autumn 
Summer 
Winter 

Autumn 
Summer 
Winter 
Autumn 
Summer 
Winter 
Autumn 
Summer 

Sowing 
Period 

Harvesting Marketing 
Period Period 

June Nov. to Jan. 
April July to Aug. 
January April to May 

Dec. to. May 
Aug. to Nov. 
July to Aug. 
End of Dec. May to June Nov. to Dec. 

to June 
April Aug. to Sept. Oct. to Dec. 
November _ Feb. to March -April to May 
June to July Nov. to Dec. Jan. to June 
June Sept. to Oct. Nov. to Dec. 
Oct. to Nov. Feb. to March April to May 
June Nov. to Dec. Jan. to May 
June to July September Oct. to Dec. 
December May Retained in 

villages. 

1 Rice Report, pp. 2.8-2.9. 
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The supplies to the market are seasonal. : Rice 
being very susceptible to natural influences, specially· 
rain, the rush of the supplies falls down as soon as 

· rains start. It is also due to defective means of com
munication connecting the villages with the markets. 

Besides producing large· quantities, India had to 
import about It- million tons of paddy and rice 
annually from other countries, principally from Burma . 
to meet her total requirements, of which about 2. 5 o,ooo· 
tons was re-exported. Thus the total· net- available 
supplies of rice in India may be stated as follows f~r· 
I937-38:l ' 

Total production · . . 
Imports •• •• 

Less Exports •• •• 

• • 
. . 

• • 

2.9,5 3o,ooo tons . 
I,398,ooo .• , 

30,92.8,poo , 

2.50,000 " 

• Net available supplies • • 30,678,ooo , 
. .. l . 

This gives us an approximate per capita consu~p-
tion of I 8 I lb. The highest rate is in Bengal· with a 
per capita, co.nsumption of 344 lbs. The most im
portant fact regarding the demand of rice is its in
elasticity. It is not easily influenced by the changes 
in the prices of other cereals. · 

There has been a de£nite swing from hand-pound- ·. 
ed rice to milled rice as shown by. the rap1d increase in 

1 Report on Rice (page 84) 
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the numbet of the hulling mills. But ·still in the 
growing areas the villagers consume ·hand-pounded 
rice·and among the educated and professional classes 
too it is finding· increasing favour. · 

· Besides domestic consumption, the demand for 
rice. is constituted of seed requirements, and stock 
feeding. There is very little influence of season on 
this detl\and. It . may fairly be called constant. 

An impo~ant characteristic· about the marketing 
o{rice in India is that 'there is no such thing as aye.r
age ·price of rice1 due to: 

(a) Eno.rmous varietie~ pr?duced. -

(b) Complexities of consume.r's prefe.rences. 

-(c) Localisation of productic;>n types. 

(d) Localised nature of demand.· 

. (e) Non-existence of any representative type o.r 
standards of quality. 

But still the chief factors influencing prices are: 

(a) Confo.rmation o.r grain size (fine, medium, 
and bold), 

(b) Raw o.r parboiled, 
(c) Machine-milled o.r hand-pounded, 
(d) Variations in grade o.r quality, 
(e) Age or maturity, and . 
(f) Colou.r artificially applied. 

1 Rice Report (page zo2.). 
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But" all these factors are determined by visual. 
inspection which is often inaccurate. However, 
some specific grades have been laid down under· the . . . 
provisions of the AgricultUral Produce "(Grading and 
Marking) Act, 1937· The prices of the different 
varieties in different mar~ets ·show ·no sympathy with 
each other. 

A considerable scope exists for_ the improvement 
of Market Information in this respect. It is of.para
mou~t importance to increase the retum to the grow
ers. The official prices show no conforf!llty to the 
principle of_ utility. They lack ,in accuracy ·and. are 
generally in unintelligible form. · 

In the daily and Commercial Press the units of 
weights and measu;es used ~nd the basis of quotation 
are different in different markets which makes it . . . 
impossible to arrive at any con~!usion concerning the 
relationship of prices in different markets, whiJe the 
prices of paddy are rarely found there. 

The radio has considerable poten~alities as a 
medium for the dissemination of market information 
in rural areas and to make the broadcasts useful, 
up-to-date price quotations should be obtained from 
reliable sources, which may be organised 'Privately or 
by the government. 

MARKETING~ PROCESS 
"" 

When the crop is harvested, threshed and win
nowed and has, in some cases, undergone further pro-

40 
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, cess of dehusking by hand-pounding or power-driven 
machlnery it is assembled by one or more of the fol
lowing agencies: 

(a) Cultivators . 
• 

.. (b) Growers who collect the produce of others. 
(t) Landlords or zamindars. 
(tl) Village merchants or banias. 
(e) Itinerant merchants or paikars orfarias. 
(/) Wholesale merchants. , 
.(g) Professional dehuskers .. 
(h) Rice Mills' Agents. 
(J) Cooperative organisations. 

It is a notable factor that about 61 p.c. of the 
total Indian marketable surplus is assembled as paddy 
and 39% as rice. The ·Punjab, Bombay, Madra_s, 
Assam, Hyderabad, 1fysore and Travancore contri
bute paddy in larger quantities, and Bengal, Bihar & 
Orissa, U. P. and C. P. rice. 

Though the cultivators always Hke to market 
their produce directly, they are handicapped by fear 
of e?Ccessive deductions, and poor communications. 
Their creditors are also interested in acquiring ~their 
produce at first hand. Therefore, in fairly normal 
conditi?ns about 17.4 of the total marketable surplus 
is sold by cultivators directly to consumers in village~ 
and in the assembling markets. This percentage 
cllifers in clliferent provinces and in different parts of 
the same province. In the Punjab the percentage is 
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3 5, while in Travancore it is only 3. In western dis-
tricts of U. P., viz./ Saharanpur, Kashipur ·and Hald
wani at least 5o% of the ·total arrivals are ~rought in 
by growers while in some eastern districts only about 
8% is contributed by them. 

The second agency is respon~ible only for about 
2% or 2.42,ooo tons of the total marketable surplus. 
They are only found in Assam, U. P., C. P. and 
1fadras. ~ey purchase the produce of small culti
vators in cash obtained from village bania or arh~tia 
in the assembling market. ~ --~-

The landlord is not a factor ,of any great · signi
ficance in any major rice-growing tracts except Madra~ 
and Sind where his share comes to about ·15% of the 
total provincial surplus. It is mostly .in the form of 
paddy and hand-pounded rice. 

Village merchants and banias are the :most im- · 
portant assembling agencies. Their share comes to 
about I 5. 2% of the _total Indian marketable surplus. 
It is due to their influence and position in the village 
~economy. This .1 5 · 2. o/0 comprises. half of paddy and 
a little less than' half of hand-pounded rice and •the 
rest of machine-milled rice. 

The itinerant merchants, known as farias and beo
paris in Bengal, Bihar ~nd Orissa and ghumats in the 
Punjab, are still more important agencies responsible 
fo1; about 2. million tons or 19% of the total Indian 
marketable surplus. They function with their own 
money or with that of large arhatias of the assembling 
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and distributing markets, Their operations are most 
pronounced in Bengal, Bihar, Orissa and Madras. 

Prof~ssional dehuskers ire another important as
_ sembling agency. They purchase paddy directly from 
the growers, get it dehusked by th~ir womenfolk by 
hand-pounding and sell it in nearby wholesale market 
or directly to consumers. Different castes are engaged 
in this profession, e.g., malis, banjaras, ktltanharas, 
etc. They are very important in U. P., accounting 
for about I6% of the provincial surplus. In India, 
as' a. whole, they account for about 6 p. c only. 

The mills send their agents to the main rice-grow
~g areas to purchase their requirements directly from 
growers. Sometimes advances are also made, 
binding the growers to deliver their produce to the · 
mill. This agency accounts fot about I 3 • I% of the 
total Indian marketable surplus. , 

The Coopetative movement plays a very insigni
ficant. and inefficient part in the assembling of paddy 
and rice, claiming only o. I% of the total surplus. 

Table showing the shate of ea~ agency in assem
bling.1 ' 

Agency In ( ooo) tons Percentage of total 
surplus 

Growers .. 1,,64 13.6 
Landlords .. · 78z 6.8 
Village merchants 1,748 . lj .z 
Cultivators . . .. Z4Z z.I 

1 Rice Report (page z 56). 
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., The price received by the growers in the villages 
is always less and sometimes appreciably less thanthat 
ruling in the assembling markets. The loss thus sus
tained by them varies between 6! and 1.2.! p.c. of the 

· price obtainable at assembling centres. It is partly 
due to the cost of other charges and partly to the 
micldleman' s profit. 

Markets : As in other cases paddy and rice pass 
tbrough prim~ry and secondary markets to terminal 
markets. There is no speciality about the nature of 
these markets SO far as rice ana paddy ~re CO.tl:Cemed 
and hence the general description as given in wheat and 
other reports _is. applicable here also and need not be 
repeated. , 

In Madras, Berar, Bombay and Hyderabad, Acts 
have been passed to regulate the markets but. non_e 
of these Acts except that of Hyderabad passed in 19.2.9-
30, applies to rice. However, .measures are being 
t~ken to extend_ the provisions of the y~rious ·acts 
so as to cover rice and paddy as well. 

Rice is generally brought packed in guilny bags 
while paddy is brought in . bulk. The sellers come 
early in the morning to the arhatia' s shop. In many 
cases the arhatia is their creditor while in others they 
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ate brought to him by his 'touts'.. The arhatia 
acts as an agent of the seller. Bids may be offered in 
any one of the three ways depending on local customs: 
· (J) Under cover: It is common in many country 
markets and notably in Bombay, C. P. and Madras. 

(iz) By auction : It is common in some of the ntlt

kets in Bombay, Hydetabad, Mysore and in Northern 
India. 

(iii) Private agreement : It is common in a number 
of markets in Madras, Bombay, C. P., U. P., Hyderabaa 
and Mysore. The buyers come to the seller's agent 
at any time convenient to· them and make their offers. 

The basis of sale is subject to deductions on ac-
. count of impurity content, milling quality, and mois
ture, etc. In some ca~es it .is assessed on visual ins
pection for each lot, while in others such deductions 
are fixed by custom, irrespective of the actual quality 
of the produce. At the time of delivery . even fur
ther · deductions are sometimes claimed by buyers on 
frivolous grounds. 

The price payable to the seller is subject to various 
other charges. The most important of these are arhat 
and Jalali. At some places they are payable by the seller 
as in Bengal at Daspara, Chetla, etc., and at others by 
the buyers as in Madras. The rate differs widely bet
ween 5 as. per cent (Rs. I oo) as in some Bengal markets 
and Rs. 5 -.z as. as in the case of Basmati rice in 
Dehradun. Of these, the seller pays I .z annas and the 
buyer Rs. 4-6 as. Handling chargeS- in respect of 
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cleaning, loading and unloading, weighing and 
stitching Gf bags, etc., are also charged to the 
seller. They vary between · 3 as. 9 p. per cent at 
Balasore in Orissa and ·I 3 as. IP p. in Kumbakaon 
in ~fadras. Charities or dharmadas are payable 
both by the seller and buyer irt Madras, U. P~, Bengal, 
while in Bihar; Orissa, C. P., and the Punjab, etc., 

' they are payable only by the sellers. The rates 
differ between I a. z p. per cent in U. P. and I~ as. 
xo p. in Hyderabad. The money accumulated under 
this head is not unusually ·used for trade purposes. 
A number of deductions for arhatia's servants, 
sweepers, etc., are also imposed upon the poor sellers. 
Added to these are taxes levied by urban administra
tion, local bodies and market committees or owners·, 
as the case may be. Besides these charges, ,the seller 
has. to tip the employees .of these bodies to avoid 
inconvenience and delay. 

Financing. The village bania is the chief agency, 
although landlords and itinerant dealers sometimes 
also share in the financing of the growers. Loans are 
generally advanced in · cash and kind for the 
grower's current needs and seed requirements 
respectively. In the former case no interesr is· payable 
if loan is repaid in kind, the rate for which is fixed 
in advance, or if the grower a~rees to sell his produre 
to the creditor at 3 to 4 annas per md. less than ·the 

·market rate. In other cases interest at the rate of half 
anna to I anna per rupee per month is charged. Loans 
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in kind are invariably repayable in kind-the sawai · 
(12.5 per cent.) system is the most common system in 
this respect. · 

The village merchant finances the itinerant dealer 
at lower rates due to less risk involved. The whole
. sale merchants and commission agents make abvances 
to village merchants and beoparis at rates varying from 
9 to 12. p. c. In return the debtors sell their collec
tions to or through ~eir creditors. Sometimes the 
village n:erchants take advances on· the security of 
the produ~e brought to the market in case the price 
ruling in the market is unfavourable at rates ranging 
'between 6 to 9 p.c. 

In their tum the wholesale merchants are financed 
by- shroffs by" muddati hundis at 4 to 12. p.c. The 
banks also advance from 66% to 75% of the value 

. of the produce against pledge, but their facilities are not 
widely availed of. The banks should consider to give 
more liberal facilities in view of the comparative im
munity of paddy from deterioration and the customary 
seasonal rise in prices. 

The Cooperative movement ~as made little head
way in the marketing of rice. However, the grain 
'galas' of Bihar and Orissa have certainly been operat
ing successfully and indicate the possibility of their 
extension in other places. 

The system of revenue collection also compels the 
growers to sell their produce just after harvest when 
prices are at their lowest. In this connection, reference 
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may be made to Kashmir Valley Food Control Depart
ment. This department collects I /8th of the crop of 
the p~ltivator and pays him in cash, free of intere.st, 
in two instalments, to meet revenue and his other. 
needs. This system is worlcing well in I, 5 56 villages. 
There are z 5 collecting and 3 6 distributing centres. 

Classification, Grading and Standardisation_: In
numerable varieties of rice grown in · India have so 

' ' 

far prevented the laying down of well-defined stand-
ards and grades. Hence the great· bulk of internal 
trade is done on the basis of samples and. the compara
tive values are determined by visual examination only. 
However, certain well-known qualities of _imported 
rice from Burma are sold on the basis of trade descrip
tion. Consequent on confused conditions in the iri- · 
temal trade no allowances or deductions for impurities 
or inferior quality are recognised-the disputes being 
settled after considerable higgling. Grading by 
millers and merchants in India is, however, done 
but ·on individualistic lines. 

· Adulteration with cheaper and inferior types is 
known to occur to a considerable extent as in other 
agricultural commodities. However, differences 111 

the different grains is made-on the follow~g lines: 

41 

(j) Fine, medium or bold. 
(ji) Raw or parboiled. . 
(iii) Machin.e-milled or hand-pounded. 
(iv) Adulteration of broken rice. 
(v) Age. 
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Mea.sures have been taken under the Agricultural 
. P~oduce (Grading and Marking) A~ 193 7 to draw up 
standard grade specifications in respect of ~ number 
of well-known· commercial descriptions according to 
the .va~ous qual~ty factors which include: 

. (a) foreign ma~er other than rice~ (b) broken rice, 
(e") fragments, (d) other rices including red grains, 
(e) damaged or discoloured grains, (/) weeviled 
grains, (g) chalky grains, (h) x,ooo kemel weight, 
(!) conformation of grain as measured by its length 
and breadth ·ratio. The scheme is entirely voluntary 
but it is steadily gaining popula±ity ~ 

It needs examination how far the export trade in 
rice ·can be expanded .under the Agmark Grading 
Scheme . 

. · Conservation. In villages the cultivators retain part 
of their produce for seed purposes and for domestic 
requirements. Well-to-do growers also store to mature 
the paddy and to sell it at favourable prices. The land
lords store considerable quantities of paddy for various 
purposes. The methods of storage in· rural areas 
are always _crude, cheap and simple. The receptades 
are mostly made of plaited straw, split bamboos, · 
mud or brick work, ·or of wood. The persons con· 
ce~ed take as much care as possible to save their little 
possession in this form from loss. These receptacles 
are gen~rally made of a platform and are of different 
capacities suited to the individual requirements. They 
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are in dilferent ~hapes, rectangular or conical, and 
are known by different. names i~ .,.the different pro
vinces, e.g., Morais in Bengal, C. P .. and Behar, 
Pattarais in Madras, Kothis in u·. P.,. Gundis in 
Sind, Panats in .Karnatak and so. on. Somewhere 
only pits lined with straw· are used to store the . 
gra.111. 

In the Markets: As al;Jout , half of the surplus 
is carried to the markets within 4 months of the har- · 
vest time, the merchants maintain permanent storage 
facilities made of brick work with cemented· or flag
stone floor of different capacities. Kothas of U •. P. 
and Gadi and Dhanyappa . Kottus of Madras are 
typical examples of the names given· to them in 
these provinces. In Kashmir we find huge · gra~ 
naries built of local wood and maintained oy the 
State. .The .experiments can well be tried in other 
parts of the country as well. 

In the mills there are always. adequate storing 
facilities. Paddy is stored in bulk both at the markets 
and the mills while rice is invariably stored in bags 
in the mills, and both in bulk and bags in mark~ts. At 
the ports the port authorities maintain .. adequate 
storage facilities.. . 

Chemical preservatives or insecticides are rarely 
used. . Some indigenous substances such as ashes, 
lime powde~ and bran are certainly used when rice is 
stored for a year or so. 

The cost of storage in villages in respect of recep-
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tacles made of interwoven bamboos, stalks, etc., aver
ages at about Rs. 5 per 1oo mds. capacity. The 
life of such a receptacle depends upon the care taken 
of it. 

The storage costs in town markets depend on 3 
factors: 

(z) Godown rent, (it) Handling charges and 
(iii) Interest. 

On an average the monthly cost works out to be 
betWeen 3 • 3 6 and 7. 77 pies per md. for paddy and 
between s .02. and 14.68 pies per md. for rice which 
is stored in bags. In case of mills they have got their 
own godowns, but if for any reason they have to hire · 
outside accommodation, the cost ranges between 1 

pie t~ 3 pies per md. per month.· 
Lo.rs in Storage: Paddy and rice like other grains 

undergo certain change due to atmospheric influences. 
In case of paddy which is harvested in semi-mature 
condition, there is a great loss of weight as the 
moisture dries up. Weevil also accounts for a heavy 
loss. Paddy suffers much less loss on this account 
than rice. Such loss is estimated at about 95,ooo 
to 1 oo,ooo tons annually. Dampness causes fur
ther loss, particularly in case of kachcha floors, 
which is estimated at ~bout Io,ooo tons of paddy 
and xo,ooo tons of .rice approximately. There 
is further loss due to rats, mice and vermins. It 
accounts. for about 1 Io,ooo tons of. paddy and rice 
together. !Jle total loss due to these f~ctors comes 
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to about 3 17,ooo tons t>f rice and paddy anp.ually of a 
value of about 302 lakhs · of rupees. 48 per cent 
of this loss takes place it?- pa~dy storage and the rest . . 
1n nee. 

A peculiar fact as regards paddy and rice is that 
there is an improvement in their quality, as they ma
ture. Though no optimum 'length of storage is pos
sible to be given, yet trade has formed ~ rough and 
ready classification regarding storage in different 
provinces. A premium is paid on old ·rice. But one 
thing is certain that when rice is stored in the form 
of paddy there is less loss due· to weevil attack ~and 
atmospheric changes and the quality improves to the 
similar extent. 

There are no centres where future trading is car
ried on in rice on an extensive scale as in the case of 
wheat or cotton. It is due to the following causes:-· 

(i) Innumerable varieties nec~ssitating sale· by 
sample, (ii) no large and organised mandis for rice, 
(iii) small carry-overs-rapid movement· of the crop 
for consumption, (iv) bulk of rice remains with 
growers in the form of paddy till purchased by 
mills and professional dehuskers, and (v) absolute· 
lack of relationship between · prices in the different 
markets. 

The storage cost_ of riCe prevents its storage in 
anticipation of rise in prices after the post-harvest 
depression, as it generally exceeds the difference 
in the two prices exc~pt in Bengal, c.· P. and U. P. 
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However, in case of paddy hr Bengal, Madras and 
Bihar there are greater chances of gain for growers 

. by co-operating to store t}:leir paddy for someti~e as 
the difference in prices more than compensates the 
carrying charges. No useful information is available 
to trade ·as regards statistics regarding stocks of rice 
and paddy_ • 

The . storage accommodation in India is very 
• 

· elastic as storage is not localised· in any special area 
or confined to structures exclusively designed for 
the purpose, as is found ~ Europe, America and 
Australia, etc. The dispersion of storage over wide 
areas increases cost of handling and also increases 
loss due to dampness and weevil and other insects. 
However, at ports we find proportionately small 
space being allocated to rice imports which causes 
some . inconvenience. 

Handling and Transportation: Paddy is generally 
handled in bulk till it reaches the mills . to be con· 
vetted into rice, while rice dehusked by hand-pound
ing is handled both in bulk and in bags. .The means 
of communication employed by growers to carry 
their produce. to a primary market are bullock carts 
lined with strong cloth of cotton, hemp or wo~l and 
pack animals which carry the produce in saddle 
bags. The .cost of weighing, load.ing, unloading, 
and carrying, etc. varies between 3 and 9 pies per 
md. per mile. 

At the markets the handlirig charges consist of 
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carrying the produce to the ri:ill.l for milling or to the 
railway station for despatch to other centres. Such 
charges vary only between 3 and 5 pies per md. 
Mter reaching the market both paddy and rice · are 
handled in bags, the former usually ~ fillings of 
1 md. 2.4 srs. and 1 md. 30. srs., and the latt~r in a 
wide range of bags varying between 2. mds. · and 
.z mds. 30 s~s. capacity. 

By Rail. The cost of loading and unloading is 
borne by the railway concerned. The goods are 
allowed to remain in goods shed~ free of charge fot · 
72. hours afte~ which wharfage is charged at 6 pies 
per md. · 

Despite. prohibition, the coolies use hooks in load
ing and unloading which causes damage to ~ags and 
loss due to leakage. Though not required by railway 
companies the consignors and consignees generally pay 
extra sums to the railway staff. About xo lakhsof rupees· 
change hands in this way every year on 3 & million 
tons of paddy and rice carried- by railways annually. 

Rice and paddy are classified in class I of th~ 
Tariff Schedule. There are also Schedule rates and 
special rates b_etween specified stations. Rates are not 
calculated on the through distance be~e,en . the sta- . 
tion of origin and destination· if .the two lie on two 
different railway ·lines but separately for different 
railways concerned. Paddy and rice are generally 
booked on railway risk unless packed .in old and 
defective bags. Covered wagons are used for 
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them and covered accommodation is adequately 
provided for the produce waiting for despatch or 
delivery. -The share of railways in the rice trade is 
estimated at 3i million tons of which Soo,ooo tons 
are paddy and 2, 7oo,ooo tons rice. · 

By Rit•ers: Transportation of rice by internal 
waterways is a common feature in many low-lying 
rice p~oducing areas, e.g., Bengal, Assam, Bihar, 

- Orissa, M~dras, Travancore and Cochin and to 
some extent in U .P. on the Ganges. The exact 
figures of transport by this means are not available 
but it can hardly fall short of I niillion tons-in fact 
it may be much more. 

Paddy and rice are carried in bulk on the boats 
but on the steamer bags are generally used. In the 
country boats the produce is· _always open to the 
vagaries of nature. The rates of transport are open · 
to negotiation but are generally cheaper than those 
of rail or road transport. But the time taken 
is longer. The boatmen are also known to tamper 
with the goods in transit. The rates differ in 

·different provinces for different distances varying 
between I I pie per md. per mile in some parts in 
Bengal and 40 pies in Bihar and Sind, etc. 

By Road : Road transport is · generaly employed 
between producing tracts and assembling centres in 
the interior. They are mostly kutcha roads and become 
impassable . during the rainy season. Two wheeled
bullock carts .. pack animals and headloads are the prin-
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cipal ·vehicles employed. The carts have a capacity 
of 12. to 40 mds. each. From the assembling markets ' 
further transportation of paddy ·and rice may· take 
place in lorries, two wheeled carts, four·. wheeled 
thelas and camel carts (sikrams). · 

The road transport is economical since goods 
are taken from the consignor's door and d~livered at 
the consignee's godown, thus saving cartage and hand ... 
ling charges. For long distances on road lorries are · 
employed while carts are. used only upto 30 miles. 
The cost of road transport varies enormously-it is 
relatively cheaper on long hauls but is doubled 
during monsoon generally. 

By Sea: Annually about 93,52.8 tons compris
ing or' 32.,140 tons of paddy and 61,388 tons of rice 
are recorded as having been shipped from maritime 
provinces to- coastal ports in . India. Shipments· of 
paddy are the largest from the · Orissa coast which . . 

accounted for 63 per cent of such volume" between 
1934-35 and 1938-39. Bombay comes next with 33' per 
cent and Madras with 3 per cent. Bombay contributes 
36, Sind 2.7 and Bengalz3 pe.r cent of the total coa.stal 
trade in rice. ·Besides the r_ecotded trade about an 
equal amount must be passing unrecordyc;l between 
coastal villages and towns having no customs offices. 
Therefore, the total trade in rice and paddy by sea 
amounts to about zoo,ooo tons a year. 

The steamship lines engaged in the trade operate 
under a conference which fixes the rates .. A rebate 

42. 



MARKE'IING IN INDIA 

of Io per cent· is given to those shippers 'Yho have ex
clusively patronised conference lines during a certain 
period. On the outbreak of the war, rates were 
enhanced· by 3S per cent. 

Wholesale Distribution :. Out of the total market
able surplus, of II • s million tons about 89 per cent 
enters the normal channels of wholesale trade and the 
rest is distributed by cultivators, village merchants, 
itinerant dealers, etc. in the villages or periodical 
markets. The supplies reaching wholesale markets 
consist both of paddy and hand-pounded rice. This -
paddy is converted into rice by power-driven rice mills. 
Of the total quantity milled about 0.48 million tons 
is got milled on hire by growers, village merchants, 
etc. The rest is got milled by wholesale merchants 
on hire or by rice mills on their own account. 
The relative shares handled by these two agencies 
vary considerably in different provinces. In Bengal, 
Madras, Bombay, Sind and Mysore, mills are the 
most important ~uyers and millers of paddy and the 
share of traders is comparatively less. · 

The instances of growers, village merchants, 
landlords, and itinerant merchants entering the whole
sale trade are at best very rare and their consignments 
are estimated in the aggregate at only II per cent. 
The bulk of the produce is handled by wholesale 

. merchants, commission .agents, and rice mills. . 
The wholesale merchants and commission agents 

overlap each other's functions so much that they can 
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be classed as one and the same agency. Roughly 
about So% of the produce passes through their 
hands. They are firms of long commercial experience 
and wide business relations _ which play a·"Consider
able part in financing the trade. Most of the foreign 
trade is handled by these wholesale merchants 
and commission agents. 

In Madras these merchants get the paddy milled 
on hire and distribute rice. The mills milling on 
their own account distribute either directly through 
their own branches or through commission agents, 
the latter practice being more popular among them. 

Purchases may be made by merchants in 
consuming centres on the basis of samples usually · 
sent by post, the price being settled by correspond
ence. In case .of established qualities of proved 
reputation orders may be placed direct without 
prior examination of samples even. 

The role of co-operative societies in this direc
tion has been rather insignificant. The operatio_ns 
of several purchase and sale societies are primitive and 
do not generally extend beyond the assembling stage. 
A few of the societies have attained a certain mea
sure of success, e~ g., Parbatipur Paddy 1 Sale Society 
in Bengal,· Provincial Co-operative . Marketing So
ciety in Madras and Debra Basmati Rice Producers~ 
Co-operative marketing Society at Dehradun •. 

The distribution of rice from assembling centres · 
to those of consumption is financed by wholesale 
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merchants and commission agents. 'IJ:le funds are, 
however, supplied by shroffs and modem joint stock 

• banks. The shroffs . advance against hundis and 
Prornisoey Notes · while banks advance again~t 
hypothecation of produce. Banks also buy and dis
.count hundis but their part is relatively much less in 
relation to that of sliroffs. The chief means of remit
tance is also hundi, particularly Darshani Hnndi. 

- . They are much cheaper than bank drafts, the charges 
amounting to only about 1 anna per cent. 

The cost of distribution is negligible when rice, 
or paddy is distributed by growers, village n}erchants, · 
etc., directly in "ihe villages. · '" · 

In ca-se of wholesale distribution the cost includes 
handling and . cartage charges to buyer's premises 
plus market. charges, if any, in case of local sales 
and consignments to other places : 

(z) Handling, cartage to station and station 
. expenses. 

(ii) Railway freight or boat hire. 
(iit) Handling, cartage, octroi, market 

· · charges, god own rent, charity, etc. at 
the destination. 

·-
The buyer is responsible for all these charges 

unless otherwise agreed. 
Trade Associations. There are few associations 

· ·interested exclusively in the rice trade. The Bombay 
Rice Merchants' Association is· the only important 
one in this respect. It used to do 'Futures' business 
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i?- some imported Burma varieties only~ There are 
two other Associations of some importance~.· viz. the 
Calcutta Rice Merchants Association.and the Calcutta 
Grain, Rice and Oilseeds Association. Their objects 
include a wide. range of functions, e.g., protection of. 
all aspects of the rice industry, promotion of co-opera
tive spirit among persons engaged in it, collection and 
circulation of relevant statistics, settlement of disputes -
among members, establishment of just and equitable 
principle in trade, subscription towards religious, 
charitable or other public purposes. Besides these;; 
big associations there ··are a number of smaller .ones 
of local importance only, e.g., panchayats .of local 
milling industry at Larkhana and Jacobabad in 
Sind. Sometimes more than one association operate 
in the same market which is rather unnecessary and 
unhealthy. 

Retail Trade. In the village, the village bania is the 
most important retailer, alt4ough the cultiva~ors also 
take a small part in· this respect. In the urba.n a.teas 
the retailer of rice also deals in other ·articles of food 

· as well. As regards his margin of iJrofit it was found 
that costly rice yields larger margin to .the retailer than - . . 
the cheaper varieties which give him a rapi,d turnover. 
Costly rice is often adulterated ~ith cheap rice bear
ing sonie resemblance in size and shape to . the for
mer and sold as such. A lot of bargaining and higgl
ing goes on in arriving at the final price between 
the customer and the retailer. Consumers' Co-opera- : 
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tive Stores play an insignificant role in the retail dis
tribution of rice, because they are far away from 
each other. The co-operative movement in this 
sphere can improve the tone of the market and can 
assure the consumers of pure qualities and the pro
ducers of a better price. 

As regards the share received by the producer 
- out of the price paid by the consumer, it is very diffi

cult to arrive at a correct figure in case of rice because 
his share differs widely according to the conditions 
under which the crop has been. marketed. But the 
following circumstances generally indicate his com
parative share in different cases. 

( 1) Produce marketed by the producer directly 
fetches a higher return to him than that sold to 
an assembling middleman. 

(z) The price realised by the grower is higher at 
assembling milling centres than if the goods are 
consigned to other centres. 

(3) His share is higher if he sells his paddy after 
converting it into rice. 

Taking all these factors into consideration the: 
grower's ave.rage net. share in respect of rice whic~ 
passes through the wholesale markets comes to about 
8 as. 3 p. in the rupee paid by the consumer or about 
51. 5 %-a figure which is much lower than can be 
justified. He can get much better return if he could 
have a proper system of financing and a more direct 
participation in the marketing process. 



The diversity of weight~ and measures is very 
well known. No steps have s9 far been taken to 
enforce the provisions of the Weights. and ·Measures 
Act, 1939 in any province except Bombay, w~ere 
periodical checking of weights and measures is , . 

obligatory. There is appart:ntly no reason ·why the 
same should not be practicable. in other provinces.· · 



MARKET TERMINOLOGY 

A commodity market may be defined as a per
manent and organised pia~ where persons meet for 
the purpose of doing business in a commodity which 

. may be (a) a natural product of the soil such as jute, 
cotton, wheat, gram, linseed, tea, etc., or (b) a min
ing product such _as gold, silver, lead, copper, tin, 
etc., or (c) a manufa_ctured article, such as jute fabrics, 
cotton textiles, sugar, etc. The term 'produce ex
change,' on the other hand, is confined to a market 
for raw produce only. 

The principal commodity markets in. India are: 
Jute market of Calcutta; Cotton markets of Bombay, 
Karachi. and Indore; \Yheat markets of. Bombay, 
Karachi, Hapur, Lyallpur, Amritsar, Okara, Chan
dausi and Calcutta; Cotton piece-goods markets of 
Bombay, Ahmedabad, Calcutta,· Delhl, Caw~ pore 
and Amritsar; ·Linseed markets of .Bombay and Cal
cutta; Sugar markets o(Bombay, Calcutta, Cawnpore 
and · Muzaffarna.gar; Bullion ntarkets of Bombay, 
Calcutta, Delhi and Amritsar; Hide and skin markets 
of Madras and Cawnpore; Tea market of Calctitta; 
Seeds market of Bombay; and Rice market of_ Calcutta 
and Rangoon. 

Only those commodities which are tapable of 
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being graded or otherwise accurately described and 
being sold in large quantities are suited for. sale in aq 
organised market. The essential characteristics of 
an organised market are~-(a) A: ·large number of 
competing buyers and sellers; (b) .A large quantity of 
the commodity 4ealt in; (c) The organisation by which 
all persons interested in the· commodity can quickly 
communicate with one another; (d) The collection 
and frequent publication of statistical and other in
formation relating to the present and the probagle 
future supply of commodities; (e) The actual buyers 
and sellers do not transact .. business hi. person; they 
get it done through brokers; and (/) The supply and 
demand are concentrated. 

One essential feature of an organised market. is 
the quick dissemination of commercial ·news. · This 
has been made possible by the_ development of :rapid 
means of communication such as telegraph, telephone 
and wireless. The principal radio stations of the 
world broadcast commerci~l news ever.y day.· 

Every o:rgani.sed CQJlllilodity market has a stand~ 
· ard form of contract .specifyi.~g. the g.t;ade, and the. 
conditions for payil,lent, for delivery and for the 
settlement of disputes by arbitration. It has usually 
a futures Clearing House, (known as Chamber of · 
Commerce in several Indian exchanges), by means 
of which the purchases and sales of dealers can'· be 
offset and the. settlement of co~ tracts . easily made. 
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In most market~ business can be done only through 
members of the exchange. 

Ready and Forward Sections. The business trans
acted in a commodity market usually consists of (a) 
ready business, i.e.,-goods sold for immediate delivery, 
.or ·(b) forward business, i.e., sales for future delivery. 

Ready Business. This is purchase· and sale of 
goods for ready or spot delivery. Ready business is 
also known as trading in actuals. The supply of goods 
fo1 the ready business comes from the existing stocks 
or accumulations held by merchants and from fresh 
arrivals. Agricultural produce reaches the market 
thtoug~out the year, sometimes (particularly at the 
harvest time) in large quantities and sometimes in 
small. The demand for ready goods arises from the 
trade; stockists, millers, jobbers, dealers, consumers 
and speculators. 

Forward Business. Contracts for forward deli
very are called 'futures.' They are basic contracts. 
The creation of futures in an organised commodity 
market is often very :iiseful to genuine traders 
·for hedging purposes. Th~re ·are persons who wish 
to purchase goods no~ and to' take their delivery 
~ future when they will actually need them. A 
manufacturer, for example, may find it useful to 
make contracts now for the future supplies of his 
raw material, and may thus be able to give his whole 
attention to the manufacturing side of _his business . 

. Futures are available in all important commodi-
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ties and in all the principal markets. Futures are · 
described by the name of the month in which deli· 

• 
very is due, and the months of delivery are different 
for different commodities and in different markets. 
In some markets the delivery months are the calen
dar months and in others Samvat . months.. For 
example, wheat , futures in the Bombay Seeds ~nd 
Produce Market are May, September, January and 
March, while at Hapur they are Jeth, Bhadon, Mang
sir and Mah. The May future in Bombay and the 
Jeth future at Hapur are also known as new crop 
contracts. When a person buys a future, he will 
say that he has purchased so much September wheat 
at suchand such price." 

-Forward transactions are · also :referred to ·. as . 
future contracts orfuture positions, e.g., one may say that 
he has purchased or sold so much of May futu:r~ or 
May contract or May position. Where two or more 
futures of the same commodity are :running at the 
same time in the same market, they are distinguished . 
by the names of the delivery months or as near and 
distant positions according to the tfrne of their :respec
tive deliveries. For example, now (April 1941) two 
different future y.rheat contracts-May ~1;1d Septem
ber-are available "in the B_ombay 'market. The May 
future may be called as the near contract and the 
September future as the distant contract. 

Basis of future prices. Fu~re prices are as much 
influenced by economic factors of supply and demand 
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as spot prices. For example, in the case of farm pro
duce the conditions of crop in a!J. the producing 
countries, the acreage planted, last year's balance 
carried over to this year, the condition qf the mon
soon, the actual and potential supplies in the market 
will all affect the supply side. As against this the 
traders have to balance the demand of importing 
centres and that of the domestic mills and other 

- consumers. Other factors affecting the price are war, 
weather, industrial and financial situation. In India 
astrology also plays a part in affecting prices. It 
means that prices reflect not only the actual condi
tions of supply and demand, but also the opinions, 
beliefs, hopes and fears of· changes ·in supply and 
demand entertained ~y the speculators. Future price.s 
are very sensitive to facts, news and rumours. In a 
busy market they change from hour to hour and even 
from minute to minute. 

SPECULATION 

.. Speculation takes place in futures; it cannot exist 
in ready business. If a person buys or sells a com
modity for forward delivery and means to take or 
give delivery at the due date, such a transaction is a 
genuine trade transaction. But if a person buys or 
sells a future not with the object of taking or giving 
delivery but for the purpose of settling it before the 
due date in order to make a profit on the transaction, 
such a dealing is called speculation. 
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Speculation is commonly looked down upon 
by the general public who regard it as pure 
gambling. But that is_ . not always true. Spec:u
lation is a science by which one attempts to make an 
intelligent forecast of the future course of prices of a 
certain commodity. The dlfference between specu-

-lation and gambling may be summed up · in these 
words: "Speculation begins wht!re foresight enters 
and gambling begins . where foresight leaves:" 
Ther~ is, o~ course, an element of chance in both 
speculation· and gambling, and speculation is looked· 
down upon with contempt because it is risky._ · 'the 
consequences of rash speculation are very o~ten dis-

0 

astrous. When there is too much speculation in any 
commodity, it is said to be hectic,. wild, frenzfed or 
unbridled speculation. · . £ · . 

• 0 

Speculators may be professionals or amateurs. 
A professional speculator is one who devotes his 

. .. ' ' ~ 

whole time and attention to this ousiness and who 
. ' 

studies closely all the available information on the 
subject~ An amateur speculator, on .the othe_; hand, 
is a person who does speculation as a side job and 
who very often does not possess any '¥ormation'
about the commodity in which .he speculates. He 
simply goes on hearsay. Amateur ~peculators, with · 

. rare exceptions, invariably lose. Spe~lators. are 
either bulls or bears. 
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BULLS 

A speculator who huys forward with the object 
of selling at· a profit before the date of delivery is 
known as a hull, a long or a hull operator. The phrase 
'to go long' means to act as a bull, that is, to buy a 
tuture in the hope that its price will rise. 'The long 

. side of the market' is another phrase commonly etn
-played, which also means acting as a bull.· 

· Stale Bull. When the .forecast of a bull goes 
wrong because the market falls instead of rising, and 
in spite of his waiting for a long period the prices do 
not move in his favour, then he is failed a stale hull, 
a tired hull, a disappoinied bull or a disgruntled bull. If 
he cannot wait any more he will have to unload his . 
purChases at a loss. . 

Staunch Bull. He is a speculator who always 
acts as a bull, and never as a bear. 

Bull Support. The word support in market lan
guage 'means to .. buy. Bull support simply means 
purchases made by bulls. Bull· activity is another 
phrase used in the same sense. 

·Bull Factor. Any factor which is likely to raise 
the price of a commodity is known as a bull or bul
lish factor. 

Buflish Outburst. Heavy purchases made by bulls 
· in a rising market are referred to as bullish outburst. 

Bullish Sentiment. · An idea amongst speculators 
that prices will go up is known as a bullish sentiment. 
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Bull Liquidation. Sales inade by bulls in order 
to settle their previous commitments are termed as 
bull liquidation or unloading by bulls. To unload 
means to sell, particularly when one has to sell at a 
loss. A person has a sense of relief when he un
loads a heavy burden from his head; similarly a bull 
selling his purchases at a loss is said to unload them. 

Bull Account. When th~ speculative ·purchases 
of a certain commodity exceed its speculative sales, 
there is said to be a bull account or . an overbought 
position in that commodity, or the technical position 
of that commodity is said to be bullish. 

Bull Campa/gn. When ~ big bull account or an 
over-bought position exists in any conuD.odity, . and 
the bulls try to bring about an artificial rise in its price 
by circulating in· the market bullish news about it, · 
such tactics on the part of the bulls are known ·as a 
bull campaign. 

BEARS 

"' A speculator who sells forward in the hope ~t 
before the date of delivery he will be able . to pur-

' chase a·t a lower rate and thus make a profit on the · 
difference is called a bear, a short. or a bear operator. 

I I 

The phrase 'to go short' means to act as a bear, that 
is~ to sell a future in the hope that its price will go 
down. 'The short side of th~ market' is another phrase 
which means selling a future. · 

Bear Sale. A forward sale made by a bear who 
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does not possess the goods at the time of selling but 
who hopes to buy them (if necessary) before the due 
date of delivery is called a bear sale or. a blank sale or 
a short sale. In practice the .question of giving deli
very does not arise, because the bears usually get out 
~f their commitments before the due date of delivery 
by purchasing futures which they sold and thus 
squaring their transactions. 

Bear Covering. A bear sells a future in the ex
pectation of a fall in its pri~e, so that he may pur
chase it again before the dat~ of delivery in order to 
fulfil his promise. If his calculations go wrong, and 
the price. begins to rise !nstead of falling, he will be 
compelled to start· buying. Such a purchase made 
by a bear is known as 'bear covering,' the general 
effect of which is a rise in prices. 

Bear Factor. Any factor which is likely to bring 
prices down is called a bear or bearish factor. 

Bear Sentiment. An idea amongst speculators 
that prices will g9 down is known as a bearish senti
ment. 

. Bear Account. When the speculative sales of a 
certain commodity exceed its speculative purchases, 
there is said to be a bear account or an oversold posi
tion in that commodity, or the technical position of 
that commodity is said to be bearish. 

A bear account is called 'open' or 'uncovered' 
when bear speculators have sold what they do not 
possess and what they have not yet acquired by pur-
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chase. An open bear accoUnt suggests that bear 
covering will follow leading to a rise in prices. . 

Bear Raid. When there is a bear account in any 
commodity and the bears· attempt to d~press its price· 
by spreading bearish news about it, in. the market 
such an action on the part of bears is called 'bear raid' 
or 'bear tactics.' 

Bear Squeeze. Sometimes the heavy sales of a 
certain commodity made by bears pass into the 
hands of persons who know that there is a ·bear . 
account in that commodity. The latter, therefore, 
secure as much supply as they can, and then demand 
a very high price before "the . settlement period. The 
bears under such circumstances are forced to cover 
themselves at whatever price they can, otherwise they 
cannot give delivery on the due ··date. Whenever 
the bears are landed in such a difficult posidon, 
there is said to be a 'bear squeeze' or simply a 'squeeze.' 

'fenders. The quantity of a certain commodity 
offered to be delivered by the bears on account of 
their forward sales is known as 'tenders', and the 
goods which are 3:v~ilable in a market for the 
purpose of being delivered in respect of forward 
contracts are called 'tenderable stock.' , , 

Note-Bulls and bears are spe·culators; they are 
also called market operators. A sort .ot a tug-of-war 
(known as a 'speculative bout') goes on between bulls · 
and bears.· In a rising market the bulls have the upper 
hand; but when prices begin to fall the market is 
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seized by the bears. The majority of professional 
speculators are beats, while amateurs, being largely 
optimists, usually act as bulls. Both bulls and bears 
use their own tactics in order to bring round the mar
ket in theit favour. Very often an ounce of activity 
Qn the part of the bulls is answered by a ton of tactics 
on the part of the bears. 

OTHER FoRMs oF SPECULATION 

1. Options. An option is a right to buy or sell 
certain goods within a fixed time at· a price settled at 
the time the option is g~ven. The giver ot seller of' 
~ option (called option dealer) receives from the pur-. , 
chaser of the option a fixed amount by way of pre
mium (known as option money). Jf the price fluc
tuates in such a way as to make it profitable for the 
option-holder to exercise it, he will do so; if not, he 
will ·simply lose the money he paid for the option. 
The method of sped.llating by means of purch~sing 
an option limits the amount of loss to the amount 
paid as option money. 

There are two kinds of single option-. the call 
option and the put option. 'The 'call option' gives 
the right to buy or not, at the choice of the option
holder, at an agreed future date a certain commodity 
at an agreed price, which is known as the 'striktng 
price.' The 'put option' gives the right to sell or not, 
at the choice of the pption:holder, at an agreed 
future date a certain commodity at an agreed price. 
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There is also the double option ('!'ut and call 
option'), which gives the right either to buy or to sell, 
at the choice of the option-holder, a certain com- . 
modity at an agreed fu.ture date and at an agreed 
pnce. 

In Indian market langtiage option dealings are , 
known as 'Teji-Mandi ka sauda.' 'Teji option' is 
the equivalent of call option, and to buy a call option 
is known as 'Teji Iagana.' 'Mandi option' is the same 
thing as a put optiop, "and to buy a Mandi option 
is 'Mandi Iagana.' The double· option is known as 

• 'Najrana option,' and to purchase a najrana option is 
'called 'Najrana Iagana'. The person who buys· an 
option is called 'Teji Mandi or Najrana laganewala'; 
while the option · dealer ·is known as 'T eji, Mancli 

or Najrana khanewala.' 

The price of an option, i.e.,_ Teji, Mandi or Naj
rana rates, depend mainly upon market fluctuations 
and are quoted daily along with the prices of futures.· 
For amateur speculators the system of options is 
very useful, because by means of options they can 
limit their. losses. 

Let us take an example. · Suppose on 13th April 
1941, the rate of Jeth wheat future in Hapur is 
Rs. 3-2.-6, the rate of Jeth teji option Re. o-1-3, the 
rate of Jeth mandi option Re. o-1-4!, and the ·rate 
of Jeth najrana Re. o-2.-6 per maund. If a person 
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purchases on that date 1oo tons of Jeth wheatt at 
Rs. ~-z-6, . he may make a good profit or ·sustain a 
heavy loss on this deal. If the price goes up to 
Rs. ~-8-o by the erid of Jeth he makes a profit of 
Re. o-j-6 per maund on z,7zj maunds (the equivalent 
of 1oo tons); but if the rate of Jeth wheat drops 
down to Rs. z-1z-o he will incur a loss of Re. o-6-6 
per maund. 

If, however, he wishes to limit the amount of 
loss, he should not buy 1oo tons of Jeth wheat future. 
He· should instead apply najra:na of Re. o-2.-6 per 
maund o.q ~s>o tons by paying Rs. 4z6-12.-6. If he 
applies najrana, it means that by paying a sum of . 
~s. 42.6-12.-6 he has secured the right either to pur-

-chase or to sell 100 tons of wheat at Rs. 3-z-6 up to 
the end of Jeth, the actuaf date for the settlement of 
option dealings being Jeth Sudi 9, which is known, as 
the declaration date. Whatever may be the fluctua-· 
tions in the Jeth wheat rates:. his maximum loss is 
limited to what he has paid by way of najrana; and, 
of course, the greater the fluctuation either way, the 
greater will be the amount of his profit. . If the price 
of Jeth future remains absolutely unchanged at Rs. 
3-2.-6 from the date of his purchasing the narjana 
option up to the najrana declaration da:y (that is, 
Jeth Sudi 9)-and this is highly improbable-then 

1 In· Hapur wheat futures are in tons and not in maunds, 
the minimum unit being 2.5 ·tons, the equivalent of which is 
68 z! maunds. 
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he would lose Rs. 42.6-rz-6 altogeth~r. 
If the buyer of a teji option on .ariy sharp rise in 

the market sells forward for the same month as that 
for which he has applied teji, he becomes what may 
be called a 'protected bear.' Should the market fall 
back, he can repurchase for. the same option month, 
and thus make a profit while retaining his option. 
The holder of · a mandi option can also employ the 
same device in the reverse direction, .that is to say, 
he can buy forward on a fall and become a 'protected 
b11ll'; and if the market rises before his option expires, 
he can sell for the same option month; secure a profit 
and still retain his option. This procedure is known 
as 'Teji ke pete b~chna or mandi ke pete lena.' Skilful 
operators in actively fluctuating markets deal against 
options in this manner several times during the run . -. 

of the option. Where the profits thus secured ex-
ceed the option money paid, the purchaser of the 
option makes a profit and his option, so to say, 
costs him nothing. 

Gale Option. When a person secures an option 
to buy or sell a certain commodity at a price higher or 
lower than that ruling on the day on which the option 
is purchased, such an option is known as 3r ;gale option'. 
For example, if the price of Jeth wheat on a certain 
day is Rs. 3-z-6, and the rate of teji option fo~ Jeth 
on that day is Re. o-1-7k per maund, a person .may 
apply gale option at Rs. 3-6-o per maund instead of' 
at the current rat~ of Rs. 3-.2.-6, for the rate of a gale 
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option must be' cheaper, say, perhaps only 6 pies per 
maund, because the risk undertaken by the option
dealer is thereby considerably reduced. Those spe· 
culatorsft who cannot afford to ,apply teji, mandi or 
najrana at the current commodity rates, purchase 
gale options. 

2. Straddling. This is another protective me
thod of specUlation on the difference in prices of 

-different futures of a commodity in the same market 
or the difference in prices of the same future in two 
different markets. Such a difference is also known 
as 'gap', 'spread', 'premium', 'discount' or 'salta.' For 
example, if the price ofJeth wheat future in Hapur is 
.Rs. 3-2-6 and· that of May wheat future in Bombay 
is Rs. 4-4-6 on a certain day, there is a gap or differ
ence of Rs. 1-2-o in the prices. of the same future in 
the two different markets. If a speculator has reason 
to believe that this difference ofRs. 1-2-o is more than 
usual (taking the cost of transportation into account) 
and that it is likely to become less in future, he may 
sell in the Bombay market and buy in Hapur about 
the same quantity of May and J eth wheat, respectively, 
in the hope that the gap will become narrow and 
thereby he will be able to make a profit on the deal. 
This form of spe~ation is known as 'straddling' 
or 'salta karna'; and the speculator who does it is 
called a 'Straddler', 'straddle operator' or 'spreader'. 

If the spread of Rs. 1-2.-o between the prices in 
Bombay and Hapur actually narrows down to (say) 
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1 .z ann as, the straddle operator will make a profit of 
6 annas a maund by settling his business in both 
markets, viz., by buying in ·Bombay and by selling 
in Hapur. The settlement of straddle transactions 
is called 'reversal of straddle' or 'satta lorna.' If, on 
the other hand, the difference between Bombay and 
Hapur widens to (say) Re. 1-4-o, the straddler will 
suffer a loss of .z annas per maund. . 

.3. Hedging. When two transa~tions of equal 
value but of opposite nature ·are entered into by a . 
dealer in a commodity at about the same time and 
price, one in the 'spot market', and the other, in the 
'futures market' it is called a hedging transaction. 
The main purpose of such a transactioR is to insut;e . 
oneself against fluctuations of price. · For. example, 
when a grain stockist, an a:thatia or a miller of wheat 
who has stored grain, sells an equivalent amount 
in the 'futures market' at about the same price it is 
called a 'hedge sale.' If the price of- wheat falls he 

' . 
loses on stock but gains on the hedge sale. A 
cotton manufacturer who has sold cloth for future 
delivery at an agree~ price would like to insure him
self against rise in the price of raw cotton. He, 
therefore~ purchases the probable quantity • of cotton 
required for manufacturing at about the s~me time 
and more or less at the same price in the 'futures 
market'. It is called a hedge purchase. This will 
protect him against fluctuations of price of cotton 
if he contents himself simply with his manufacturing· 
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charges. A miller may as well protect himself 
against rise in the . price of wheat. Since hedging 
transactions involve some expenses, e.g., commis
sion, interest on margins, .taxes, etc., the average 
result of a long series of transactions would be slightly 
less, but such a loss is treated by the trade as insurance 
premium against risks of market fluctuations which 
may become too much for an ordinary trader, miller, 

· manufacturer ot stockist. It is part of the cost of 
manufacture or trade and can be more or less accu
rately measured too. The· stockist who has hedged 
his produce against a fall in price is in a better posi
tion to get cre~t from his bank than another who 
has not thus protected himself. Further, the use of 
the hedging contract enables to carry on business 
on a much smaller margin of profit because hedging 
minimises the chances of uncertainty. The element 
of uncertainty is taken upon himself by the specu
lator who is a specialist it) risk bearing and who 
renders service analogous to that of insurance com
panies. Hedging differs from other forms of spe~ 
culation in that its object is nqt to make profit, 
but to insure against loss. -

4· Switching Over. The process of transferring 
from OJ?:~ position to another (e.g., from Jeth con-

- tract to Bhadon) is known as switching over or bud/a 
or 'salta karna.' Thus, if a person· who has bought 
or sold Jeth wheat finds that the prices are against 
"him before the date of Jeth settlement, but that 
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they are likeiy to move in his favour thereafter, he 
may settle his. Jeth business and enter into Bhadon 
contract, that is to say, he may switch over· from Jeth 
to Bhadon. , 

MARKET TERMS 

Purchases. The demand for ready and forward 
goods comes from both, genuine traders and specu
lators. Bull buying, bull su,Pport, bear covering, 
short covering, speculative buying,· straddle buying, 
profit-taking or profit-realising purchases, ana stop
loss or~ers-all these are purchases ·made by specu:
lators. Trade support, trade inquiry, trade buying, 
trade calling, trade price-fixing, mill-fixing, export 
inquiry are terms employed to indicate trade demand. 

Sales. Sales are. also made by both trade and 
speculators. A hedge sale is. one made by a trader.· 
A speculative sale may be made by either a bull or a 
bear, and specuJative sales may be of several kinds. 
A bear sale, a blank sale o.t a short sale is one made 
by a bear. A straddle sale may be made by either a 
'bull or a bear. Profit-taking or profit-realising sales 
are made by bulls. Bull liquidation or long liquida
tion means sales, made by bulls whether' at a profit 
or at a loss. Stop-loss sales, distress &.ales, tired 
liquidation, unloading by bulls-these are all sales 
made by bulls at a loss. 

Settlement. When a bull sells what he boug~t 
45 
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or when a bear buys what he sold, he is 'said to settle, 
square or switch off his deal. . 

Volume of Trading. The volume of business or 
trading done in a market on a particular day is ex
pressed as brisk, moderate, restricted, limited, meagre, 
small, slow, stagnant, active, on a small scale, on a 
large scale, on a broad scale, little doing, . nothing 
doing, not much do~g, and_so on. The market is 
-said to be active, quiet, dull, uninteresting, featureless, 

. ' 
colourless, eventful, uneventful, listless, stagnant, 
or neglected. . 

Prices. The price, rate or value of, or the basis 
for, a commodity does not remain the same; it 
fluctuates. Price fluctuations may be narrow, 
within narrow limits, within a narrow range, . . 

wide or violent. Very often two prices are quoted · 
. for a commodity at the same tim~-one buyer's 
and the other. seller's, e.g., Rs. 3-.z-,t buyer's or 
value and Rs. 3-.z-6 seller's. The buyer's- price is 
called value because it is the true price. 'Peak price' 
or 'Ceiling of the market' are terms indicating the 
highest price touched; w~ereas 'rockbottom price' is· 
the lowest price. The phrase "With sellers over", 
when attached to a price quotation means that the 
market is falling and that ·at that particular price there 
~re more sellers than buyers, e.g., "Rs. ;-.z-6 sellers 
over" means . that at this price there. are no buyers, 
or, in other words, this. price is nominal Similarly , 
the te.on "With buyers over" is employed when there 
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are more buyers than sellers in. a rising market. 
When the openin:g and· dosing rates of a com

modity for a day or f~r a week are compared, the re
sult is expressed by phrases like the following: On 
balance there is a gain of 5 annas; over the week the 
rate has moved up by 5 annas; the net gain in the 
value is 5 annas, and so on. 

Reaction. The term 'reaction' when used in 
connection with prices means a movement in the 
opposite directio.r:t. If the price of a commodity 
rises, it cannot go on rising; it must stop somewhere; 
and op.ce the highest· point is reached it must react or 
fall. When it begins to fall there i~ said to be a reac~ 
cion. Similarly a reaction must come in a falling 
market. · 

Factors affecting prices. Anything w~ch is 
likely to affect the present and ~he future supply of 
and demand fo~ .a commodity will be responsible 
for its price fluctuations; and the principal factors 
affecting supply and demand are: (a) The statistical 
position and prospects of the commodity in the _ 
country and outside, that is ~o say, the existing stocks-. 
and the likely production; (b) Vagaries of the wea
ther; (c) Government action_ (e.g., imposition or 
removal of import, export and excise duties, price -
control, restrictions on imports and ·exports, trade 
legislation,· etc.); (d) Political situation, particularly 
during the war~ (e) Sympathy. with other commodi
ties; (/) Volume of imports and exports; (g) Effect 
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of substitutes; (h) Sentiment created by rumours and 
sometimes even by Jyotish (astrology) in India; (i) 
Foreign exchange fluctuations, particularly the 
cross-rates, etc. 

Prke Fluctuations. The changes in commodity 
prices are usually expressed by the following words 
and phrases :- ' 

Nouns. and adjectives : Rise, fall, decline, _jump, 
set-back, recession, rally, recovery, advance, gain, , 
loss, up by, down by, upturn, upswing, bulge, land-
slide, spurt, dip, flare up, break in values, depression, 
slump, relapse, drop, upsurge, improvement, sticky, 
jumpy, reaction, etc. 

Verbs': Rise, fall, decline, jump, recede, rally, 
recover, advance, gain, lose, mark up, inark down, 

·soar, harden, shoot up, shed, sag, ease, steady, fum up, 
weaken~ depress, slump, react, relapse, drop, tumble 
down, look up, drift down, move, improve, etc. 

Rise or fall in prices. may be marked, sudden, . 
unexpected, sharp, smart, precipitous or abrupt. 

_ Phrases like slight improvement, part.lal recovery, 
niild rally, etc., are also commonly employed to ex-
press price fluctuations. , . 

Market Tone and Undertone. The term 'tone' 
means the present tendency of prices. The· words 
trend, mood, temper, sentiment, atmosphere and 
behaviour are also used in the same sense. The 
term 'undertone' or 'undercurrent' implies the fu
ture tendency of prices. 
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The tone of the market may be. quiet, dup, unin
teresting, easy, weak, bearish, steady at the decline, 
barely steady, steady, fu~ly steady, firm, strong, bul

, lish, healthy, confident, cheerful, buoyant, erratic, 
hesitant, irregu~ar, indifferent, nervous; depressed,· 
reactionary, optimistic or pe·ssimistic. 

J 
MARKET REPORTS 

The commodity and other market reports are a 
regular feature of the principal English and Verna
cular ·newspapers of the country. The.· English 

' ' 
newspapers give more detailed and reliable com- · 

' mercia! news, because they collect it either through 
their own special correspondents in the principal 
trade centres of India or throJLgh reliable news agen-· _ 
des such as A. P. I. (The Assodated Press of India) 
or Reuter's. · · 

The market reports 'published in the. news
papers are daily, weekly and annual. A daily market 
report has necessarily to be brief. It usually . gives 
the opening·, highest and lowest rates of the day to- . 
gether with the closing rate of_ the previous day. It 
also indicates the tone of the market and a very brief 
reason for it. Jt is generally sent out inr the after
noon. A weekly-report reviews in detail the market 
conditions during the week and states the op!ening, 

' ' 
closing, highest and lowest rates for the week together 
with a description of the factors responsible for the 
fluctuations during the. week, and, in some cases; also 
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a very brief idea of the tendency during the coming 
week. Weekly reports are usually written on Satur
day afternoons and appear in the Monday issues 
of the principal newspapers. An annual market 

· report reviews a partieular market for the whole year, 
·is generally long and has to be dt(lfted with special 
care. 

The English daily newspapers that regularly 
publish daily and weekly market reports are the 

~ . 

Statesman, the Times of India, the Hindustan Times, the 
. Tribune and the Hindu, while the English commercial 

weeklies, such as the Commerce, .die Capital, the 
Eastern Economist and . the Indian Finance furnish . . 
more detailed weekly market reviews. An extremely 
useful publication entitled "The Annual Market Re
view,'' issued at the beginning of each year by Messrs. 
Premchand Roychand & Sons, Ltd., Bombay, con
tains eicellent annual reviews of the principal mar
kets of India. The annual market reviews also 
appear in the special annual numbers of the Com
merce, the Capital and the Indian Finance issued at the 
beginning of each 'year. -

UNITS OF QuoTATIO~ 

F_oreign. In the foreign market commodity re
ports the units of quotation are as follows:

LoNDoN-In £ s. d. per ton for linsee~, castor
seed, cotton seed, groundnuts, jute, cement, metals 
and pig iron. · 
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In s. d. per cwt. for coffee, rice, shellac, ,sugar, 
and linseed oil. 

In pence per lb. for cotton and .rubber. 
In s. d. per lb. for tea and hid-es and skins. 
In £ s. d. per oz. for gold ... _ 

. In _pence per oz. for silver. 
In s. d. per quarter of 480 lbs. (8 bushels) for .... 

wheat; three varieties of wheat being quoted, viz.,
Rozario Santa Fee (Rosafe), Barletta Russo (Baruso). 
and Australian South (Australian). · 

In s. d. per IOO yds. for hessian . and per 100 
bags for gunnies. · 

Livcrpool.-ln pence per cental (i.e., xoo lbs.) 
for forward wheat; and in pence per lb. for. both 
readv and forward cotton. In London the wheat " . 

quotations are for ready and in Liverpool for for
ward. 
· . New Ycrk.-In cents per lb. for rubber and cot
ton; and in cents per yard for hessian .. 

New Orleans. In cents Per lb. for cotton . ... 
CUcago a~d _Winnipeg. In cents per bushel of 6o 

lbs. for wheat futures. 
Inland. In the Bombay Seeds and Produce. ·Market 

' . 
the quotations are as follows: For 1wheat and 
linseed, ready per cwt. and forward per maund. For 
castorseed and groundnuts, ready per cwt. and 
£ ... rward per candy of 56o · lbs. For other_ seeds, 
ready per cwt. and fo:rWard per candy of 784 lbs. For 
myrobolans, ready per candy of 700 lbs. 
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• 
Certain other quotations in the Bombay markets 

~re: Sugar ready per cwt., all vegetable oils per quarter 
of z8 lbs., oil-cake per ton,. and copra per candy of 
100 Ibs. . 

oA the Bombay· BulHon market, gold is quoted . . 
per tola and silver per 100 tolas, and there is a 
monthly settlement for forward business. \ 

In the Karachi markets the units of quotations 
- are as. under:-Wheat and gram per candy of 

6s6 lbs. Flour per bag of zl maunds. Toria and 
cc. ttonseed per candy of 7 s 6 lbs. Cotton per maund 
of 84 lbs. Sugar per cwt. 

All prices at Lyallpur artd Hapur are per maund 
except gold, silver and bardana. Gold is per tala 
and silver per 100 tolas; while bardana is quoted at 
100 bags. Sutri is per maund. 

Loose jute in the Calcutta Jute market is quoted 
per_ maund of Sz-:z./7 lbs., a pucca bale being of 400 

lbs. Jute cloth is quoted per 1oo yards and jute bags 
per 1oo bags. 

9 porters and 1 I porters are qualities of jute cloth; 
while "B" Twills and Liverpool Twills are kinds of 
jute bags, or gunnies. · · 
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STOCK ·EXCHANGE 

Stock Exchange is the place or mark~t where 
shares, stocks or securities are dealt fu. It is a· -
corollary of the joint stock forn:t o~ business organisa..: 
tion. It· provides, capital to industry and fin~nces . · 
to States. Government securities as well as. indus- . 
trial scrips are freely bought and sold on the leading 
stock exchanges of the wodd. While Charles· Duguid 
describes the London Stock Exchange as the mart 
of the world, as the barometer of their prosperity. 
and adversity and so. on, it is, also charact.erised as the 
bottomless pit of London and as worse than all the 
hells. There is a good deal of truth in both these · 
statements if we critically examine them. On the 
London Stock Exchange not only a;e the securities · 
of the industrial concerns of the world bought -and · 
sold, but loans of most of the Governments, Railway 
companies, Port Trusts and other semi-government 
institutions are floated and dealt in. Therefore, to 
characterise it as a world mart and a n~rve centr~ of 
finances_ and politics ·is perfectly correct. But there 
is the other side of the picture too. It is because of 
the presence of irresponsible speculators who 4emora-

. lise the tone · and temper of the market. These 
reckless gamblers, who possess neither technical 
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competence not financial resources are worse than 
parasites. They play with other people's money. 
What is, therefore, needed is a balanced view of the 
services of this institution. The stock exchange 
renders a real and useful service to society inasmuch 
as it encourages and ·facilitates investments. It 
brings together the buyer and seller of s~curities as 
in other marts or mandis and thus supplies sinews to 

·industry and commerce, besides financirig states 
· and_ semi-government institutions. 

Organisation. Most of the stock exchanges 
are Jotnt stock . companies, having ' liability of 
the members limited by shares or by guarantee. 
On admission ·each member is ·charged an entrance 

. fee which is .a substantial amount these days. Mem
bership _cards fetch "very high prices. The manage
ment of an exchange is delegated to an executive 
committee with a chairman and a secretary. Some 
of the . exchanges appoint sub-committees too, to 
deal with specific matters. The daily business of 
the exchange is ~onducted according to~ the rule's of 
the exchange which are administered by the com
mittee. For example, the management of the Calcutta 
Stock Exchange Association is at present· vested in 
a Committee of x6 persons, of whom four must be, 
Europeans, four Marwaris, four Bengalees and four 
of other Indian communities. The Comm~ttee elects 
one of them to be the President of the Association 
and as such Chairman of the Committee. A fait 
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representation is given to the members of all com
munities. -The rules and bye-laws of every exchange 
are .very comprehensive and detailed and every 
member is expected to· observe them. 

Unlike other exchanges the members of the 
London Stock Exchange ~re divided into two c!a~ses~ 
viz'., brokers and jobbers. Brokers act as agents 
on the Exchange f~r the buyers and sellers of securi
ties. A broker does not deal on his own account. . . 

Contrary to this a jobber deals in his own nam~~ 
He is always rea.dy to buy or sell securities up to a 
limit when he is approached by a broker within 
business hours. Every member has to declare at the. 
outset whether he proposes to act as a broker or_ 
jobber. There can be no partnership between a bro·· . 
ker and a jobber nor can a member act in both 
capacities. 

The advantage claimed f~r this dear-cut clivi-
. sian of functions is that it inspires greater con~dence 
in the public. A client knows· that his broker is· 
concerned only with his colJll:?-ission. · There can 
be no under-hand dealing on bis part. to deceive 
the client. Therefore, the client attaches i:triport-. 
ance to the recommendations and. tips qf his broker .. 

The jobber quotes a double price-say, 
£1oi-1o2, for a debenture of which the no
minal value is £1oo. It means that _he is . 
prepared to bo.y this debenture at 101 and sell it at 
102 for prescribed limits. The broker asks the jobber 
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to quote price for ~·particular scrip without letting 
him know by word or conduct or gestures whether 

·he (broker) is a ~uyer or seller. The jobber makes 
a quotation as above and allows the broker to buy 
or sell. . The d!fference in the price quoted is 
known as 'jobber's turn' or tum of the market. 

I \ 

Some people believe that this division of members 
into br<?kers and jobbers throws an unnecessary 

· burden on the operators-investors and speculators 
-who have to pay the broker's commissi~n as well_ 
as bear the jobbers tum. But in a complicated 
market like that of the Lombard Street with inter
national securities of state and industrial companies, 
this system very much facilitates business arid 
saves time of the members. Besides brokers and 
~ ' 

jobbers, the I..ondon Stock Exchange authorises 
clerks of members to attend the Exchange. ·They 
may be authorised, i.e., those who may buy or sell for 
their masters, or unauthorised, who accompany their 

. masters simply to check bargains. 

On the. Bombay Stock ·Exchange a member is 
allowed to have upto four authorised clerks who 
can enter into bargains on behalf of theii: principal. 
A firm or partnership may have upto seven clerks. 
Autho:dsed clerks have to wear a· special · badge 
supplied by the Exchange. At the Calci.Itta Stock 
Exchange a member may obtain permission for 
admission of his partners or assistants to the Rooms 
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of the Association. No membe,r is entided to take 
more than eight assistants. 

~_Wares of the Exchange: The Wares of the 
exchange are· the securities which. are dealt in 
on stock exchanges. They may be considered under .. 
two heads: Commercial_9r Industrial-and Govern
ment. .· 

Commercial or Industrial securities fall under any 
of the following categories: Shares, StockS . or 
Debentutes. Shares may be_ classified as Preference 
Shares, Ordinary Shares, Deferred or Founders 
Shares. Again, Preference shares may be Cumulative 

' . . - . 
Preference sl?-ares, Non-Cumulative Preference shares, 
Participating Preference shares and Redeemable Pre
ference shares. 

Preference shares are. those shares in the . capi · 
tal of a joint stock company, t4e owners of which 
enjoy preferential rights oyer other classes of share
holders as regards the payment of dividend or re
turn of capital in the event of the liquidation of the 

. company or both. They 1 have prior claims ovet 
ordinary or equity shareholders.· Cumulatipe Prefer
ence Shares are those· shares on which the right to 
dividend goes on accumulating until the dividends 

I . 

are paid out of the future pofits of the company. 
They have the first lien on the profits- after the pay
ment of interest to the debenture-holders. , No divi
dend can be paid to any. other class of shareholders 
until the liability on this class of shares for dividend 
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has been met out in full~ Non-Cumulative Preference 
Share! are those shares on which the dividend is paid 
in priority to the ordinary shareholders in the year 
when profits are ~vailable. But the dividend on such 
shares does not accumulate for future payment . 
. Pt.rticipating Preference sJJares are those the holders 
of which are entitled to participate in the profits of 
the company after a certain per~entage has been paid 
to the ordinary shareholders. This class of share 
was introduced after the last Great War when abnor
mally high rates of dividends were paid to the equity 
shareholders. It was. felt that they were paid 
out of all proportion for the ri~k undertaken by 
them. In fairness, the preference shareholders should 
also partidpate in abnormal profits. Since then 
it has become a common feature in the prospectuses 
of companies. Under section 1o5B of the Indian 
Companies Act (Amended 1936) a company limited 
by shares rruf.y, if so· authorised by its articles, issue 
preference shares ·which ~re, or at the option of the 
company are to be. liable . to be redeemed (i) out of 
profits available for dividend, (ii) out of the proceeds 
of a fresh ·issue, and (iii) out of sale proceeds of p.to
perty. The shares must be fully paid up before they 
can be redeemed . 

. As regards security and yield. a preference 
shareholder ranks between two stools-the deben
ture holder who is legally a· creditor of the company 
and ~e ordinary shareholder who bears the major 
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part of the risk of the comp·any. This class of ·share 
appeals to the• cautious investor who ~res more for . 
the safety of his investment than for the yield. He 
is satisfied with a mode·st income of 4 or 5 per cent. 
in normal times. A preference share is neither as safe 
as a debenture nor does it possess many chances of 
capital appreciation or gain as in the case of ordinary 
or equity shares. Cumulative preference shares of 
companies which are covered several times by profits _ 
and have no debentures in front of them are as good 
as debentures for investment purposes. Contrary 
to this, preference shares of companies with debentu~e 
issues and insufficient profits carry an indubitable 
industrial risk without participation in the fruits of· 
good times. Therefore, the· security which the pre
ference shareholders enjoy is often exaggerated. 
Both the preference and ordinary shareholders 
depend for the ultimate security on the . earning 
power of the company.· "Cumulative" ·rights may 
protect a preference s~areholder against short period 
depressions in trade, ·but they afford no protection 
whatever against long-term changes in industry, 
or against bad management or mistaken finance. 
All those are omnipresent industrial +isks. In a 
recon~truction th~ preference . share capita'i is · als,o_ 
affected. A dose examination of all the big post-war 
reconstructions shows that when a company's. earn:. 
ing power has been undermined, the priority powers of 
fixed interest shareholders have proved a broken reed. 

47 
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Ordinary .fharu. Ordinary shares are those shares 
that rank a.lter the preference shares fbr payment ·of 

"dividend out of the profits of a company. They 
enjoy no preferential rights as regards the payment 
of dividend or return of capital in the event of liqui
dation·· of a company except over the Founders or 
defe"ed Shares which rank last for payment of divi .. 
dend. Founders shares are generally held by pro-

·_ moters of companies who claim their share of profits 
last of all. In case of some companies, like the 
Tata Iron and Steel Co., these shares .are highly 
speculative. In fact, Tata' s deferred is the most 
speculative counter o_n the Bombay. Stock Exchange. 

Deferred shares are· those shares in respect of 
which the right to dividend is deferred or postponed 
till the rights of preference shareholders and ordinary 
shareholders are satisfied. In such cases ordinary 
shares . are ~owed a certain fixed percentage 
pefore any dividend can be paid to deferred share
holders. . 

Gearing of Capital. Ordinary shares confer upon 
the holders the right to the equity of the under
taking, and their value would depend, inter alia, 
upon the amount of fixed interest bearing_ capital, 
(debentures and preference shareSj in front of_ them.
Therefore; the .capital plan of a company is of 
vital importance to the investor. He must carefully 
study the 'Gearing' of Capital, that is to say, the 

_ proportion of fixed interest capital to equity share 
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capital._ High geared equity shares are the ordinary 
shares of a company · that are low in proportion 
to the preference shares and - conversely low ge6ed. 
equity shares are the ·ordinary shares of a -company 
when they are higher in proportion to its preference 
share capital. The higher the gear:~~ the more specu
lative will the ordinary share be~ The ~gh-geared . 
ordinary share will rise rapidly in a boom and fall 
precipitately in a ·depression; whereas a low-geared 
ordinary share would rise more slowly in a period of 
prosperity and fall more slowly in a period of de-_ 
pressi6n. In case· of 'high gear:. the security of the. 
prefer~ce shareholder is less, because his security ~es 
in the certainty to get his dividend howsoever poor 
the profits of the company may be. From the point 
of view of the ordinary shareholder· too:~~ CWgh gear
ing:~~ is bad, because it makes the ordinary shares very · 
speculative. If dividend is not paid to the ordinary 
shareholders for severa1 years it lowers the prestig~ 
of the company and thereby reduces its credit. It 
may not be able to raise fresh capital or borrow 

, from banks. Thus high gearing is bad from the point 
of view of the company as well. 

Stock. Fully paid-up shares . may , be converted 
into stock which may be transferable in any fraction 
unlike shares ·which are numbered and transferred 
only in their entirety. In India companies _do not 
generally issue stock. 

Share Warrant. In case of fully-paid up shares 
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· of public companies, share warrants may be issued 
in lieu of share certificates on application from the 
holders of share certificates, if the articles of associa
tion of the company so authorise. The warrant is a 
bearer security and can be transferred from one 
p~rson to another siffiply by delivery of the share 

. warrant. There is no registration of the transfer 
deed at the office of the company in this case. It 
-encourages speculation. 

Debenture. A debenture is a written acknow
ledg!llent of _a debt by a company, given under its 
common seal, containing the valu.e of the loan, the 
terms f?f payment of interest, and the time of the 
repayment of the principal. A debenture. may be 
simple or naked, carrying no charge on the property of 
the issuing company, or it may be fixed or floating. 

· In case of fixed debentures certain specific property 
is mortgaged with the debenture-holders who have a 
lien on. it in case of non-payment of interest or prin
Cipal. In case of floating debentures the charge 
remains floating or in tht; ~ir. It becomes fixed 
(a) when the company ceases to carry. on business, 
(b) upon the commencement of the winding up of the 
company, or (c) upon the appointment of a receiver. 
But until one of these three events happen the charge 
will not become fixed (Lindley). Again Redeemable 
debentures, are those debentures which are repayable 
after a fixed period, whilst Irredeemable debentures 

-are not repayable in the ]ife of the issuing company 
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except that they may be purchased in the open market 
by the company and thus redeemed. Such debentures 
are issued by railway companies or other public com
panies of semi-government nature. They provide 
a regular yield to the- holders of these securities. 
Debentures may be registered or bearer. In the for-, 
mer case every transfer is registered at the compants 
office, whilst the latter serves as a bearer security. 

Unlike a shareholder-preference or .ordinary, 
a debenture-holder -i_s popularly considered to be in 
the happy position as regards security, because ptofits 
or no profits he is entitled to his interest. In case he 
gets no interest, he has usua1ly the rig~t to foreClose, 

, sell the companis property and recover his prin~ 
cipal. It means if a company makes profit, he gets 
interest, if. otherwise, he gets his money back. But 
let us critically examine whether a debenture holder · 
is really safeguarded against the decadence of a 
company or an ind-qstry. In prosperous times when 
the profits of a company are large its debenture 
interest is covered many a time out of its profits and 
it may, therefore, be said that periods of good trade 

· improve the backing of industrial debentures.· But 
normally the rates· of interest are very ,high in such 
periods and the rate of interest on debentures is 
comparatively low. This acts as a brake on any 
incipient upward movement in the market. prices 
of debentures which bear fixed rates of interest. Thus 
they share neither in the increased profits nor in the 
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capital appreciation as the ordinary or equity shares 
do. In periods of depression when profits fall, the 'in
terest tover' also declines, but so does the bank rate 
of interest. This low rate of interest tends to raise 
the market prices of debentures. It means unlike 
ordinary shares debentures rise in prices in periods 

. of depression (like gilt-edge), and fall in times of 
industrial prosperity-. In periods_ of acute and pro
longed depression they are as unsaleable as ordinary 
or preference shares: The h~II-marks qf a good 
debenture are, (z) its earnings cover-the extent to 
which the interest on it is covered by the annual 
profits of the company, and (it) the stability of those 
earnings. · 

Generally speaking, the securities of a company 
' . 

rank for safety in the following descending order-. 
debentures, preference shares and ordinary shares. 
But the modem school of thought does not accept 
this classffication because it is contended that the 
value of any security must be judged by the earning 
power behind it. A debenture-holder· does not buy 
for the gloomy satisfaction of some day throwing 
the enterprise into liquidation, nor does a preference 
shareholder take much comfort from the fact that 
he_ has the first claim on profits which do not exist. 
Debenture-holders' powers of foreclosure o.ti the 
assets of a company are of little practical utility, since 
buildings and machinery which may fetch a hand
some price when a company's earning power is good, 
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are little more than bricks,. mortar and scrap iron in 
the hands of a liquidator, when their ability to eam 
profits has disappeared. Similarly preference share 
dividends, however cumulative they may be on pap~r, 
are paid out of profits, but when there are no profits, 
past or present, there are no dividends; and if a 
reconstruction follows, these arrears of preference 
diyidend are the first thing to be thrown overboard . 

. People make investments tor prosperity, not 
for disaster and, therefore, the investor must apply 
to every security the· same preliminary test-has the 
company sufficient ear~g power to justify th~ 

investment ? In other words, an ordinary share in 
a good company is better than a preference share in 
a doubtful company or a debenture in a bad com
pany. 

GoVERNMENT SEcuRITrns 

The principal form in ~hich , the. rupee debt 
is held are (1) Stock or Book Debt, (.z.) Bearer Bonds 
and (3) Pr~missory Notes. Of these the last one is-

· the most important, and most of · the Government 
loans are in this form. Every ·form has its own 
Jldvantages and disadvantages. Stock or Book Debt-

' is like the registered stock or share capital of a joint 
stock company. In this case the name of the holder 
is registered in the books of the Public Debt Office 
and the security is transferable with the aid. of the 
transfer deed, signed .both by the ~eller as well as the 
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buyer of the· security. · Unlike a commercial security 
the transfer deed is exempt from stamp duty. The 
signature of the ~eller being on the record of the 
Public Debt Office, the chances of forgery are very 
remote. Another advantage to the holder of this 
s~cu.rity is that he need not send it to the Public 
Debt Office for co!Iection of interest. · A Warrant is 
sent to him at his registered office every six months, 

-which may be cashe~ at the nearest treasury. 
Bearer Bonds are transferab~e by mere delivery like 

Share Warrants of companies without any endorse
ment thereon. No transfer deed is needed in this 
case. Int~rest coupons are attached to the bonds. 
Negotiability is the chief feature of this kind of secu- . 
rity. 1 .. 

Government Promissory Note is defined in the 
Government manual as : · 

A Promissory Note contains a promise by the 
Governor General in Council on behalf of the Secre
tary of State for India, to pay a certain person, a 
specified sum, either on a specified date or after cer
tain notice (according to the terms of the particular 
loan to which the promissory note relates) and to 
pay interest thereon at a certain rate half-yearly o~ 
certain specified dates. 

A Promissory Note is a <:ompromise between 
the _two extremes, of complete security, ·as in the 
case of Stock or Book Debt, and immediate nego
tiability, as in the case of Bearer Bonds. For this 
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reason this form of Government Security' has proved 
to be the most popular of the·three form.s. 

Government Loans are of two kinds-Terminable · 
and Non-Terminable. 

Terminable Loans are those loans . which the 
Government has undertak:en to repay either (a) 
on a · certain specified date, or (b) within two 
fixed dates. They are like unfunded .. debts of the 
British Government. Non-Terminable Loans ·are 
th~se which are repayable at the option of the Go.: 
vernment after a fixed date on giving· proper notice.· 
As it is not obligatory on the Government to redeem 
these loans at particular dates or within. specified times 
they· are called Non-Terminable. They are similar..
to the 'funded' debts of the British Government ... . . 



Loan 

· z! per cent. Loan .. 
3 per cent. Loan .. 
3 per cent. Loan .. 
3 per cent. Loan .. 

3~ per cent. Loan . . 
4 per cent. Bonds .. 
4 per cent. Loan . . 

4i per cent. Loan . . 
s per cent. War Loan •. 
3 p. c. Defence Bonds •. 
Interest free Defence 
Bonds .• . . . . 

3 P· c. .. . . . . . 

GOVERNMENT OF INDIA LOANS 

Total Rupee Securiti~s Rs. s,74,68,Jz,4oO 
Total Sterling . Securitie~ £x60,4J8,ios 

TERWNA.:BLE WANS 

Interest due on Issued 

-
Ist June, Ist Dec. . . I936 
Ist June, ISt Dec. . . I93~-39 
Is th March, I' th Sept. . . 1934 
1sth March, Isth Sept. 19H 
Isth May, xsth Nov. .. 1933-34 
1 s th March, Is th Sept. . . I916-JJ 
1st Feb., Ist Aug. .. I9H 
I sth March, I sth Sept. .. 1918 
Isth Apl., 1sth Oct. .. 1919-zs 
1st Feb., 1st Aug. .. 1940 

-. . . . . . .. 1940 -
ISt. Feb., 1st Aug. . . I94l 

Total 

Outstanding 
Rs. 

u~oi,18,ooo 
6o,89,64,ooo 
10,67131,000 
3I19Z1 ZJ,OOO 
',,94t36,900 
6J,Jo,z6,JOO 
I4,971I71700 
9·0' ,6 3t 700 

,6,74,93,800 
4S,14,JI,OOO 

z,s J,n,ooo 
J8,9t,n,ooo 

4~01, l.t,16,400 

Repayable-

I948-sz 
I963-6, 
I94I 
I9' I-S4 
1947-so 
196o-70 
I943 . 
I9ss-6o 
1945-s' 
1946 

Mter 3 years 
I949-S.t 



3 per cent. Loan 
3 ~ per cent. Loan 
32 per cent. Loan 
3 ~ per cent. Loan 
3~ per cent. Loan 
3 ~ per cent. Loan 

z.! per cent. Loan 
3 per cent. Loan 

3 ~ per cent. Loan-

NON-TERMINABLB LoANS 

3oth June, 3oth Dec. 
xst Feb., xst Aug. 
3oth June, 3oth Dec. 
xst May, xst Nov. 
x6thJan., 16th July 
3oth June, 3oth Dec~, 

sth Jan., Apl., July & Oct. 
sth Jan., Apl., July & Oct. 

sth Jan.; Apl., July & Oct. 

1896-97 
1842.-43 
1854-55 
x86s 
x·879 
1900-01 

Total 

·Total • •' 

9,II,70,000 
34,66, I 9,000 
2.0,41,34,000 
40,98,5 8,oo~ 

2.177,16,ooo 
39,o6,6o,ooo 

£11,046,486 
£7o,684,2.10 

l 
At option of 
Government 

after 3 
months' 

J notice. 

1 year's notice 
On or after 
October '' 

1948. 
On 'or after 

. Jan. s, 1931·· 



PROVINCIAL GOVERNMENT LOANS 

Loan 1 . Interest due on Issued Outstanding Repayable . 
Rs. 

-- -
s per cent. U. P. Loan .. 1st April, 1st Oct. .. 19p z,n,s9,1oo 1944 
3 per ·cent. U. P. Loan :. 1st March, 1st Sept. .. 1936 1,9;,;o,1oo 1961-66 
3 per cent. U. P. Loan •. xst March, xst Sept. .. 1937•40 · z,oo,96, 700 I9S1 
4 per cent, Punjab Loan xst March, xst Sept. .. 19H 3,09, 71, Soo 1948 
3 per cent. Punjab Loan xst March, xst Sept. .. 1937 99,07,300 I9S1 
3 per cent. Punjab Loan I 5th Feb., 1 sth Aug •. .. 1938 96,73,700 19'8 
3 per cent. Punjab Loan 15th Feb, 15th Aug. .. 193.9 . 1,47,04,800 . 1949 
; per cent. Punjab Loan 1st March, 1st Sept., .. 1940 I I 7 s ,oo,ooo 19S1 
3 per cent. N. W. F. P. 

Loan .. .. . . 1st March, 1st Sept. . . 1940 so,oo,ooo I9S1 
3 per cent. N. W. F. P. 

Loan ... ... ... Ist March, ISt Sept. .. . 1937 J7,14,900 1951 
3 per cent. Madras Loan 1st March, 1st Sept. .. 1937 1,59,46,6oo 1951 
3 per cent .Madras Loan I sth March, 14th Sept. .. 1938 1,48·99·300 1953 
3 per cent. Madras Loan ust June, ztst Dec. .. 1939, 1,5o,oo,ooo 1959 
3 per cent. Madras Loan Ist March,.xst Sept. .. 1940 ' 69,5 I,6oo 1951 
3 per cent. C. P. Loan •.. 1st March, 1st Sept. .. 1937 S0,31,700 1951 
3 per cent. C. P. Loan •• ust June, ust Dec. .. 1939 75,z.o,8oo 1959 

Total •• 17,98,94,000 



INDIAN STATES LOANS 
• 

MYSORE GOVERNMENT 

Loan Interest due on Issued 

' 
' i 

6~ per cent. Loan .. tst May, tst Nov. . . 192.1 
5 per cent. Loan .. tst May, tst Nov. • 0 1930 
4 per cent. Loan • 0 tst June, tst Sept. .. 1933' 

3 g per cent. Loan • 0 1st June, I 5th Dec; . .. I 1934 
3 per cent. Loan, . . 2oth April, 2oth Oct. . . 1936-38 

*Being repaid from November I, 1941. 

3l per cent. Loan 

5 per cent. Loan. 
3i per cent. Loan 

3~ per cent. Loan 

.. I .. 

TRAVANCORE GoVERNMENT 

CocHIN GoVERNMENT 

:rst April, tst Oct. 
I$t June, tst Dec. 

> I • ) 

BHOPAL GoVERNMENT 

. ;-, 0 I' 19rt I 

Outstanding Repayable 
Rs. 

-
2.5,38,912. Nov. I, 1941-51* 

1,63,44,300 Nov. t, 195 5 
2,95,85,2.00 Dec. I, 1953-63 

50,00,000 Dec. 15, 1951-58 
I,99, 72.,900 _ . Apl. 2o, 1956-61 

5o,oo,ooo 1 Aug. xs,' I956 

I 
7J,OO,OOO 

3o,oo,ooo 

Io,oo,ooo 

I Oct. I, 1943-5 3 
Jurie I, I956-6x 



HtnERABAD GoVEB.NlmNT 

Loan Interest due on Issued Outstanding Repayable 
/ Rs. 

6 per cent. Loan . . 4th June, 4th Dec., . . . . .. J,01,09,000 1943 
6 per cent. Loan .. 1oth June, :oth Dec. . . . . . . 761 311100 1941-,1 
'I per cent. Loan .. 6th April, 6th Oct. . . . . . . J,981431000 1941-,3 
3 f per cent. Loan .. 6th April, 6th Oct. . . . . . . 11441411000 \ .1946-,6 

(Taken from the Calcutta Stock Exchange Official Year Book, pp. H·H·) 
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Besides Central and Provincial Loans the States 
of 1\fysore, Travancore, Cochin, Bhopal and Hy
derabad have floated their loans which -are listed 
securities on the Stock Exchanges. Loans. are also 
issued by Port Trusts and Corporatiohs of Bombay, 
Calcutta, Madras, and Karachi and by the ltp.prove
ment Trust~ of Bombay and Calcutta . 

. CoNDucT oF BusiNESS 

Bargains on stock exchanges may be for money 
i.e., 'cash-delivery' or 'for , account.' For example, 
transactions --On the Calcutta Stock Exchange are 
done on the "Cash Deliyery" -basis,-all deliverie_s 
ate required to be made. on or after the second work-• 
ing day after the date of Contract and at _or before 
4 P.M. on that day against payment of the value in 
cash. Defaults in delivery or payment are reported 
to the Committee who take suitable action against 
the defaulting party. 

Bargains 'for account' are generally for fort- -
nightly settlements. Monthly Settlements are also 
allowed in some cases. Securities are delivered and 
paid for on the settlement day. Each Settlement is 
divided into three days, viz., (I) Contango or the r 

- "' 
carrying over day, (z) Name or ticket d~y, and (3) 
SettJing or pay day. The Contango or the carrying' 
over day is reserved for the speculators who ~o not 
want to close their transactions on that settlement, 
but want to carry them forward to the next settle-
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ment day. The second day, known as the 'Name 
ot ticket day' is allotted for preparation of tickets. 
On this day the names and descriptions of the buyers 
of registered securities are issued and passed by the 
brok~rs to the jbbbers (dealers) from whom the securi-

. ~ies have been purchased, and again passed on by them 
(dealers) till they reach the firm which is actually de
livering the security, so that the transfer deed can ·be 

-, drawn up ancl signed by the parties effecting delivery. 
On the third day, known as 'Pay day' or account day 
transfer deeds are presented, signed by the seller, to 
the buyer's broker who pays for . the security on 
·behalf of his client. The transfer deed is signed both 
by the seller as well as by the. buyer and their signa
tures are witnessed. The transfer deed is stamped by 
the buyer. It is deposited along with the share c~r
tificate with the company. The company makes an 
enquiry from the seller if he has transferred the shares, 
named in the transfer deed, to the buyer who desires 
to get the shares transferred in his name. Mter 

- satisfying itself that the transfer is genuine and 
· proper, the company gives effect to the transfer. 

If a 'ticket' is not handed over by the ·buyer's 
- broker to the; seller by a specified time on the ticket 

day, the seller is empowered to "sell out" the securit)l, 
- that is, to offer it through an Official of the Exchange 

to any one who will make a bid for it. The new 
buyer will make out a ticket which he will persent 
to the seller. The original buyer who has failed to 
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persent a ticket in due time will have to suffer the . 
loss, if any~ sustained by the seller. 

In the same. way, if the transfer deed signed 
by the seller is not delivered to the buyer's_ br~ker 
by a certain time, he can make a fresh purchase and 
debit the loss, if any, to the seller's account. It is 
done through the Official ·of the Ex~hange. This ·, 
procedure is known as· "buying in" of securities. · The 
"buying in day" is usually on the tenth day after.~ 

pay day in each account. The seller's broker needs 
-time to get the transfer _deed ~igned by his c~ent who 
may be living in another town. 

Let us follow one or two imaginary transactions 
from beginning to' ~nd to grasp the meaning and 
signilicance of the various documents ·u~ed in the 
course of business at a stock exchange. Suppose · . . \ 

1fr. Ram Lal of Allahabad has to invest a few thou-
sand rup~es · in securities. He is advised ~y his 
friends to purchase xoo shares of Indian Iron (nomi-: 
nal valueRs. xo) quoted in the papers between _Rs. 34 
and Rs. ; 5 for some time. He has three courses 
open to himself. He may write to_ his banker who 
will effect this purchase· for him. He may authorise 
a local agent of some broker at Calcutta to purchase 
the security for him. · Or he may directly_ deal with 
some broker. The first course is unnecessarily 
costly because, besides the brokerage he will·_have 
to pay the bank c~mmission. The banks do not ope
rate on the Exchange .. Thefefore, Ram Lal's banker 

49 
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will have to _5!mploy the services of a broker who 
may be member of the Stock Exchange. The second 
course is_ rather risky. The local. agent may not 
be · very reliable and, therefore, . he may dupe 
, our Ram Lal if he is unwary. Of all the systems · 
the best one for him will be to engage a reliable 
firm of brokers. Suppose Ram Lal has instructed 
Elace, Sidd_ons and Gough, a very reputed ·firm of 
brokers to buy Ioo shares of Indian Iron for him. 
Ram Lal may authorise. the· brokers to buy at the 
best price, which means here the cheapest price, or . 
place a limit at the top, say Rs. 3 5. Suppose he has 
cl1.osen the latter course and instructed his brokers 
to buy at or below Rs. 3 5. · On receipt of this order 
the brokers will look into their records to see if there 

. have been previous dealings in the name of this· 
party. If the party is new the brokers will ask the 
c~eftt to furnish a bank reference. Ram · Lal being 
an old client of the firm of Place, Siddons and Gough, 
his order is immediately booked. The order· will 
remain in force for fifteen days. The brokers will 
find from their record if any client has ordered them 
to sell this scrip below_ the specified limit of Ram Lal. 
In case of popular scrips like the Indian Iron it may 
be possible. In such a case the brokers will effect 
the purchase and sale· of Ioo Indian Iron and inform 
their respective clients. Such a deal is known as a 
cross transaction· (c.t.) The btpkers at persent 
have no such order to sell. Therefore> their man-

• 
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say X goes to the Stock Exchange B:all where trans-
actions take place. It is a pandemonium. No body 
can visit the hall unless he is a member or an ac-. 
credited agent of a · member. Groups of· people. 
are assembled here and · there and they talk ,in a 
language which is intelligible only to those present 
there. An outsider will simply get confused and 
bewildered. And yet, it is a place wher~ . people 
make or mar ~heir fortunes. X goes to a· corner, 
meets a dealer who, more ·or less, specialises in Iron 
shares, and aiter a little higgliog strikes a bargain at 
Rs. 34-1Z. Pencils and note books come out and 
both parties enter the bargain. X will enter on th~ 
bought side of his note-book-'bought 1oo Jndi~n 
Iron fro~ Y. at Rs. 34-1z for Ram Lal of Allahabad.' 
Y, the seller will write on the 'sold side of his note: 
book'-sold 1oo Indian Iron at Rs.. 34-xz to Place, 
Siddons and Gough. ·After this X goes to the cen
tral place where a black-board is placed. This is 
known as the 'marking board.' The latest' transac
tions are posted on this ·board for the illformation 
of the dealers. · A box is placed. under the marking 
bo~rd. X enters the bargain ~m a slip of paper under 

- his signature and puts it in the box. The next mo
ment this price is posted and the one at which a pre
vious transaction took place in this scrip is rubbed 
off. ·The last prices of every day are published in the 
Official List of the Exchange for all' those who are 
interested in the dealings of the Exchange .. 



420 MARKETING IN INDIA 
4 

From the dealing books of the two brokers 
bargains are entered in their respective ledgers. To 
follow our transaction, the two brokers will 
check · the transaction next morning from their 
note-books _and will prepare Contract Notes and 
Bought and Sold Notes. Place, Siddons and Gough 
wil~ make out a Contract Note and a Bought Note 
and will forward them to Ram Lal with a covering 

·letter. . -:rhe. Contract Note will be signed by Ram 
Lal and returned· to the broker. The Bought Note 

- whicl; bears a two-anna stamp wil1 be retained by 
him .. It is an evidence of the tr~nsaction and .speci
fies the terms on ~hich shares have been purchased. 
. - The rules of, delivery and payment are not uni
form for all exchanges. . The· parties have to 
abide by them and in case of default the aggrieved 
patty can represent to the Stock Exchange Committee 
who will authoris~ to "buy in" or "sell. out," as the 
case may be, at the cost of the other party. 

I 

Y will similarly send a Contract Note and a Sold 
· Note to his client who will return the· Con4"act NOte 

aftei signing .it. On receipt of it the broker will send 
a blank form of transfer deed and request the client 
to sign the transfer deed, get- his signature witnessed 
and return it along with the share certificate. On re
ceipt of these documents y will deliver the transfer 

' deed and share certificate to Place, Siddons and Gough 
against payment. Meanwhile Ram Lal will arrange 

1 to · make . payment and take delivery of the scrip 



STOCK EXCHANGE 421 

through his bank or direct. The ~atter course is 
adopted between known parties- only. Place, Sid
dons and Gough may as well be asked to retain the. 
share certificate and the transfer deed and get Ram 
Lal regi~tered as a shareholder ~t the Indian Iron 
and Steel Co., Ltd. The _transfer d~ed will be stamp
ed by the buyer or his broker. It is the buyer who 
bears the . stamp ducy and pays the . registration fee 
to the company. His broker may do all this ~ervice 
for him and charge these out-of-pocket expenses 
along with his brokerage. ·· _ 

Cum Dividend. (cum_ c!iv., or c:d.) A cum. div. 
quotation of a- stock exchange security. means tb!lt 
the price includes any. interest or dividend that may · 
have accrued on the security· since the date "On 
which it was last paid, and that the purchaser would 
be entitled to receive the next interest or dividend 

· payable. 
Ex. Dividend (~. div., or x.d.) An ex. -div . 

. quotation of a security means that '"ihe next inte~est 
or dividend payable upon it is· not included in the 
price. That is to say, when a security i~ sold ex. 
div., the next interest or dividend will be received 
by the seller although he has already parted with the · 

- I 

security. The ex. _div. ·price is always short by the 
amount of interest or dividend accrued on the secu
rity. 

' . 

In practice the dividend is paid to the share-
holders whose names stand on the ·Register of MetJ?.-

. . 
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hers of ~ company before the books are closed for 
transfer. Mter some days the books are again 
opened for. transfer of shares. Now, if any person 
·has bought shares after the dividend is declared but 
before the books are closed, the· quotation will be 
cup1-dividend, i.e., the price will be inclusive of 
the .accrued dividend and the buyer will be entitled 
to ·get it. But if he has. bought the shares after the 
dividend ·has been paid and the books have been 
opened for transfers, the rate will be ex. di~idend, 
i.e., he is not entitled to that dividend. 

Two classes of operators deal on _a stock 
exchange, im,eslor and speculator. An investor is one 
who buys securities to eam income. He is mainly 
concerned with the yield on his investment. He 
is not much perturbed over capital appreciation or 

·depreciation. To him his investment is a sort of 
pe~ent lock-up. There are other classes of in
vestors who tak.e advantage of a situation and part 
with their investments in case of capital appreciation, 
and buy back when prices· have fallen.· There is an 
element of speculation in the latter case, but essential
ly it is a class of investors. 

A speculator on the stock exchange is an opera- · 
tor who buys or sells seairities for a profit. The 
buyer does not want to take delivery and pay the 
price, nor does the seller possess the stock which he 
sells in the hope ·of buying it at a low price if he is 
forced to give delivery. The buyer, popularly known 
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as bull, buys shares which, he expects, will rise in 
. price. He does not mean to pay for them, but to 
sell them at a hig~er price, if he can. On the 
other liand a speculator who sells forward in the · 
hope that before the date of delivery he will be able, 
to purchase the stock at a lower rate and thus 
make a profit is called a bear, a short or a bear 
operator. 

Let. us take an imaginary speculative ir_ansac
tion to understand the meaning of certain terms. 
Suppose A buys a lot of 100 shares .of Tata
Deferreds, at Rs. 1530 on the sth August 
1943 for account. The next settlement days fall on 
the 14th, I Sth and 16th idem. Contrary tO his 
expectation the market began to fall and by August 
14, the Contango dqy, it reached Rs. 1soo. Now, two 
cou~ses are open to A--either to pay the difference 
of the purchase price and the price ruling in the 
market on the settlement day, or to carry over the. 
transaction to the next settlement day. A still 
hopes that the .market_ will rise because, according to 
his information, th~ company is going to declare a 
better dividend next time. He regards the fall in 
price as a temporary set-back and, therefore: decides 
to carry over his transaction to the next settlement 
which will take place' after a fortnight. He will 
iriform his broker B accordingly, and request him to 
arrange a 'carry -over' for his transaction. He 'is , 
acting as a bul1 who buys shares in the expectation of 
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.. a rise in price, and does not want to take delivery 
and pay for the shares bought by him. But the 
rules of the Stock Exchange reqUire that the bargain 

· ~ust be completed. A must pay for the shares or 
"find out some one else who will pay for him. 
His broker, therefore, arranges with a firm to buy 
100 Tata Deferreds 'for cash' or immediate settle
ment, and sell them back for the next account, 
at a price 'Yhlch. ls called the . making-lljX price, 
charging. the rate known as the contango ·or conti
nuation, rat_e. This p~ice is determined by leading 
members C?f the exchange, and roughly represents 
the price at which the security in question is quoted 
at twe1ve o'clock on the morning of the carry-over 
day. The Contango rate depends upon the market 
r~te of ·futerest, the extent of the bull account -4'1 
a particular security in the market, financial standing 
o~ the party and the nature of the security. A will 
send a cheque 'to_ his broker for the difference in the 
twC? prices, viz., the purchase price and the 'making
up'' price, plus commission and stamp duty, and the 
rate that he paid for the accomm.pdation to ,continue 
the bargain to the next settlement. Mter making 
this paymept -tie again started his bull account. 
We may either suppose that his information about 
the declaration of dividend was well founded and 
the market · improved by the next settlement, 
when he closed his barga,in at Rs. 1,6oo; o.t if we 
are pessimistically inclined, we may imagine tlut it 

. . 
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. 
dropped further to Rs. 1,480. A, being a weak 
bull, could not carry the account further and sold 
his holding in disgust at Rs. 1,48o, losing Rs. 5 ~~ 
in difference, besides the. contango money, cotiunis-: 
sions and stamp fees,. etc. . _ 

I 

As the bull gives on, ~at is, borrows money 
. and pays the rate for carrying over the transaction 
to the~ next settlement, the bear borrows stoc~ 
or as it is. technically called, takes in stock, and at 
times Wben there is a st1;ong bear account'_ in the· 
market or in other words, many operators are acting 
as bear in a pa~icular security, and the· market does 
not go down according to· their expectation, they 

· may be compelled to buy stock at the making-up price 
and pay the difference .in the two ·prices . besides 
other charges. For this accommodation · . they. pay 
what is known as 'backwardution' to the party "that 
delivers stock or shares for him. The bear . is· a 

' fictitious seller. He does not want to deliver stock 
·and be paid ·for it. He expects that the market. in a 
particular security in which he operates wilf . go 
down and he will be able to buy it cheaper and deli
ver it at the agreed price~ thus making a profit. 
Adually there is no delivery and no payment. 

Dealings in· Government ·Securities. ' .The pro
cedure for bargains in · Government · Securities is 
more or less alike. They may be 'for. cash' as on the 
Calcutta Stock Exchange ·or 'for account' as pe~mit
ted on the Bombay Exchange. In Bombay both 

~0 
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kinds of business are done-cash dealings as well as 
forward business. In case of cash dealings the 
delivery takes place the next business day after the 
sale is effected between the broker and the jobber or 
·dealer, unless deferred by a few -days by mutual 

I -

agreement to suit the convenience, either of the 
· buyer or the seller. Contract notes and statements 
. 9f account are sent by the brokers. to their respective 

' clients and the seller is paid the agreed price. 
Forward business ~Government serurities is 

. ·transacted in the Securities Section of the Bombay 
Stock Exchange. Each lot is of Rs. zs,ooo or. its 
multiples. It, therefore, incfuectly excludes weak 
operators from ·dealing in securities. The· actual 
delivery takes place twice a .month on days fixed py 
the Exchange Committee. On the ticket day, i.e.,· 
the day previous to the settlement day members 
who have to give or take delivery submit a list of 
theit business to the qearing House of the Stock 
Exchange on a· specified form together with the 
Delivery or Receipt Tickets which can be bought 
for a nominal amount from the Exchange. These 
tickets are differently coloured for' different Securities. 
One ticket is required for a loan of Rs. 2 5 ,coo. The 
next day the Clearing House returns these tickets 
with the names of buying or selling members as the 
c~s_e may be. .Suppose X has sold a particular Secu
rity of the value of Rs. so,ooo. He will submit his list 
of business and two tickets to the Clearing House on 
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the ticket day. The next day the Oearirig House will 
return those tickets with the name of the person to 
whom delivery is to be given. Thus the business 
of the Clearing House is. to clear accounts and order 
deliveries where necessary, i.e.,· who should look 
to whom for delivery of the scrip and payment of the . 
price. The members who have not to effect deli~ 
very but only to receive differences for the settlement, 
submit their outstanding list to the Clearing House 
without· tickets. No forward business is allowed 
in Municipal, Port Trust and Improvement ~ru~t 
Loans. · . 

Prices. ·Every Stock Exchange publishes· its 
official prices· daily., These are also called listed. 
prices. Price~ between; and 4 p.m. are called clos~ 
ing prices and those quoted after 4 are known as 
street-prices. Tape prices are the prices quoted qn · 

the tape ~achine. It is· a sort of machine whic4 
any subscriber can get fitted in his . office. - These 
machines are connected with the. Central Exchange 
and record all fluctuations in prices. · They make a 
little noise like that of a typewriter and emit a tape 
on which the fluctuations are typed. 

Cover System or Margin . System., Under this 
system the specuiator is required to deposit a propor
tion of the purchase consideration of the securities:.. 
Suppose A purchases securities worth Rs. _.2.o,ooo. 
He may be ~sked to deposit Rs. 5 ,coo or .2. 5 per cent. 
with his broker who undertakes to finance him 
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fot the balance. The broket will charge interest 
on Rs. 1 s ,ooo, besides his commission. The under· 
standing between the broket and his client is that 
if the price falls more that\ 2 J pet cent., the client 
will furnish a fresh cover, thus keep~g the margin 
of 2 s per cent intact; in the absence of which the 
broker will be entitled to sell the security and 
realise his advance. The securities are pledged with 
~e broker who finances the transaction. Brokers 
arrange finances with banks against hypothecation of 
customers' securities at lower rates. There is little 
risk to the broker if the margin or cover is sufficient 
and is insisted upon. 

· In pursuance · of their policy to counteract 
speculative operations, the Government have issued 
a new Rule under the Defence of India Rules, pro
hibiting, with effect from 24th September 1943, all 
stock exchanges from permitting, or affording 
facilities for bud/a transactions or for the making of 
any contract other !han re~dy delivery contracts. 



BIBUOGRAPHY 

Converse, P. D.-Elements of Marketing 
Clark, F. E.-Principles of Marketing · 
Copeland; Melvin T.-Principles· of Merchandising 
Pyle,]. F.-Marketing Principles 
Manyard, Weilder, and Beckman.-Principles of Marketing 
White and Hayward.-Marketing Practice 
Nystrom, P. H~-Economics o~ Retailing 
V a~~ghn, F. L.-Marketing and Advertising 
Simmat, R.-The Principles and Practice of Marketing 
Killough, Hugh. B.-The Economics of Marketing 
Boyle,]. B.-. Marke~g of Agricultural Products 
Hibbard, B. H.-Marketing of Agricultural Products 
Macklin, Theodore.-Efficient Marketing for Agric:ulture 
Horner, John Thurm411.-Agricultural Marketing 
Brown, E. S.-Marketing 
Butler, R. S.-Marketing Methods and Policies 
Cherington, P a11/ T.-The Elements of Marketing 
Duncan, C. S.-Marketing, Its Problems and Methpds 
Iv~, Pa~~l Wesi!J.-Principles of Marketing' 
Thomas Rtlsse/.-Commercial Advertising 
Derrick.-How to reduce selling costs 
Dutton, H. P.-Business Organization and Management 
Hanq, L. H.-Business Organization and Combination 
Davar, S. R.-Business Organiza~on 
Parkins011, H.-Scientific Investment 
Withers, H.-Stocks and Share_s • 



MARKETING IN INDIA 

Book.r t~nd R1port1 011 Indian Marbling 

HllstZill1 S. A.-Agricultural Marketing i.n Northern India 
-Mllkrrji1 B. B.~ Agricultural Marketing i.n India 
]t~thar llfld B1rl.-Indian Econ.omics 
Ab~an~r.-Debt Legislation i.n India 

· Reports of the Royal Commission on Indian Agriculture,Central 
Banking Enquiry Committee~ Provincial Banking Enquiry 
Committees, IOdustrial . Commission, Acworth Committee 
on Railway Transport, Road Development Comnuttee, 
Mitchell-Kirkness Committee, Indian Central Cotton Com* 
mittee, Indian Central Jute Committee, Bengal Provincial 
Jute Enquiry Committees (I9.t4 and 1939) and Reports 
_of the Marketing Adviser to- the Government of Ind1a on 
Wheat, Riee, Sugar, Co-operative Marketing, etc. 

Review of Trade for British 1ndia (Ann11al Pt~blkation) 
Agricultural Mark~ting i.n India ( Annunl Puhli~ntinn) 



INDEX 

A 

Account Day, 416 
Acworth Committee, 176, 188, 

189, 191 
Advertising, 17, 8z to 108 
Agents: 
-Auctioneer, 75 
-Broker, 73, 75 
---:.Commission, 7 5 
-Clearing, 77 
-Del credere, 75 

. -Exporting, 77, 78 
-Factor, 73, 74 
-Forwarding, 77 
-General, 7 z, 7 3 
-Particular, 7 3 
-Selling, 76 
·-Warehouse Companies, 76 
Adulteration, I5I to I54 
Agmark, )I, II5, zzo, 354 
Agra, I46, I47 
Agricultural Commission, 3, 

48, 50, IZ4, IZ6, 141, I5Z, 
I67, I7o, I76, I79, I8o, I87, 
I 89, I97, I98, zo6, zz5, z86, 
306 

Agricultural Produce (Grading 
and Marking) Act of ~937, 
3I, I5o, z6s, 345, 354 

Agricultural Research Labora-
tory of I. C. J. C., H8 

Agriculture: 
-debt relieflegislation, IZ7-z8 
-department of, I50 
-disabilities in India, I zz 

-holdings, u3-z4 
-middlem~ in · marketing, 

IH , . I 

-marketing defects, _I 3 7 
-necessity of planning, I.io. 
--otganisation of markets, I z9 
-production sta-tistics, ux --· 
-yield, IZZ . 
Arbitrage dealings, 38 

B-

Backwardation, 4z 5 · 
Bases of purchase,. I4 
Bearer Bonds, 408 
Berar Cotton and Grain Mar· 

kets Act, I 69 
Bears, zn, 375,-4z~ 
-kinds of, n6 •. 
-protected, 3 8 I 
-squeeze, 3 77 
Bengal: · 
-Agriculturists, Debt Relief 

Act, 3I8: 
-Board of Economic Enquiry, 

: ' 3II. 
-Chamber of Commerce; 318. 
-Jute Enquiry Committee, 

ZZ3• • I ·-

-Wholesale Co-operative ~o:-
ciety, zzz. · 

Beoparis, 3h IH-34· 
Block Rates, I 88 . 
Board of Economic Enquirv. 

Punjab, Z4Z 
Bombay: 



MARKETING IN INDIA 

-Cotton Contracts Act of 
1932, 301. 

-Cotton Contracts Act of 
1919, 299 

-Cotton Market, .Z.98. 
-Cotton Markets Act, 170 
-Principal cotton trading 

bodies, 298 · 
-Provincial Banking Enq. 

Committee, 134, 163, 200~ 
289 . ' 

-Rice Merchants' Association, 
364 

-Stock Exchange, 398, 42.5 
-Weights and Measures Act, 
. 142 

-Wheat Market, 2p. 
Bought and Sold notes, 42.0 
Brokers, 43, 73, 7h 3H . 
Buckingham Canal, 191~192 
Budla, 42.8 
Bulls, 273, 374, 423 
-kinds of, 374, 375 
-protected, 3 ~1 
Buying-:-in day1417 

c 
Calcutta: 
-Grain, Rice and Oilseeds 

Association, 2H, 365 
-Jute Market, 315 · 
-Rice Merchants Association, 

365 ; 
-Stock Exchange, 397~8, 

425 ' 
~Wheat Market, 2.5z 
Carry-over, 42.3 
Caveat emptor, 14 
Central Banking Enq. · Com. 12., 127, 13h 164, 2.04, 
·. 286 
C. P. Banking Enq. Com., 

IH, 171 

Chain Stores, 4, 5 z, 58 to 61 
Chandausi, 15 1, 166 
Chand pur, 315 
Oousten, D., 151 
Contango, 415. 413, 414 
Contract Note, 410 

.Cottage industries, 12.5 
Cotton: 
-acreage and yield, 181 
-adulteration, 191-93 -
--chief growing areas, 181 
-Contracts Committee of 1918, 

199 
-Contracts· Board, 299 . 
-Contract Act of 1941, 30' 
--control of forward contracts, 

301-3 
-damping, 194 
-forward business, 303 to 

305 ' 
-Ginning and Pressing Act, 

184, 2.94 
-grading, 2.96-7 . 
-Indian Cotton Contract, 180, 

298 
-Indian Cotton Cess Act, 

2.85 
-middlemen in marketing, 

2.86 to 2.89 
-malpractices and defects, 

2.91-2. 
-regulated markets, 2.84 
-ready and forward business, 

2.97 
-standards (U. S. A.), 2.97 
-speculation, 304 
-technological laboratory, 2.8 5 
-Transport Act, 2.84, 2.92., 

32.6 
-Wiles Committee of 1930, 

· 3oo-1 
Co-operative Marketing, 64, 

193 to 2.2. 5 



INDEX 

--advantages, 66, 67, zoo 
--cane societies in U. P., zn, 

ZI7 
--causes of failure, 68 
--consumers, 68, 69 
~fficulties; zz4 
~sadvantages, 67 
--origin, 6s, I94, I98 
--organisation, 6s, 66 
-Rochdale Societies, 69 
-sales unions, zo8, z 11 

Co-operative Societies: 
-Acts, I94 
-Bombay, zo7 
--Ghee societies, zzo 
.....-Jute societies, zzz 
-kinds of, ZOI 
-liability, I97'"98 
-Lyallpur, /209 
-multipurpose vs. single, I97-

98 
--organization in India, zo1 
-stores, zoz 

Surat, zo8 
Cover System, 427 , 
C. P. Cotton Market Act of 

I93Z, I7I 
Council of Agricultural Re

search, Iz 
Credit and Financing, 34 
Cum. div., 42I 

·n 

Dantwala, z87, 297 
.Darshani Hundi, 3 64 
Debentures, 404 
Debt Relief Legislation, I17-

z8 
Deferred shares, 402 
Departmental Stores, I4, I7, 

sz, H to 57 
Derby, Lord, 24, I75 

JI 

Distribution of wealth in India, 
119 

Dutton, H. P., 3 I 
Dalhousie, Lord, I73 

E 

East India Company, III, I74 " 
East India Cotton Association,· 

8, 3 z, 299, 3C>O, 392 
Elevators, z8 
Estimates of area a.nd yield c;>f · 

principal crops in India, z8Q 
Exchange Committee, 426 
Ex. div., 42I. 

F 

Fairs, I30 
False weighment, I4o 
Famine Commission,. 126; I93 · 
Federal Trade Commission_ on · 

Grain Trade (U~ S. A.), 2.98 
Financing of Agri. Marketing, 

33,34 
-by banks, I6o 
-classification, Is S 
-deposit system, I S 9 
-hundis, IS9 · 
-in Punjab, I61 
-intermediaries, I 58 
-itinerant beopari, Is 8 
-Iagana, 1 57 -
-loan offices in Bengal, I 6 I 
-sarafs, 158-59 
-sawai system, I57 
-village sow~r, 1 57 
Food Control Departmep.t, 

Kashmir, 3S3 
Forward business, 3 70 
Franco, 20 . 
Freight rates, 188 
Functional middleman, 42 



434 MARKETING IN INDIA 

Funded Debts, 409 
Futures, no, 371, nz. 

G 

Gale Option, 381 
Gearing of Capital, 40z. 

. 'Ghaziabad, 146, 147, .zp, z,6, 
2.66 

Ghee Societies; uo . 
Gadag Sale Societies, 2.07 
Gord9n, S., 199 
Government Loans, 409 
.-Securities; 405 · 
Grading, 12., 2.8, .2.9; 149 
'Grow more food' campaign, 

2.32., 2.47 

H 

Haldwani, 347 , 
Hapur, 146-47, .2.34, · 251, .zu-

' 6, 2.66, Ho-71 
Hathras, 14~-47 
Hedging transactions, 38, 383 
Hubli societies,. 2.07 · 

I. 

. Imperial Coti"ncil of Agricultu-
ral Research, 149-,o, 166 

Incidental charges, 144-45 · 
Indian: · 
-Central Cotton Committee, 

3, 104, 12.3, 150, 1J2., 172, 
2.06, 2.80, 284, 286, 293, 
301, 305 

-Central Jute Committee, 
3,.163, 221,307,310,311, 

. 326, 328, 329, 333, '336-
37 

-Cotton ·Exchange, 300 
-Industrial Commission, 191 

--Jute Mills Association, 313, 
·' 316 
-Produce Association, .zn 
-Sugar Committee, 123 
-Taxation Enquiry Com-

mittee, 148 
-Textile Journal, 30'4 
-Trade Journal, 161 
Interest cover, 406 
Itinerant dealer, 2.45 

J 
Jobbers, 397, 398 
Jute:. . 
-Co-operative movement, 31~ 
--<:redit facilities, 318 
-deductions; 317 
-grading, 314 · 
-jaohandars, 3 t 9 
-insur~ce, 332-33 
-kucha b~lers, 314, 319, 314 
-malpractices, 325 
-marketing, 309 · . 
-marketing conditions, 211 

-marketing s~rveys, 307 · -
-middleman, 313 
-prices, 334 
-restriction of acreage, H S 
-sales in villages, 316 
-. standards, n6 . 
-storages 312, 314, 316, 319-

30 
-terminal markets, 3 I 5-16, 

322. 
-transport, 319 to 323 
-kinds of, 32·3• 325 
-weighing, 336-37 

K 

Karda, 154-H 
t Kashi pur, 34 7 



INDEX 43S " 

Kashmir, 3H 
K.hattis, IO, II, 2.7, 2.8 
K.irkness, L. H., I86 
Kucha arhatiya, 3h 48, I32., 

I3S· 137 2.46, 2.90 . 
Kucha balers, 315-I6, 3I9, 32.4 

L· 

Lark.hana, 365 
Lindley, 404 
Lombard Street, 398 
London Stock Exchange, 395 
Lyallpur, 2.J I 

M 

Maclagan Committee, u6, I94 
Madras Committee on Co

operation, 2. 2.4-2. 5 
Madras scheme of godowns, 

I64 ~ 

Mail orders, Is, I7, 30, 52., 62.-
64 

Mandis, 7, I 3 I 
Making-up price,· 42.4 
Margin system, 42.7 
1fa.rketing: 
--adviser, II 5 
-department, 3, 3 I 
-development, I I 2.-I 3 
-finance, I I5 
-functions, 9, 10 

--organization, 41 
-process, 9, I I 

-unions, 2.19 
Markets: 
-agricultural, I2.9 

-commodity, 368 
-defi,nition, I, z, s, 6 
-forward, 5 
-information, 39, z.6I 
-·perfect, 6 

-·· phatka, I 

-primacy, 2.49 
-problems, Z. 
-re~ate~ 6 
-reports, 389 
-secondary, z.'o 
-spot, 5 . 
-terminal, 2. p-S 2. 
-· terminology, 368. 
-terms, 385 · . 
-tone and undertone' 3 8 8 
Marking-board, 4I9 
Middleman, 4, 2.6, 34 
Mitchell, K. G., I86. 
Motor transport, I 8 I · 

Muddati hundi, 352. 
Multiple shops, 4, 14, 52. 
Multi-purpose co-operative so-

cieties, I97 · 

N 

Najrana option; 2.74, 379 
Name or ticket day, 415 
Narayanganj, 315 
National income, I 17 

0 

Octroi duty, 148 
Okara Co-operative ·Society, 

2.48 
Options: 
-general, 3 7 8 
-call option, 378 
-double options, 3 79 
-put option, 378 
Outright purchase system, 2. I 9 

,P 

Packaging, 3 3 · 
Pakka arhatiya, 35. 47, 132., 2.46 



MARKETING IN INDIA 

Parbatipu,r paddy sale societies, 
363 

Pay day, 416 
Per capita income,.n8 
Pooling, 103 
Prices, 19, 386,_ 387, 388, 417 
Principal commodity markets, 

368 
Principal Mandis, 1 3 1 
Printers' Ink, 8 1 
Promissory Note, 408 
Provincial Banking Enq. Com-

mittees, u,-16, .u, 
Public_Debt, 408 
P"Qblic Works Department, 179 
;punjab Provincial Ba.aking 
. Enq. Committee, 141, 164, 
104, 109 

Purshottamdas Thakurdas 
(Sir), 304 

Pyle, J. F., n, 19, 41, "' 61 

R 

Rabi Crops, 1' 
Rail and River~orne Trade of 

India, 161 
Rail-road Controversy, 187. 
Railway Policy, 1n 
Railway Rates, 188 
Railway· Rates Advisory Com-

mittee; 189 
Ralli Brothers, 1 3 1 
Rates Tribunal, 189 
Ready and Forward Sections, 

370 . 
Refraction, 1 H-'' 
Refrigeration, 2.8 
Regulated Markets, 169 to 171 
Research Institute Coimbatore, . 

149 
Reserve Bank of India, 12.7 

to 12.9 

Retailer, 16, 37, 43. p, p. 
Review of Trade for Br. 

India, 40, 181-83, 180 
Rice: 
-assembling agencies, 346 
-conservation, 3'4 
-consumers' co-operative 

rn>res, 366 
-co-operative societies, 363 
--cost of storage, 3'6 -
-deductions and charges, 3 'o-

p 
--dehuskers,348,3,7 
-direct sales, 346 
~factors influencing price, 344 
-financing, 3p-'.z. 
-future dealings, 3 '7 
-grading, 3 s 3 
-handling and transportation, 

3,8 
-loss in storage, 3 '6 
-n1arkets, 349 
-marketing process, 34' 
-middlemen, 347 
-per capita consumption, 343-

44 
-periodical distribution of 

crop, 341 
-premium on old rice, ..3 S 7 
-retail trade, 365 
-standardization, 3 53 
-statistics, 3' 8 
-storage by merchants, 3'' 
-trade, 343 
-trade associations, 364 
-weights and measures, 369 
-wholesale distribution, 361 
-yield per acre, 34o-41 
Risk bearing, 3 S 
Road Development , Com

mittee, 184-85 
Rural Development Deptt., 

180 



INDEX 437 

Rural Indebtedness, u6 

s 
Saharanpur, 347 
Sale, I4, I 5 
Saraiya, R. G., 294 
Sea-borne Trade of India 262 
Shah, K.T., II7 , . 
Shirras, F., I I 8 
Shri Mahajan Association, 299 
Shroffs, 3 52, 3 64 
Speculation : 
-general, 8, 372 
-kinds of speculators, 373 to 

375 
-gale option, 3 8 I 
-hedging, 3 8 3 
-najrana option, 379 
-options, 378 
-satta, 382-83 
-settlement, 3 8 5 
-speculative bout, 3 77 
-switching over, 3 84 
-straddling, 382. 
-teji-mandi transactions, 379 
Standardization, z.8 
-of weights, I4I, 143 
Standing Committee of Roads, 

185 
Stock Exchange: 
-backwardation, 42. ~ 
-Bombay, 398 
-Bought and Sold notes, 42.0 
-budla, 425 
-buying-in, 4I7 
-Calcutta, 396, 398 
-clearing house, 426 
-contract notes, 42.0 
-contango, 415,423,424 
-cover system, 427 
-:CUm. div., 42. I 
-debentures,404 

·-ex. div., 42.1 
-Govt. Securities, 405 
...:-Lombard Street, 398 
-London, 39S, 397, 398 
-name or ticket day, 4I 5 
-pay day, 4I6 
-sell out, 4 I 6 
-settling d~y, 415 

·-shares, 400, 401 . 
-share warrants, 403 
-stock, 403 · 
Storage, .2.1, I6z. to I68 
Suez Canal, 2.4, 175 .. 
Sugar Otne Act of 1934, 213 
Sugar Factories Control Act 

of 1938, 2.13, 2.14 . 

T 

Tape prices, 42.7 
Tata Deferred Shares, 40.1 
Technique of Advertising, 95 
Technological Rese~rch Labo-

ratory of I. C. J. C., 3 z.6, 3 3 3 
Tt.ji-mandi ka sauda, 3 79 
Tenders, 3 77 · 
Terminal Markets, .zp-~.z 
Trade Association, 364 · 
Trade Journal, 40 
Trade Marks, I8, Io7, io8 · 
Trading in actuaiS, 370 
Trans-Atlantic cable, .196 
Transportation: 
-co-ordination, I 9.1 
-effects of rail-r.ays, 175-76 
-feeder roads, I87 
-rail-road controversy, 187 
-railway rates, 188 
·-Railway Rates Advisory 

Committee, 189 
-Rates Tribunal, 189 

1 -road management, 178-79 



MARKETING IN INDIA . 

~various means, 178 
-water transport, 190 
-Wedgewood Committee, J89 

u 
Units. of quotations: 
-Foreign, 39o-91 
-Inland, 391-92. 
Unfunded Debts, 409 
Unit Stores, '3 
U. P. Agricultural Marketing 

Bill, Z.OJ 

- U." P. Banking Enquiry Com-
mittee, 48, 133» 134, 14' 

v 
Voelcker, J. A., 193 

w. 
Water Transport, 190 · 
Weaknesses in agricultural 

marketing, 13 8 
Wedgewood Committee, 189 
Wheat: 
--acreage, z 34 
--allowable deductions, 2.7,-77 
-arhatiyas, 246 
~ollection, 2.4o-41 

~onsumption, a 3 8 
~o-operative- commission 

shops, 147 
~a-operative marketing, 2.48 
-dara sales, 2.' 6 
-delivery months, 178 
-direct marketing, 2.42-43 
Lexports contracts, 2.69 
-exports to U. K.., 2. 37 
-foreign trade, 134 
-forward sales or budni, 170 
-grading, 2.64-6' 
-Hapur mandi, 2.7o-74 
-imports from Australia, 13 7 
-impurities, 2.64 
-itinerant dealer, 145 
-markets, 2.49-51 
-marketing practices, 1' 3 
-marketingfrocesses, 139 
-methods o sale, 154 
-mill contracts, 168 
-non-protective duties, 2. 3 J 
.-prices, 1' 8-5 9 
-production, 130 
-qualities, 2.34, 2.63 
-ready sales, z.66 
-storage,.z67 
-supply, 1.33 
-units of weight, 1.77 
-village baniya, 1.44 


